
SENATEE AD SS2953R

1.1 Senator Vickerman from the Committee on Agriculture, Veterans and Gaming,
1.2 to which was referred

1.3 S.F. No. 2953: A bill for an act relating to gambling; making various clarifying,
4 technical, and conforming changes to lawful gambling provisions; modifying expenditure

1.5 restriction requirements; amending Minnesota Statutes 2004, sections 349.12, subdivisions
1.6 4, 18, 21; 349.1635, subdivision 3; 349.168, ,Subdivision 10; 349.17, subdivision 6;
1.7 349.19, subdivisions 2, 3; Minnesota Statutes 2005 Supplement, sections 349.12,
1.8 subdivisions 12a, 25; 349.15, subdivision 1; 349.151, subdivisions 4, 4c; 349.153; 349.16,
1.9 subdivision 2; 349.162, subdivisions 4, 5; 349.1635, subdivision 4; 349.166, subdivisions
1.10 1, 2; 349.167, subdivision 1; 349.17, subdivision ~; 349.173; 349.18, subdivision 1;
1.11 349.213, subdivision 1.

1.12 Reports the same back with the recommendation that the bill be amended as follows:

1.13 Page 6, line 24, delete everything after the period

1.14 Page 6, delete lines 25 to 31 and insert "For licenses renewed with an effective date

1.15 between July 1, 2006, and June 30, 2008, an organization shall carry forward an amount

1.16 equal to 15 percent of any positive allowable expense carryover amount. This balance

1.17 must be used to offset any future negative expense balance at the time of license renewal."

~.18 Pages 6 to 8, delete section 7

1.19 Page 10, line 15, delete everything after "renewal" and insert a period

1.20 Page 10, delete line 16 and insert "The board may by rule impose sanctions or

1.21 penalties on organizations that exceed the expenditure restrictions under section 349.15,

1.22 subdivision 1."

1.23 Page 16, after line 20, insert:

1.24 "Sec. 20. Minnesota Statutes 2005 Supplement, section 349.17, subdivision 7,

1.25 is amended to read:

1.26 Subd. 7. Bar bingo. An 0rganization may conduct bar bingo subject to the
J

1.27 following restrictions:

28 (1) the bingo is conducted at a site the organization owns or leases and which has a

1.29 license for the sale of intoxicating beverages on the premises under chapter 340A;

1.30 (2) the bingo is conducted using only bingo paper sheets purchased from a licensed

1.31 distributor; and

1.32 (3) no rent may be paid for a bar bingo occasion~

1.33 (4) Itnk:ed hingo garrtes ma, !'tOt he eortdtteted at a hm hingo oeeasioft.

1.34 EFFECTIVE D.ATE. This section is effective the day following final enactment.

1.35 Sec. 21. J349.17211 CONDUCT OF PULL-TABS.

1.36 Subdivision 1. Cumulative or carryover games. The board shall by rule permit

1.37 pull-tab games with multiple seals. The board shall also adopt rules for pull-tab games

1.38 with cumulative or carryover prizes.
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2.1 Subd. 2. Event games. The board shall by rule permit pull-tab games in which

2.2 certain winners are determined by the random selection of one or more bingo numbers or

2.3 by another method approved by the board.

2.4 EFFECTIVE DATE. This section is effective the day following final enactment."

2.5 Page 19, line 1, strike "No"

2.6 Page 19, line 3, strike "activity other than"

2.7 Page 19, line 4, delete the new language and strike the old language

2.8 Page 19, line 5, delete the new language and insert "No person, distributor,

2.9 manufacturer, lessor, linked bingo game provider, or organizational entity other than the

2.10 licensed organization leasing the space may conduct any activity other than the sale or

2.11 serving of food and beverages on the leased premises during times when lawful gambling

2.12 is being conducted within a booth operation on the leased"

2.13 Page 21, after line 13, insert:

2.14 "Sec. 26. Minnesota Statutes 2004, section 349.211, subdivision 2a, is amended to

2.15 read:

2.16 Subd. 2a. Pull-tab prizes. The maximum prize which may be awarded for any

. 2.17 single pull-tab is $599, not including any cumulative or carryover prizes. Cumulative or

2.18 caITvover prizes in a pull-tab game shall not exceed $2,500. An organization may not

2.19 sell any pull-tab for more than $2.

2.20 EFFECTIVE DATE. This section is effective the day following final enactment."

2.21 Page 22, after line 20, insert:

2.22 "Sec. 28. EFFECTIVE DATE.

2.23 This act is effective the day following final enactment."

2.24 Renumber the sections in sequence '_

2.25 Amend the title accordingly

2.26 And when so amended the bill do pass. Amendments adopted. Report adopted.

~:~~ (~~~~ .

2.29 March 27, 2006 .
2.30 (Date of Committee recommendation)
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S.F. No. 3437 .. Beginning Farmer Program

Author: Senator Gary Kubly

Prepared by: Carol E. Baker, Senate Counsel (651/296-4395)

Date: March 27, 2006

Section 1 [Beginning Farmer Program; Tax Credits.]

Subdivision 1. [Defmitions.] defines "agricultural assets," "farm," "farmproduct,' 'farming
or livestock production," "owner of agricultural assets," "share rent agreement,' and "beginning
farmer or livestock producer," which is defined as a resident who is seeking entry or has entered
within the last two years into farming; intends to farm within Minnesota; is not related to the owner
ofthe agricultural assets from whom the farmer is seeking to purchase or rent agricultural assets; is
not related to a partner, member, shareholder, or trustee ofthe owner of the agricultural assets; and
also:

•

•

•

•

•

•

has a net worth ofnot more than $200,000;

provides the majority of the day-to-day physical labor and management of the farm;

has adequate farming or livestock production experience;

demonstrates a profit potential by submitting projected earnings statements;

asserts that farming or livestock production will be a significant source of the farmer's
income; and

participates in a financial management program.



---------------------------- - ~~--

Subdivision 2. [Tax Credit for Owners of Agricultural Assets.] allows an owner of
agricultural assets to take a credit against the tax due for the sale or rental of agricultural assets to
a beginning farmer. The credit is equal to:

• five percent of the sale price of the agricultural asset;

• ten percent of the gross rental income in the first, second, and third years of a rental
agreement; or

15 percent of the cash equivalent of the gross rental income in each of the first,
second, and third year of a share rent agreement.

The credit may be claimed only after approval and certification by the authority. An owner
ofagricultural assets or beginning farmer or livestock producer may terminate a rental agreement for
reasonable cause upon approval of the authority.

Subdivision 3. [Beginning Farmer Management Tax Credit.] allows a beginning farmer
to take a credit against the tax due for participating in a financial management program approved by
the authority. The credit is equal to 100 percent of the cost ofparticipating in the program or $500,
whichever is less.

Subdivision 4. [Authority's Duties.] requires the authority to:

• approve and certify beginning farmers as eligible for the program;

• approve and certify owners of agricultural assets as eligible for the tax credit under
subdivision 2; and

• provide necessary and reasonable assistance and support to beginning farmers for
qualification and participation in financial management programs.

Sections 2 and 3 adds conforming language regarding the tax credits to chapter 290, income and
franchise taxes.

Section 4. [Effective Date.] makes sections 1 to 3 effective for taxable years beginning after
December 31, 2006.

CEB:dv
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From: "Sandi Brown" <SandLBrown@senate.mn>
To: "MN Senate Agriculture, General Legislation and Veterans Affairs Committee" <SEN-
AG-VETS-GAMING@mercury.senate.leg.state.mn.us>
Date: 3/23/2006 11 :59:49 AM
Subject: Note Two Committee Meetings

Monday, March 27,2006

Senate Agriculture, Veterans and Gaming Committee
Chair: Sen. Jim Vickerman
3:00 p.m. Room 112, Capitol
Agenda: S.F. 3261-Gerlach: Military service members protections.
S.F. 3281-Gerlach: Military service supportive policy statement.
S.F. 3437-Kubly: Beginning~farmer tax credit.
S.F. 2562-Murphy: Armed service members uranium exposure screening
tests.
S.F. 3048-Bakk: Cervidae taking restrictions modification.
S.F. 2953-Rest: Lawful gambling provisions modifications.

Wednesday, March 29,2006

Senate Agriculture, Veterans and Gaming Committee
Chair: Sen. Jim Vickerman
3:00 p.m. Room 112, Capitol
Agenda: S.F. 3506-Senjem: Farm enhancement loan program.
S.F. 3345-Murphy: Nursery stock toxicity consumer education.
S.F. 3314-Vickerman: Soy based transformer fluid conversion allowance
program and appropriation.

Sandi Brown
Legislative Assistant
Senate Agriculture, Veterans, Gaming

committee
651.296.7405
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Land Stewardship Project Fact Sheet #16

Farm Beginnings™

Rotating in a new generation offarmers

What does the Farm
Beginnings™ course
consist of?

Farm Beginnings™ classes begin in
the fail ofeach year and meet throughout the
winter. Class participants leam goal setting,
financial planning, business plan creation, al
ternative marketing and low-cost sustainable
fmming techniques. Participants are encour
aged to develop a sustainable business plan
that enhances their quality of life/goals-a
'plan that factors in sound environmental
practices while being economically viable.
Established fanners and other professionals
such as lenders and agricultural business in

structors present at the seminars, providing a strong foun
dation of community resources, networks and contacts for
those interested in fanning. The highlight of the winter
classes is a set ofpresentations given by beginning famlers
outlining their goals and how they plan on achieving them.

These relationships often last long after the fornlal
ized course is concluded. At the conclusion ofclasses, Farm

Beginnings™ moves onto the
land itself, where participants
take part in a series of on-fann
field days during the spring and
summer. At these field days, in
novative farmers demonstrate
firsthand how they raise food and
fiber using methods that are eco
nomically and environmentally
sound. The on-farm education
component is a critical part of the
learning. Participants find them
selves touring a variety of fanns
in addition to having a one-on-

farmers, lenders and agricultural educators in Minnesota and
Wisconsin found that not having a good business plan was a
major impediment to getting financing for alternative
enterprises.

By providing a good foundation in business planning
while creating the opportunity for pmticipants to network
with established fanners, Farm Beginnings™ helps knock
down two major barriers to the adoption of innovative
agricultural systems.

"Not only did Farm Beginnings™
give us an opportunity to learn in the
classroom, but it connected us with
succes~ful beginning and established

farmers, giving us a variety ofideas and
people to call upon for help. These
connections have allowed us to see

hope for ourselves andfor the
future ofagriculture. "

-Roger & Michelle Benrud,
Class of 1998

Why is such a
program needed?

Making a go of it in fanning today can be very diffi
cult. However, a growing group offalmers are showing that
through the use of low-cost techniques, creative marketing
and whole fann planning, one can develop a fanning op
eration that is economically viable and provides a good
quality of life.

Studies show that a major
barrier to adopting such "sustainable"
farming methods is lack of informa
tion and firsthand knowledge related
to such systems. A Northwest Area
Foundation study found that farmers
adopting alternative production meth
ods were more likely to be successful
if they were part of some sort of for
mal or informal network of like
minded farmers.

Another potential barrier to
getting started in farming is lack of
access to capital. A 2003 survey of

What is Farm .Beginnings™
& how did it get started?

Fann Beginnings™ is a Land Stewardship Project
(LSP) initiative that provides participants an opportunity to
leam firsthand about low-cost, sustainable methods offann
ing.

Farm Begilmings™ started in the mid-1990s when a
group of southeast Minnesota famlers called the "Wabasha
County Give A Damns" approached
LSP with concems about where the
next generation of farmers would
come from. These fanners saw a need
for a program that would combine
classroom instruction and on-farm
mentoring. What resulted was an ini
tiative that has its roots in the philoso
phy that fanners leam new techniques
and management systems best by net
working with other farmers. The first
Farm Beginnings™ classes began
meeting in southeast Minnesota.
Eventually, the program was success
fully expanded to western Minnesota.
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"A high level ofsynergy develops when
like-mindedpeople, both Farm Beginnings™

participants andpresenters, get together. From
a mentor's perspective, finding someone who
is committed to farming on their own means a
chance to help a new person get started and

get reliable help in return. "
-Dan French, Fann Beginnings™

Mentor/ Presenter

one experience with a specific fanner. Throughout the 10-month
. course, participants are encouraged to utilize established farm
ers as mentors.

The Livestock Loan Program
In a further effort to help people get launched in their

fanning careers, Faml Beginnings™ has partnered with Heifer
Intemational to provide a zero interest revolving livestock loan
for qualified beginning farmers. The Livestock Loan Program
helps fanners build equity while supporting them with a con-

"tinuing education component that connects them with an ad
viser. As ofearly 2005, 17 livestock loans totaling over $200,000
have been awarded to Fann Beginnings™ graduates. Three loan
recipients have paid back the loan money in full, making it
possible for other beginning falmers to use the money for the
purchase of animals (two of those loans were paid b~fore the
allotted time was up; other recipients are in the process ofpay
ing loans· back).

How successful is
Farm Beginnings™?
.. During the first eight years, 222 people have completed the
Farm Beginnings™ course in southeast and westem Minne
sota.
.. Over 60 percent of those graduates are fanning:
.. Over 6,000 acres of land is owned, rented or otherwise
farmed by Farm Beginnings™ graduates.
.. Farm Beginnings™ graduates are engaged in a broad
spectrum offarming enterprises: beef, dairy, hogs, meat goats,
poultry, wholesale vegetables, Community Supported
Agriculture, organic grains and specialty products such as
flowers.
.. Approximately 20 percent ofFann Beginnings™ graduates
have moved from urban to rural areas to pursue their fanning
dream.

What's next: Farm Beginnings™ pilots
in Illinois, Missouri & Nebraska

As Faml Beginnings™ enters its ninth year, it has be
come evident that there is a burgeoning demand for this kind

ofservice. The Land Stewardship Project's Fann Beginnings™
program has received a grant from the USDA's North Central

Region Sustainable Agriculture Research and Educa
tion (SARE) program to set up pilot beginning fanner
education programs in Illinois, Missouri and Nebraska.
LSP staff members are working with agricultural edu
cators, fanners and other professionals to set up the pi
lot programs.

Are you a beginning farmer?
If you are a beginning fanner who is interested in

leaming more about Fann Beginnings™,there are sev
eral ways to get started:

Minnesota
.. Southeast Minnesota-Contact Karen Stettler at
507-523-3366 or stettler@landstewardshipproject.org.

.. Western Minnesota-Contact Amy Bacigalupo
at amyb@landstewardshipproject.orgor 320-269-2105.

.. Twin Cities-Contact Kate Twohig
at cathyt@landstewardshipproject.org or 612-623-771 O.

On the Internet
www.landstewardshipproject.org/programs_fann
beginnings.htmL

Illinois, Missouri & Nebraska
.. Stateline (Northern Illinois)-Contact Parker
Forsell at 608-498-0268 or CRAFT@csalearning
center.org; website: www.csaleamingcenter.org.

.. Central Illinois-Contact Deborah Cavanaugh
Orantat217-968-5512 orcvnghgm@uiuc.edu;website:
www.fannbeginnnnings.uiuc.~du!index.htm!.

.. Missouri-Contact Randy Saner at 417-256-2391
or SanerR@umsystem.edu; website: http://
agebb.missourLedu/mac/tbp.

.. Nebraska-Contact Martin Kleinschmit at 402-254
6893 or martink@cfra.org.

Are you an established farmer?
Farm Begitmings is also looking for established farm
ers who are willing to serve as mentors. If you are in
terested, we'd love to hear from you.

• • •
This fact sheet is brought to you by the members and staffofthe
LandStewardship Project, apri,'ate. nonprofitorganization devoted
tofostering an ethic ofstewardshipforfarmland andto seeing more
successful farmers on the land raising crops and lil.estock.
For more information, call 651-653-0618 or
"l'isit www.landstewardshipprdject.org



Tax Credit Incentives to Sell or Rent Land to Beginning Farmers

Purpose: To create tax incentives for established farmers or landowners to rent or sell land to
beginning farmers

Provisions:

• A landowner who cash rents to a beginning farmer receives a state tax credit equal to
10% of the gross rental income.

• In a share rent agreement, 15% of the cash equivalent of the gross rental income.

• A landowner who sells land to a beginning farmer receive a state tax credit equal to 50/0
of the sale price.

• A beginning farmer in the program is eligible for a state tax credit of $500 towards the
cost of participating in a farm business management program or approved equivalent.
The credit is available for up to 3 years while the farmer is in the program.

• The program is administered by the Rural Finance Authority
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Date: March 27,2006

Section 1 [Beginning Farmer Program; Tax Credits.]

Subdivision 1. [Defmitions.] defines "agricultural assets," "fann," "fann product,' 'fanning
or livestock production," "owner of agricultural assets," "share rent agreement,' and "beginning
fanner or livestock producer," which is defined as a resident who is seeking entry or has entered
within the last two years into fanning; intends to fann within Minnesota; is not related to the owner
ofthe agricultural assets from whom the fanner is seeking to purchase or rent agricultural assets; is
not related to a partner, member, shareholder, or trustee of the owner of the agricultural assets; and
also:

• has a net worth of not more than $200,000;

provides the majority of the day-to-day physical labor and management of the fann;

has adequate fanning or livestock production experience;

demonstrates a profit potential by submitting projected earnings statements;

• asserts that fanning or livestock production will be a significant source of the fanner's
income; and

• participates in a financial management program.



Subdivision 2. [Tax Credit for Owners of Agricultural Assets.] allows an owner of
agricultural assets to take a credit against the tax due for the sale or rental of agricultural assets to
a beginning fanner. The credit is equal to:

• five percent of the sale price of the agricultural asset;

• ten percent of the gross rental income in the first, second, and third years of a rental
agreement; or

• 15 percent of the cash equivalent of the gross rental income in each of the first,
second, and third year of a share rent agreement.

The credit may be claimed only after approval and certification by the authority. An owner
ofagricultural assets or beginning fanner or livestock producer may terminate a rental agreement for
reasonable cause upon approval of the authority.

Subdivision 3. [Beginning Farmer Management Tax Credit.] allows a beginning fanner
to take a credit against the tax due for participating in a financial management program approved by
the authority. The credit is equal to 100 percent of the cost ofparticipating in the program or $500,
whichever is less.

Subdivision 4. [Authority's Duties.] requires the authority to:

• . approve .and certify beginning fanners as eligible for the program;

• approve and certify owners of agricultural assets as eligible for the tax credit under
subdivision 2; and

• provide necessary and reasonable assistance and support to beginning fanners for
qualification and participation in financial management programs.

Sections 2 and 3 adds conforming language regarding the tax credits to chapter 290, income and
franchise taxes.

Section 4. [Effective Date.] makes sections I to 3 effective for taxable years beginning after
December 31, 2006.
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Overview

This bill makes a variety of changes to Minnesota's lawful gambling laws, including numerous
technical and housekeeping changes. Among other things, the bill authorizes button raffles, pennits
certain electronic fund transfers between organization accounts, clarifies conflict of interest
provisions, and clarifies restrictions on local government fees for conducting lawful gambling. The
bill also updates several provisions of current law to reflect the 2005 legislative authorization of
electroni~bingo devices.

The bill makes two changes related to statutory limits on allowable expenses for lawful gambling
organizations. First, it authorizes the Gambling Control Board to grant licensees waivers to the
statutoryallowable expense limits under certain circumstances. Second, it allows theboard to impose
sanctions against organizations violating statutory allowable expenses limits.

Section 1. [Bingo.] clarifies the definition ofbingo to allow facsimile bingo paper sheets when used
in conjunction with an electronic bingo device.

Section 2. [Electronic Bingo Device.] clarifies that electronicbingo devices maybeused to monitor
facsimile bingo paper sheets.

Section 3. [Gambling Equipment.] modifies the definition of gambling equipment to include
electronic bingo devices.

Section 4. [Gross Receipts.] modifies the definition ofgross receipts to inc~ude receipts from sales
of facsimile bingo paper sheets and the rental of electronic bingo devices.



Section 5. [Lawful Purpose.] allows contributions to individuals and nonprofit educational
institutions as a lawful purpose expenditure.

Section 6. [Expenditure Restrictions (Waivers).] allows theboard to authorize waivers ofstatutory
limits imposed on an organization's allowable expenses for licenses issued after June 30, 200e?
Pennits the waiver only if the organization was unable to comply with expense limits due to
unforeseen or extraordinary expenses beyond its control, or for expenses for pennanent gambling
equipment.

Section 7. [Powers and Duties (Board).] gives the board au:thority to waive limits on allowable
expenses.

Section 8. [Electronic Bingo.] modifies bingo rules requirements to allow electronic bingo devices
to be used with facsimile bingo paper sheets printed at the point of sale.

Section 9. [Conflict of Interest.] strikes an obsolete statutory reference. Prohibits the director,
members ofthe board, and employees ofthe b9ard from purchasing any chance in a lawful gambling
game, unless the purchase is part of an investigation.

. Section 10. [Issuance ofGambling Licenses.] clarifies that the boardmayimpose sanctions against
an organization for violating allowable expense limits.

Section 11. [Prohibition.] strikes obsolete language.

Section 12. [Sales from Facilities.] strikes an obsolete referenc~.

Section 13. [Attachments to Application (for linked bingo provider lice;nses).] reduces from
$250,000 to $100,090 the principal bond requirement for applicants for linked bingo provider
licenses.

,Section 14. [Prohibition (linked bingo provide~ licenses).] expands the prohibitions that apply to
linked bingo game providers to also apply to employees, representatives, agents, and affiliates of
linked bingo game providers. This section also prohibits giving the employee or agent of an
orgatiization anything worth more than $25 pet year, per organization.

Section 15. [Exclusions.] clarifying language.

Section 16. [Exemptions.] allows the board to refuse to iss-qe an exempt pennit to an applicant
whose application is incomplete or knowingly contains false or inaccurate infonnation.

Section 17. [Gambling Manager Required.] technical clarification.

2



Section 18. [Employment of Certain Persons.] clarifies who can be employed by a lawful
gamblingorganization. Specifies that an organization leasingpremises cannot compensate the lessor,
a member ofthe lessor's immediate family, or the lessor's employees, except for sellingpull-tabs and
tipboards within a booth operation on the premises. Allows an organization to compensate a member
of a lessor's immediate family for the conduct of gambling at other sites not owned by the lessor.

.Section 19. [Bingo Cards and Sheets.] conforming language.

Section 20. [Conduct of Bingo.] removes obsolete references.

Section 21. [Conduct of Raffles.] authorizes the sale ofbuttons (with a nominal value ofless than
$5) as certificates ofparticipation for entry in a raffle.

Section 22. [Lease or Ownership Required; Rent Limitations.] strikes obsolete dates and
references. Clarifies that no activity other than lawful gambling may be conducted in a booth
operation on leased premises. Provides that employees of a lessor not involved in the conduct of
lawful gambling on the premises and nongambling employees ofan organization conducting lawful
gambling on the premises may participate in lawful gambling on the premises if the organization
posts the major :rrizes awarded for pulltabs and tipboards.

Section 23. [Accounts.] allows an organization to transfer the amount of gambling taxes due from
the organization's gambling account to its general account when taxes become due.

Section 24. [Expenditures.] clarifies that expenditures of lawful gambling gross profits for taxes
and allowable expenses tnay be transferred electronically from an organization's gambling account
directly to bank accounts.

Section 25. [Local Regulation.] clarifies local fee restrictions on permits for the conduct exempt
gambling. Current law prohibits local units of government from requiring a license or fee for a
license or permit to conduct gambling by organizations or sales by licensed distributors or licensed
linked bingo game providers. This section clarifies that local fees are also prohibited for licenses 9r
permits to conduct gambling by gambling managers, gambling employees, and for distributors or
linked bingo game providers registered with the board.

CEB:rdr
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Senators Kiscaden, Ranum, Senjem, Vickerman and Frederickson introduced

S.F. No. 2728: Referred to the Committee on Agriculture, Veterans and Gaming.

A resolution

1.2 memorializing the President and the United States Congress to name the Rochester
1.3 Veterans Outpatient Clinic the Corporal'Chuck Lindberg Clinic.

1.4 WHEREAS, Charles Willard Lindberg was born June 26,1920, in Grand Forks, North

1.5 Dakota; and

1.6 WHEREAS, he entered the United States Marine Corps in Spokane, Washington, on

1.7 January 8, 1942; and

1.8 WHEREAS, while serving in the, Pacific in World War II with the Second Marine Raider

1.9 Battalion and with Company E, 2nd Battalion, 28th Regiment, 5th Marine Division, he, along
I

1.10 with five other Marines, raised the original American flag on Iwo Jima on February 23, 1945; and

1.11 WHEREAS, he now resides in Richfield, Minnesota, and is the last survivor of the original

1.12 Iwo Jima flag raising; and

1.13 WHEREAS, Charles Lindberg continues to serve various veterans groups and organizations

1.14 and remains dedicated to their future, and to his country; NOW, THEREFORE,

1.15 BE IT RESOLVED by the Legislature of the State of Minnesota that it urges the President

1.16 and the Congress of the United States to name the Rochester Veterans Outpatient Clinic the

1.17 Corporal Chuck Lindberg Clinic.

1.18 BE IT FURTHER RESOLVED that the Secretary of State of the State of Minnesota is

.19 directed to prepare copies of this memorial and transmit them to the President of the United

1.20 States, the Secretary of the Navy, the President and the Secretary of the United States Senate, the
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relating to the military; providing certain protections to persons ordered into
1.3 active military service; amending Minnesota Statutes 2004, section 190.055.

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

1.5 Section 1. Minnesota Statutes 2004, section 190.055, is amended to read:

1.6 190.055 PROTECTIONS.

1.7 .@l.A person called or ordered to active service, as defined in section 190.05,

1.8 subdivision 5a or 5b, has all the protections afforded to personS in the military service of

1.9 the United States under:

1.10 Qlthe Soldier~ Mtd SailOI~ Civil Relief Act of 1940 Servicemembers Civil Relief

1Jl Act, United States Code, Appendix 50, sections 501 to 548, md 560 to 591, as amended at

1.12 any time; md

1.13 (2) the Uniformed Services Employment mdReemploYlnent Rights Act, United

1.14 States Code, title 38, sections 4301 to 4333, as amended at any time.

1.15 (b) The acts referenced in paragraph (a), clauses (1) and (2), may be cited as the

1.16 "SCRA" and "USERRA," respectively.

1.17 EFFECTIVE DATE. This section is effective the day following final enactment.

Section 1. 1
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1.1 Senator Vickerman from the Committee on Agriculture, Veterans and Gaming,
1.2 to which was referred .

1.3 S.F. No. 3281: A bill for an act relating to the military; establishing a policy
1..4 statement supportive of military service; proposing coding for new law in Minnesota
1.5 Statutes, chapter 190.

1.6 Reports the same back with the recommendation that the bill be amended as follows:

1.7 Page 1, line 11, .after "to" insert "meet the physical and mental health needs of

1.8 returning veterans, and"
)

1.9

1.10
1.11

1.12
,.13

And when so amended the bill do pass. %ents adopted. Report adopted. .

~
----i '- ---. "--.

I '

.. . .. . .
0'Committee C )

March 27, 2006 .
(Date of Committee recommendation)

1
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1.1
1.2

1.3

1.5
1.6
1.7
1.8

1.9
1.10

1.11
1.12

1.13
1.14

Senator Vickerman from the Committee on Agriculture, Veterans and Gaming,
to which was referred

S.F. No. 3437: A bill for an act relating to agriculture; providing an income tax
credit for sales or rentals of agricultural assets to beginning farmers; providing an income
tax credit for beginning farmer financial management programs; modifying the beginning
farmer program administered by the Rural Finance Authority; amending Minnesota
Statutes 2004, section 290.06, by adding subdivisions; proposing coding for new law in
Minnesota Statutes, chapter 41B.

Reports the same back with the recommendation that the bill do pass and be
re-referred to the Committee on Taxes. Report adopted.

....id~~ .
_"'II'IUUI.JUUI.oL.ttee Chair)

March 27, 2006 .
(Date of Committee recommendation)

1



SENATEE SA SS2562R .

1.1 Senator Vickerman from the Committee on Agriculture, Veterans and Gaming,
1.2 to which was referred

.1.3 S.F. No. 2562: A bill for an act relating to veterans affairs; providing a health
4 screening benefit for eligible members of the armed forces; requiring a report;

1.5 appropriating money; prdposing coding for new law in Minnesota Statutes, chapter 197.

1.6 Reports the same back with the recommendation that the bill do pass and be
1.7 re-referred to the Committee on Finance. Report adopted.

::~ (~~~~~~ .

1.10 March 27, 2006 .
1.11 (Date of Committee recommendation)

1
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1.1 Senator Vickerman from the Committee on Agriculture, Veterans and Gaming,
1.2 to which was referred

~.. 3 S.F. No. 2728: A resolution memorializing the President and the United States
4 Congress to name the Rochester Veterans Outpatient Clinic the Corporal Chuck Lindberg

1.5 Clinic.

1.6 Reports the same back with the recommendation that the resolution do pass and be
1.7 placed on the Consent Calendar. Report adopted.

t1L-__ ;J(
~:~ (~~~·fJiF(~:················

1.10 March 27, 2006 .
1.11 (Date of Committee recommendation)

1
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1.1
1.2

1.3
1.4
1.5

1.6
1.7

1.8
1.9

1.10
1.11

Senator Vickerman from the Committee on Agriculture, Veterans and Gaming,
to which was referred

R.F. No. 3243: A bill for an act relating to the military; providing certain protections
to persons ordered into active military service; amending Minnesota Statutes 2004, section
190.055.

Reports the same back with the recommendation that the bill do pass. Report
adopted.

March 27, 2006 .
(Date of Committee recommendation)

1
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1.1 Senator moves to amend S.F. No. 2953 as follows:

1.2 Page 16, after line 20, insert:

1.3 "Sec. 21. Minnesota Statutes 2005 Supplement, section 349.17, subdivision 7,

1.4 is amended to read:

1.5 Subd. 7. Bar bi.ngo. An organization may conduct bar bingo subject to the

1.6 following restrictions:

1.7 (1) the bingo is conducted at a site the organization owns or leases and which has a

1.8 license for the sale of intoxicating beverages on the premises under chapter 340A;

1.9 (2) the bingo is conducted using only bingo paper sheets purchased from a licensed

1.10 distributor; and

1.11 (3) no rent may be paid for a bar bingo occasion~

1.12 (4) linked bingo game~ rna, not be eond'tteted at a bat bingo oeea~ion.

1.13 EFFECTIVE DATE. This section is effective the day following final enactment.

1.14 Sec. 22. [349.1721] CONDUCT OF PULL-TABS.

1.15 Subdivision 1. Cumulative or carryover games. The board shall by rule permit

1.16 pull-tab games with multiple seals. The board shall also adopt rules for pull-tab games

1.17 with cumulative or carryover prizes.

1.18 Subd. 2. Event games. The board shall by rule permit pull-tab games in which

1.19 certain winners are determined by the random selection of one or more bingo numbers or

1.20 by another method approved by the board.

1.21 EFFECTIVE DATE. This section is effective the day following final enactment."

1.22 Page 21, after line 13, insert:

1.23 "Sec. 27. Minnesota Statutes 2004, section 349.211, subdivision 2a, is amended to

1.24 read:

1.25 Subd. 2a. Pull-tab prizes. The maximum prize which may be awarded for any

1.26 single pull-tab is $599, not including any cumulative or carryover prizes. Cumulative or

1.27 carryover prizes in a pull-tab game shall not exceed $2,500. An organization may not

1.28 sell any pull-tab for more than $2.

1.29 EFFECTIVE DATE. This section is effective the day following final enactment."

1.30 Renumber the sections in sequence and correct the internal references

1.31 Amend the title accordingly

1
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1.1 Senator moves to amend S.F. No. 2953 as follows:

1.2 Page 6, line 24, delete everything after the period

1.3 Page 6, delete lines 25 to 31 and insert "For licenses renewed with an effective date

1.4 between July 1,2006, and June 30, 2008, an organization shall carry forward an amount

1.5 equal to 15 percent of any positive allowable expense carryover amount. This balance

1.6 must be used to offset any future negative expense balance at the time of license renewal. "

1.7 Page 6, delete section 7

1.8 Page 10, line 15, delete everything after "renewal" and insert a period

1.9 Page 10, delete line 16 and insert "The board may by rule impose sanctions or

1.10 penalties on organizations that exceed the expenditure restrictions under section 349.15,

1.11 subdivision 1."

~.12 Page 19, line 1, strike "No"

1.13 Page 19, line 3, strike "activity other than"

1.14 Page 19, line 4, delete the new I?Ilguage and strike the old language

1.15 Page 19, line 5, delete the new language and insert "No person, distributor,

1.16 manufacturer, lessor, linked bingo game provider, or organizational entity other than the

1.17 licensed organization leasing the space may conduct any activity other than the sale or

1.18 serving of food and beverages on the leased premises during times when lawful gambling

1.19 is being conducted within a booth operation on the leased"

1.20 Page 22, after line 20, insert:

1.21 "Sec. 26. EFFECTIVE DATE.

1.22 This act is effective the day following final enactment."

1.23 Renumber the sections in sequence and correct the internal references

1.24 Amend the title accordingly

1
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1.1 Senator moves to amend S.F. No. 2953 as follows:

1.2 Page 1, after line 11, insert:

"Section 1. Minnesota Statutes 2004, section 240.18, subdivision 3a, is amended to

1.4 read:

1.5 Subd. 3a. Other categories. Available money apportioned to breeds other than

1.6 breeds contained in subdivisions 2 and 3 must be distributed as financial incentives to

1.7 encourage horse racing and horse breeding for such breeds. Available money apportioned

1.8 for the Arabian breed may be distributed to owners who are Minnesota residents racing at

1.9 licensed Minnesota racetracks or at racetracks of border states."

1.10 Renumber the sections in sequence and correct the internal references

1.11 Amend the title accordingly

1
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1.1 Senator moves to amend S.F. No. 2953 as follows:

1.2 Page 1, after line 11, insert:

"Section 1. Minnesota Statutes 2004, section 240.18, subdivision 3a, is amended to

1.4 read:

1.5 Subd. 3a. Other categories. Available money apportioned to breeds other than

1.6 breeds contained in subdivisions 2 and 3 must be distributed as financial incentives to

1.7 encourage horse racing and horse breeding for such breeds. Available money apportioned

1.8 for the Arabian breed may be distributed to owners who are Minnesota residents racing at

1.9 licensed Minnesota racetracks or at racetracks of border states."

1.10 Renumber the sections in sequence and correct the internal references

1.11 Amend the title accordingly

1
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Senators Rest, Vickerman, Wergin, Hann and Solon introduced-

S.F. No. 2953: Referred to the Committee on Agriculture, Veterans and Gaming.

1 1 A bill for an act
relating to gambling; making various clarifying, technical, and conforming

1.3 changes to lawful gambling provisions; modifying expenditure restriction
1.4 requirements; amending Minnesota Statutes 2004, sections 349.12, subdivisions
1.5 4,18,21; 349.1635, subdivision 3; 349.168, ·subdivision 10; 349.17, subdivision
1.6 6; 349.19, subdivisions 2, 3; Minnesota Statutes 2005 Supplement, sections
1.7 349.12, subdivisions 12a, 25; 349.15, subdivision 1; 349.151, subdivisions
1.8 4, 4c; 349.153; 349.16, subdivision 2; 349.162, subdivisions 4, 5; 349.1635,
1.9 subdivision 4; 349.166, subdivisions 1, 2; 349.167, subdivision 1; 349.17,
1.10 subdivision 5; 349.173; 349.18, subdivision 1; 349.213, subdivision 1.

1.11 BE IT ENACTED BY THE LEGISLATURE OF THE STATE·OF MINNESOTA:

1.12 Section 1. Minnesota Statutes 2004, section 349.12, subdivision 4, is amended to read:

1.13 Subd. 4. Bingo. "Bingo" means a game where each player has a bingo hard card

1 or~ bingo paper sheet, or facsimile of a bingo paper sheet when used in conjunction

1.15 with an electronic bingo device, for which a consideration has been paid, and played in

1.16 accordance with this chapter and with rules ofthe board for the conduct ofbingo. "Bingo"

1.17 also includes a linked bingo game.

1.18 Sec. 2. Minnesota Statutes 2005 Supplement, section 349.12, subdivision 12a, is

1.19 amendec;l to read:

1.20 Subd. 12a. Electronic bingo device. "Electronic bingo device" means an electronic

1.21 device used by a bingo player to monitor bingo paper sheets or facsimile of a bingo paper

1.22 sheet when purchased at the time and place ofan organization's bingo occasion and which

1.23 (1) provides a means for bingo players to input numbers announced by a bingo caller; (2)

....:.4 compares the numbers entered by the player to the bingo faces previously stored in the

1.25 memory of the device; and (3) identifies a winning bingo pattern.

Sec. 2. 1
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2.1 Electronic bingo device does not mean any device into which coin, currency, or tokens are

2.2 inserted to actiyate play.

2.3 Sec. 3. Minnesota Statutes 2004, section 349.12, subdivision 18, is amended to read:

2.4 Subd. 18. Gambling equipment. "Gambling equipment" means: bingo hard cards

2.5 or paper sheets, linked bingo paper sheets, devices for selecting bingo numbers, electronic

2.6 bingo devices, pull-tabs, jar tickets, paddlewheels, paddlewheel tables, paddletickets,

2.7 paddleticket cards, tipboards, tipboard tickets, and pull-tab dispensing devices.

2.8 Sec. 4. Minnesota Statutes 2004, section 349.12, subdivision 21, IS amended to read:

2.9 Subd. 21. Gross receipts. "Gross receipts" means all receipts derived from lawful

2.10 gambling ~ctivity including, but not limited to, the following items:

2.11 (1) gross sales ofbingo hard cards ami.1 paper sheets, facsimiles ofbingo paper

2.12 sheets when used in conjunction with an electronic bingo device, and rental of electronic

2.13 bingo devices before reduction for prizes, expenses, s~ortages, free plays, or any other

2.14 charges or offsets;

2.15 (2) the ideal gross ofpull-tab and tipboard deals or games less the value ofunsold

2.16 and defective tickets and before reduction for prizes, expenses, shortages, free plays,

2.17 or any other charges or offsets;

2.18 (3) gross sales of rame tickets and paddletickets before reduction for prizes,

2.19 expenses, shortages, free plays, or any other charges or offsets;

2.20 (4) admission, commission, cover, or other charges imposed on participants in

2.21 lawful gambling activity as a condition for or cost ofparticipation; and

2.22 (5) interest, dividends, annuities, profit from transactions, or other income derived

2.23 from the accumulation or use of gambling proceeds.

2.24 Gross receipts does not include proceeds from rental under section 1,4Q 1"" p

2.25 349.18, subdivision 3.

2.26 Sec. 5. Minnesota Statutes 2005 Supplement, section 349.12, subdivision 25, is

2.27 amended to read:

2.28 Subd. 25. Lawful purpose. (a) "Lawful purpose" means one or more of the

2.29 followirig: .

2.30 (1) any expenditure by or contribution to a 50I(c)(3) or festival organization, as

2.31 defined in subdivision 15a, provided that the organization and expenditure or contribution

2.32 are in confo~tywith standards prescribed by the board under section 349.154, which -

Sec. S. 2
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3.1 standards must apply to both types of organizations in the same manner and to the same

3.2 extent;

(2) a contribution to an individual or family suffering from poverty, homelessness,

3.4 or physical or mental disability, which is used to relieve the effects of that poverty,

3.5 homelessness, or disability;

3.6 (3) a contribution to an individual for treatment for delayed posttraumatic stress

3.7 syndrome or a contribution to a program recognized by the Minnesota Department of

3.8 Human Services for the education, prevention, or treatment of compulsive gambling;

3.9 (4) a contribution to or expenditure on a public or private nonprofit educational

3.10 institution registered with or accredited.by this state or any other state;

3.11 (5) a contribution to a 'scholarship ftmd an individual, public or private nonprofit

3.12 educational institution registered with or accredited by this state or any other state, or

3.13 to a scholarship' fund ofa nonprofit organization whose primary mission is to award

3:14 scholarships, for defraying the cost of education to individuals where the funds are

3.15 awarded through an open and fair selection process;

3.16 (6) activities by an organization or a government entity which recognize

3.17 humanitarian or military service to the United States, the state of Minnesota, or a

3.18 community, subject to rules ofthe board, provided that the rules must not include mileage

3.19 reimbursements in the computation of the per diem reimbursement limit and must impose

3.20 no aggregate annual limit on the amount of reasonable and necessary expenditures made

3.21 to support:

3.22 (i) members of a military marching or color guard unit for activities conducted

3.23 within the state;

(ii) members of an organization solely for services perfonned by the members at

3.25 funeral services; or

3.26 (iii) members ofmilitary marching, color guard, or honor guard units may be

3.27 reimbursed for participating in color guard, honor guard, or marching unit events within

3.28 the state or states contiguous to Minnesota at a per participant rate ofup to $35 per diem;

3.29 (7) recreational, community,- and athletic facilities. and activities intended primarily

3.30 for persons under age 21, provided that such facilities and activities do not discriminate on

3.31 the basis of gender and the organization complies with section 349.154;

3.32 (8) payment of local taxes authorized' under this chapter, taxes imposed by the

3.33 United States on receipts from lawful gambling, the taxes imposed by section 297E.02,
. .

., 1.4 subdivisions 1,4, 5, and 6, and the tax imposed on unrelated business income by section

3.35 290.05, subdivision 3;

Sec. 5. 3
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4.1 (9) payment ofreal estate taxes and assessments on permitted gambling premises

4.2 wholly owned by the licensed organization paying the taxes, or wholly leased by a licensed

4.3 veterans organization under a national charter recognized under section SOI(c)(19) of

4.4 the Internal Revenue Code, not to exceed:

4.5 (i) for premises used for bingo, the amount that an organization may expend under

4.6 board rules on rent fOT bingo; and

4.7 (ii) $3S,000 per year for premises used for other forms of lawful gambling;

4.8 (10) a contribution to the United States, this state or any ofits political subdivisions,

4.9 or any agency or instrumentality thereof other than a direct contnoution to a law

4.10 enforcement or prosecutorial agency;

4.11 (11) a contribution to or expenditure by a nonprofit organization which is a church

4.12 or body of communicants gathered in common membership for mutual support and

4.13 edification in piety, worship, or religious observances;

4.14 (12) payment of the reasonable costs of aD. audit required in section 297E.06,

4.15 subdivision 4, provided the annual audit is filed in a timely manner with the Department of

4.16 Revenue;

4.17 (13) a-contribution to or expenditure on projects or activities approved by the .

4.18 commissioner ofnatural resources for:

4.19 (i) wildlife management projects that benefit the public at large;

4.20 (ii) grant-in-aid trail maintenance and grooming established under sections 84.83

4.21 and 84.927, and other trails open to public use, including purchase or lease of equipment

4.22 for this purpose; or

4.23 (iii) supplies and materials for safety training and educational programs coordinated

4.24 by the Department ofNatural Resources, including the Enforcement Division;

4.25 (14) conducting nutritional programs, food shelves, and congregate dining programs

4.26 primarily for persons who are age 62 or older or disabled;

4.27 (IS) a contribution to a community arts organization, or an expenditure to sponsor

4.28 arts programs in the community, including but not limited to visual, literary, performing,

4.29 or musical arts;

4.30 (16) an expenditure by a licensed veterans organization for payment ofwater, fuel

4.31 for heating, electricity, and sewer costs for a building wholly owned or wholly leased by

4.32 and used as the primary headquarters ofthe licensed veterans organization;

4.33 (17) expenditure ~y a licensed veterans organization ofup to $S,OOO in a calendar

4.34 year in net costs to the organization for meals and other membership events, limited to

4.35 members and spouses, held in recognition ofmilitary service. No more than $S,OOO..can be

Sec. 5. 4
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5.1 expended in total per calendar year under this clause by all licensed veterans organizations

5.2 sharing the same veterans post home;

(18) payment offees authorized under this chapter imposed by the state ofMinnesota

5.4 to conduct lawful gambling in Minnesota; or

5.5 (19) a contribution or expenditure to honor an individual's humanitarian service

5.6 as demonstrated through philanthropy or volunteerism to the United States, this state,

. 5.7 or local community.

5.8 (b) Notwithstanding paragraph (a), "lawful purpose" does not include:

5.9 (1) any expenditure made or incurred for the purpose ofinfiuencing the nomination

5.10 or election of a candidate for public office or for the purpose ofpromoting or defeating a

5.11 ballot question;

5.12 (2) any activity intended to influence an election or a governmental decision-making'

5.13 process;

5~14 (3) the erection, .acquisition, improvement, expansion, repair, or maintenance ofreal

. 5.15 property or capital assets owned or leased by an organization, unless the board has first

5.16. specifically authorized the expenditures after finding that (i) the real property or capital
\

5.17 assets will be used exclusively for one or more of the purposes in paragraph (a); (ii)

5.18 with respect to expenditures for repair or maintenance only, that the property is or will

5.19 be used extensively as a meeting place or event location by other nonprofit organizations

5.20 or community or service groups and that no rental fee is charged for the use; (iii) with

5.2.1 respect to expenditures, including a mortgage payment or other debt service payment, for

5.22 erection or acquisition only, that the erection or acquisition is necessary to replace with

5.23 a comparable building, a building owned by the organization and destroyed or made

uninhabitable by fire or natural disaster, provided that the expenditure may be only

5.25 for that part of the replacement cost not reimbursed by insurance; (iv) with respect to

5.26 expenditures, including a mortgage payment or other debt service payment, for erection or

5.27 acquisition only, that the erection or acquisition is necessary to replace with a comparable

5.28 building a building owned by the organization that was acquired from the organization by

5.29 eminent domain or sold by the organization to a purchaser that the orgariization reasonably

5.30 believed would otherwise have acquired the building by eminent'domain, provided

5.31 that the expenditure may be only for that part of the replacement cost that exceeds the

5.32 compensation received by the organization for the building being replaced; or (v) with

5.33 respect to an expenditure to bring an existing building into compliance with the Americans

:- ~ -t with Disabilities Act under item (ii), an organization has the option to apply the amount of

5.35 the board-approved expenditure to the erection or acquisition of a replacement building

5.36 that is in compliance with the Americans with Disabilities Act;

Sec. 5. 5



03/01106 REVISOR EB/DS 06-6191

6.1 (4) an expenditure by an organization which is a contribution to a parent

6.2 organization, .foundation, or affiliate of the contributing organization, if the parent

6.3 organization,. foundation, or affiliate has provided to the contributing organization within

6.4 one year of the contribution any money, grants, property, or other thing ofvalue;

6.5 (5) a contribution by a licensed organization to another licensed organization unless

6.6 the board has specifically authorized the contribution. The board must authorize such a

6.7 contribution when requested to do so by the contributing organization unless it makes an

6.8 affirmative finding that the contribution will not be used by the recipient organization for

6.9 one or more ofthe purposes in paragraph (a); or

6.10 (6) a contribution to a statutory or home rule charter city, county, or town by a

6.11 licensed organization with the knowledge that the governmental unit intends to use the

6.12 contribution for a pension or retirement fund.

6.13 Sec. 6. Minnesota Statutes 2005 Supplement, section 349.15, subdivision 1, is

6.14 am~nded to read:

6.15 Subdivision 1. Expenditure restrictions. Gross profits from lawful gambling

6.16 may be expended only for lawful purposes or allowable expenses as authorized by the

6.17 membership.ofthe conducting organization at a monthly meeting of the organization's

6.18 membership. Provided that no more than 70 percent ofthe gross profit less the tax imposed

6.19 under section 297E.02, subdivision 1, from bingo, and no more than 60 percent of the

6.20 gross profit from other forms oflawful gambling, may be expended biennially during the

6.21 term of~e license for allowable expenses related to lawful gambling. For licenses issued

6.22 after June 30, 2006, compliance with this subdivision will be measured on a biennial basis

6.23 that is concurrent with the tenn of the license. Compliance wi~h this subdivision is a

6.24 condition for the renewal of any license beginning on July 1,2008. For licenses issued

6.25 after June 30, 2006, the board may authorize a waiver ofthe limit imposed on allowable

6.26 expenses if the board determines that an organization was unable to remain in c~mpliance

6.27 with expense limits due to unforeseen or extraordinary expenses beyond the organization's

6.28 control or for expenses for permanent gambling equipment. An organization, if granted

6.29 a waiver, must be in compliance with expense limitS within one year ofbeing granted a

6.30 waiver. The board may not grant a waiver when an org~zation failed to take steps to

6.31 monitor expenses or to reduce expenSes within its control.

6.32 Sec. 7.·Minnesota Statutes 2005 Supplement, section 349.151, subdivision 4, is

6.33 amended to read:

6.34 Subd. 4. Powers and duties. (a) The board has the following powers and duties:

Sec. 7. 6
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7.1 (1) to regulate lawful gambling to ensure it is conducted in the public interest;

7.2 (2) to issue licenses to organizations, distributors, distributor salespersons,

manufacturers, linked bingo game providers, and gambling managers;

7.4 (3) to collect and deposit license, permit, and registration fees due under this chapter;

7.5 (4) to receive reports required by this chapter and inspect all premises, records,

7.6 books, and other documents of organizations, distributors, manufacturers, and linked

7.7 bingo game providers to insure compliance with all applicable laws and rules;

7.8 (5) to make rules authorized by this chapter;

7.9 (6) to register gambling equipment and issue registration stamps;

7.10 (7) to provide by rule for the mandatory posting by organizations conducting lawful

7.11 gambling of rules ofplay and the odds andlorhouse percent.age on each form of lawful

7.12 gambling;

7 13 (8) to report annually to the governor and legislature on its activities and on

7:14· recommended changes in the laws governing gambling;

7.15 (9) to report amiually to the governor and legislature a financial summary fo~ each

7.16 licensed .organization identifying the· gross receipts, prizes paid, allowable expenses,

7.17 lawful purpose expenditures including charitable contributions and all taxes and fees as

7.18 per section 349.12, subdivision 25, paragraph (a), clauses (8) and (18), and the percentage

7.19 of annual gross profit used for lawful purposes;

7.20 (10) to impose civil penalties ofnot more than $500 per violation on organizations,

7.21 distributors, distributor salespersons, manufacturers, linked bingo game pr~viders, and

7.22 gambling managers for failure to comply with any provision ofthis chapter or any rule or

7.23 order of the board;

(11) to issue premises permits to organizations licensed to conduct lawful gambling;

7.25 (12) to delegate to the director the authority to issue or deny license and premises

7.26 permit applications and renewals under criteria established by the board;

7.27 (13) to delegate to the director the authority to approve or deny fund loss requests,

7.28 contribution ofgambling funds to another licensed organization, and property expenditure

7.29 requests under criteria established by the board;

7.30 (14) to suspend or revoke licenses and premises permits of organizations,

7.31 distributors, distributor salespersons, manufacturers, linked bingo game providers, or

7.32 gambling managers as provided in this chapter;

7.33 (15) to approve or deny requests from licensees for:

.., "4 (i) waivers from fee requirements as provided in section 349.16, subdivision 6; attd

7.35 (ii) variances from Gambling Control Board rules under section 14.055; and

Sec. 7. 7
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8.1 (iii) waivers from allowable expense limits as provided in section 349.15,

8.2 subdivision 1;

8.3 (16) to register employees of organizations licensed to conduct lawful gambling;

8.4 (17) to require fingerprints from persons determined by board rule to be subject to

8.5 fingerprinting;

8.6 (18) to delegate to a compliance review group ofthe board the authority to investigate

8.7 alleged violations, issue consent orders, and initiate contested cases on behalfofthe board;

·8.8 (19) to order organizations, distributors, distributor salespersons, manufacturers.,

8.9 linked bingo game providers, and gambling managers to take correc~ve actions; and

8.10 (20) to take all necessary steps to ensure the integrity of and public confidence

8.11 in lawful gambling.

8.12 (b) The board, or director if authorized to act on behalf of the board, ~ay by citation

8.13 assess any organization, distributor, distributor salesperson, manufacturer, linked bingo

8.14 game provider, or gamblmg manager a civil penalty ofnot more than $500 per violation

8.15 for a failure to c9mply with any provision of this chapter or any rule adopted or order

8.16 issued by the board. Any organization, distributor, distributor salesperson, gambling

8.17 manager, linked bingo game provider, or manufacturer assessed a civil penalty under this

8.18 paragraph may request a hearing before the board. Appeals of citations imposing a civil

8.19 penalty are not subject to the provisions 'ofthe Administrative Procedure Act.

8.20 (c) All penalties received by the board must be deposited in the general fund.

8.21 (d) All fees imposed by the board under sections 349.16 to 349.167 must be

8.22 deposited in the state treasury and credited to a lawful gambling regulation account in the

8.23 special revenue fund. Receipts in this account are available for the operations of the board

8.24 up to the amount authorized in biennial appropriations from the legislature.

8.25 Sec. 8. Minnesota Statutes 2005 Supplement, section 349.151, subdivision 4c, is

8.26 amended to read:

8.27 Subd. 4c. Electronic bingo. (a) The bo.ard may by rule authorize but not require the

8.28 use of electronic bingo devices.

8.29 (b) Rules adopted under paragraph (a):

8.30 (1)'must limit the number ofbingo faces that can be played using an electronic

8.31 bingo device to 36;

8.32 (2) must require that an electronic bingo device be used with corresponding bingo

8.33 paper sheets or a facsimile, printed at the point ofsale, as approved by the board;
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9.1 (3) must require that the electronic bingo device site system have dial-up capability

9.2 to pennit the board to remotely monitor the operation of the device and the internal"

accounting systems; and

9.4 (4) must prohibit the price ofa face played on an electroni~bingo device from being

9.5 less than the price of a face on a bingo paper sheet sold at the same occasion.

9.6 Sec. 9. Minnesota Statutes 2005 Supplement, section 349.153, is amended to re"ad:

9.7 .349.153 CONFLICT OF INTEREST.

9.8 (a) A person may not serve on the board, be the director, or be an employee of the

9.9 board who has an interest in" any corporation, association, limited liability company, or

9.10 partnership that is licensed by the board as a distributor, manufacturer, or linked bingo

9.11 game provider llltdeI section 349.164.

(' . (b) A member of the board, the director, or an employee of the board may not

9.13 accept employment with, receive compensation directly or indirectly from, or enter into a

9.14 contractual relationship with an organization that conducts lawful gambling, a distributor,

9.15 a linked bingo game provider, or a manufacturer while employed with or a member of the

9.16 board or within one year after tenninating employment with o~ leaving the board.

9.17 (c) A distributor, manufacturer, linked bingo game provider, or organization licensed

9.18 to conduct lawful gambling may not hire a fonner employee, director, or member of

9.19 the Gambling Control Board for one year after the employee, director, or member has

9.20 terminated employment with or left the Gambling Control Board.

9.21 (d) A member of the board, the director, or "an employee of the board may not

9.22 purchase any chance in a lawful gambling game unless it is part of an investigation.

9.23" Sec. 10. Minnesota Statutes 2005 Supplement, section 349.16, subdivision 2, is

9.24 amended to read:

9.25 Subd. 2. Issuance of gambling licenses. (a) Licenses authorizing organizations

9.26 to conduct lawful gambling may be issued by the board to organizations meeting the

9.27 qualifications in paragraphs (b) to (h) if the board detennines that the license is consistent

9.28 with the purpose of sections 349.11 to 349.22.

9.29 (b) The organization must have been in existence for the most recent three years

9.30 preceding the license application as a registered Minnesota nonprofit corporation or as

9.31 an organization designated as exempt from the payment of income taxes by the Internal

Revenue Code.

9.33 (c) The organization at the time of licensing must have at least 15 active members.
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10.1 (d) The organization .must not be in existence solely for the purpose of conducting

10.2 gambling.

10.3· (e) The organization has identified in its license application the lawful purposes on

lOA . which it proposes to expend net profits from lawful gambling and has identified an annual

10.5 ~oal for charitable contributions, expressed as a percentage of gross profits.

10.6 (f) The organization has identified on its license application a gambling m~agerand

10.7 certifies that the manager is qualified under this chapter.

10.8 (g) The organization must not, in the opinion of the board after consultation with the

10.9 commissioner of revenue, be seeking licensing primarily for the purpose of evading or

10.10 reducing the tax imposed by section 297E.02, subdivision 6.

10.11 . (h) The organization has not exceeded the .expenditure restrictions imposed under

10.12 section 349..15, subdivision 1, or if the organization has exceeded the expenditure

10.13 restrictions under section 349.15, subdivision 1, the organiZation has reimbursed any

10.14 excess expenses from a source ofnongambling funds. Reimbursement of excess expenses

10.15 .is a condition for license renewal but does not prohibit the Gambling Control Board from

10.16 imposing sanctions against the organization for violation of section 349.15, subdivision 1.

10.17 Sec. 11. Minnesota Statutes 2005 Supp~ement, section 349.162, subdivision 4, is

10.18 amended to read:

10.19 Subd. 4. Prohibition. (a) No person other than a licensed distributor may possess

10.20 unaffixed registration stamps issued by the board for the purpose of registering gambling

10.21 equipment.

10.22 (b) Unless otherwise provided in this chapter, no person may possess gambling

10.23' equipment that has not been registered.

10.24 (c) On and afteI January 1, 1991, No distributor may:

10.25 (1) sell a bingo hard card or paper sheet that does not bear an i~dividualnumber; or

10.26 (2) sell a package ofbingo paper sheets that does not contain bingo paper sheets

10.27 in numerical order. .

10.28 Sec. 12. Minnesota Statutes 2005 Supplement, section 349.162, subdivision 5, is

10.29 . amended to read:

10.30 Subd. 5. Sales from facilities. (a) All gambling equipment purchased or possessed

10.31 by a licensed distributor for resale to any person for use in Minnesota must, prior to the

10.32 equipment's resale, be unloaded into a storage facility located in Minnesota which the

10.33 distributor owns or leases; and which has been registered, in advance and in writing, with

10.34 the Division ofAlcohol and Gambling Enforcement as a storage facility ofth~ distributor.
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11.1 All unregistered gambling equipment and all unaffixed registration stamps owned by, or

11.2 in the possession of: a licensed distributor in the state ofMinnesota shall be stored at a

storage facility which has been registered.with the Division of Alcohol and Gambling

11.4 Enforcement. No gambling equipment may be moved from the facility unless the

11.5 gambling equipment has been first registered with the board or the Department ofRevenue.

11.6 (b) Notwithstanding section 349.163, subdivisions 5, 6, and 8, a licensed

11.7 manufacturer may ship into Minnesota approved or unapproved gambling equipment

11.8 if the licensed manufacturer ships the gambling equipment to a Minnesota storage

11.9 facility that is: (1) owned or leased by the licensed manufacturer; and (2) registered, in

11.10 advance and in writing, with the Division ofAlcohol and Gambling Enforcement as a

11.11 manufacturer's storage facility. No gambling equipment may be shipped into Minnesota

11.12 to the manufacturer.'s registered storage facility unless the shipment of the gambling

11 13 equipment is reported to th~ Department ofRevenue in a manner prescribed by the

lL14 department. No gambling equipment may be moved from the storage facility unless

11.15 the gambling equipment is sold to a licensed distributor and is otherwise in conformity

11.16 with this chapter, is shipped to an out-of-state site and the shipment is reported to the

11.17 Department ofRevenue in a manner prescribed by the department, or is otherwise sold

11.18 and shipped as permitted by board rule.

11.19 (c) All storage facilities owned, leased, used, or operated by a licensed distributor

11.20 or manufacturer may be entered upon and inspected by the employees of the Division of

11.21 Alcohol and Gambling Enforcement, the Division ofAlcohol and Gambling Enforcement

11.22 director's authorized representatives, employees of the Gambling Control Board or its

11.23 authorized representatives, employees of the Department of Revenue, or authorized

4 representatives of the director of the Division of Special Taxes of the Department of

11.25 Revenue during reasonable and regular business hours. Obstruction of, or failure to

11.26 pennit, entry and inspection is cause for revocation or suspension of a manufacturer's.or

11.27 distributor's licenses and permits issued under this chapter.

11.28 (d) Unregistered gambling equipment and l:uudfixcd rc!:istIatioft stamDS found at

11.29 any location in Minnesota other than the manufacturing plant ofa licensed manufacturer

11.30 or a registered storage facility are contraband u~der section 349.2125. This paragraph

11.31 doe~ not apply:

11.32 (1) to unregistered gambling equipment being transported in interstate commerce

11.33 betwee~ locations outside this state, if the interstate shipment is verified by a bill of lading

1" "4 or other valid shipping document; and

11.35 (2) to gambling equipment registered with the Department of Revenue for

11.36 distribution to the tribal casinos.
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12.1 Sec. 13. Minnesota Statutes 2004, section 349.1635, subdivision 3, is amended to read:

12.2 Subd. 3. Attachments to application. An applicant.for a linked.bingo game

12.3 provider license must attach to its application:

12A (1) evidence ofa bond in the principal amount of$2S8,880 $100,000 payable to the

12.5 state ofMinnesota conditioned on the payment of all linked bingo prizes and any other

12.6 money due and payable under this chapter;

12.7 (2) detailed plans and specifications for the operation of the linked bingo game

12.8 and the linked bingo system; and

12.9 (3) any other infonnation required by the board by rule..

12.10 Sec. 14. Minnesota Statutes 2005 Supplement, section 349.1635, subdivision 4,

12.11 is amended to read:

12.12 Subd. 4. Prohibition. (a) Except for services associated exclusively with a linked

12.13 bingo game, a linked bingo game provider may not participate or assist in the conduct

12.14 of lawful gambling by an organization. No linked bingo game provider or employee,

12.15 representative, agent, affiliate, or other employee of a linked bingo game provider may:

12.16 (1) hold any financial or managerial interest in a premises leased for the conduct

12.17 of bingo;

12.18 (2) also be licensed as a distributor or hold any financial or managerial interest

12.19 in a distributor;

12.20 (3) sell or lease linked bingo game equipment to any person not licensed as an

12.21 organization;

12.22 (4) purchase gambling equipment to be used exclusively in a.linked bingo game .

12.23 from any person not licensed.as a manufacturer under section 349.163; and

12.24 (5) provide 2m olgamzatioft, a lessor of gambling premises; or an appointed official

12.25 any compensation, gift, ~atuity, premium, or contribution,:,; and

12.26 (6) provide an employee or agent ofthe organization any compensation, gift, gratuity,

12.27 premium, or other thing ofvalue greater than $25 per organization in a calendar year.

12.28 (b) Employees of the board and the Division ofAlcohol and Gambling Enforcement

12.29 may inspect the books, records, inventory, and business premises of a licensed linked

12.30 bingo game provider without notice during the nonnal business hours of the linked bingo

12.31 game provider. The board may charge a linked bingo game provider for the actual cost of

12.32 conducting scheduled or unscheduled inspections of the licensee's facilities.

12.33 Sec. 15. Minnesota Statutes 2005 Supplement, section 34.9.166, subdivision 1, is

12.34 amended to read:

Sec. 15. 12
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13.29 Sec. 16. Minnesota Statutes 2005 Supplement, section 349.166, subdivision 2, is

13.30 amended to read:

13.31 Subd. 2. Exemptions. (a) Lawful gambling, with the exception of linked bingo

13.32 games, may be· c·onducted by an organization without a license and without complying

.... 33 with sections 349.168, subdivisions 1 and 2; 349.17, subdivisions 4 and 5; 349.18,

13.34 subdivision 1; and 349.19 if:

Sec. 16. 13
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14.1 (1) the organization conducts iawful gambling on five or fewer days in a calendar

14.2 year;

14.3 (2) the organization does not award more than $50,000 in prizes for lawful gambling

14.4 -in a calendar year;

14.5 (3) the organization pays a fee of $50 to the board, notifies the board in writing

14.6 not less than 30 days before each lawful gambling occasion of the date and location of

14.7 the occasion, or 60 days for an occasion held in the case of a city of the first class, the

14.8 types of lawful gambling to be conducted, the prizes to ~e awarded, and receives an

14.9 exemption identification number;

14.10 (4) the organization notifies the local government unit 30 days before the lawful

14.11 gambling occasion, or 60 days for an occasion held in a city of the first class;

14.12 (5) the organization purchases all gambling equipment and supplies from a licensed

14.13 distributor; and

14.14 (6) the organization reports to the board, on a single-page form prescribed by the

14.15 board, within. 30 days of each gambling occasion, the gross receipts, prizes, expenses,

14.16 expenditures ofnet profits from the occasion, and the identification of the licensed

14.17 distributor from whom all g~bliri.g.equipment was purchased.

14.18 (b) Ifthe organization fails to file a timely report as required by paragraph (a), clause

14.19 (3) ~~ (6), the board shall not issue any authorization, license, or permit to the organization -

14.20 to conduct lawful gambling on an exempt, excluded, or licensed basis until the report has

14.21 been filed and the organization may be subject to penalty as determined by the board The

14.22 board may refuse to issue any authorization, license, or permit if a report or application is

14.23 determined to be incomplete or knowingly contains false or inaccurate information.

14.24 (c) M~rchandise prizes must be valued at their fair market value.

14.25 (d) Organizations that qualify to conduct exempt raffies under paragraph (a), are

14.26 exempt from section 349.173, paragraph (b), clause (2), if the raffie tickets are sold only

14.27 in combination with an organization's membership or a ticket for an organization's

14.28 membership dinner and are not included with any other raffie conducted under the exempt

14.29 permit.

14.30 (e) Unused pull-tab and tipboard deals m~~t be returned to the distributor within

14.31 seven working days after the end of the lawful gambling occasion. The distributor Plust

14.32 accept and pay a refund for all returns ofunopened and undamaged deals returned under

14.33 this paragraph.

14.34 (f) An organization that is exempt from taxati~n on purchases ofpull-tabs and

14.35 tipboards under section 297E.02, subdivision 4, paragraph (b), clause- (4), must return to
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15.1 the distributor any tipboard or pull-tab deal no part ofwhich is used at the lawful gambling

15.2 occasion for which it was purchased by the organization.

£:>.3 (g) The organization must maintain all required records of exempt gambling activity

15.4 for 3-1/2 years.

15.5 Sec. 17. Minn~sota Statutes 2005 Supplement, section 349.167, subdivision 1, is

15.6 amended to read:

15.7 Subdivision 1. Gambling manager required. (a) All lawful gambling conducted by

15.8 a licensed organization must be under the supervision of a gambling ~anager. A gambling

15.9 manager designated by an organization to supervise lawful gambling is responsible for the

15.10 gambling gross receipts ofthe organization and for its conduct in compliance· with all laws

15.11 and rules. A person designated as a gambling manager shall maintain a dishonesty bond in

·,12 the sum of $10,000 in favor of the organization conditioned on the faithful perfollllance

15.13 of the manager's duties. The tenns of-the bond must provide that notice be given to the

15.14 board in writing not less than 30 days before its cancellation.

15.15 (b) A person may not a~t as a gambling manager for more than one organization.

15.16 (c) An organization may not conduct lawful gambling without having a gambling

15.17 manager.

15.18 (d) An organization may not have more than one gambling manager at any time.

15.19 Sec. 18. Minnesota Statutes 2004, section 349.168, subdivision 10, is amended to read:

15.20 Subd. 10. Employment of certain persons. An organization that I! 111! • 1111 +~1-t II

15.21 Mid tip boards on leased premises within a booth operation ma) not emplo) OtfteI thm

~5.22 as a seHer ofpttll tabs Mid tip hoards the lessOi of those premises or a person who is

15.23 erftl'lo, ed b) the lessor of those premises leases a premises may not pay compensation to

15.24 the lessor, a member ofthe lessor's immediate family, or lessor's employees, other than as

15.25 a seller ofpull-tabs and .tipboards within a booth operation on the premises. A member of

15.26 the' lessor's immediate family may be compensated by an organization for the conduct of

15.27 gambling at other sites not owned by the lessor.

15.28 Sec. 19. Minnesota Statutes 2005 Supplement, section 349.17, subdivision 5, is

15.29 amended to read:

15.30 Subd. 5. Bingo cards and sheets. (a) The board shall by rule require that all

'5.31 licensed organizations: (1) conduct bingo only using liqttid daubers Oft a bingo paper

15.32 sheets sheet or facsimile of a bingo face that bear bears an individual number recorded

15.33 by the distributor or linked bingo game provider; and (2) use each bingo paper sheet for
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16.1 no more than one bingo occasion. In lieu of the requirements of clause (2), a licensed

16.2 organization may electronically record the sale of each bingo hard card or paper sheet at

16.3 each biJ.1go occasion using an electronic recording system approved by the board.

16.4 (b) The requirements ofparagraph (a) shall only apply to a licensed organization

16.5 that received gross receipts from bingo in excess of $150,000 in the organization's last

16.6 fiscal year.

16.7 Sec. 20. Minnesota Statutes 2004, section 349.17, subdivision 6, is amended to read:

16.8 Subd. 6. Conduct of bingo. (a) Each bingo hard card and paper sheets must have

16.9 five horizontal rows ofspaces with each row except one having five numbers. The center

16.10 row must have four numbers and the center space marked "free." Each column must

16.11 have one ofthe letters B-I-N-G-O in order at the top. Bingo paper sheets may also have

16.12 numbers that are not preprinted but are filled in by players.

16.13 (b) A game ofbingo begins with the first letter and number called. Each player must

16.14 cover or mark V9ith a liauid datlhCI the numbers when bingo L"lll1! li!i1'!I'!Iil".1 L nl....1.... A

16.15 numbers are randomly maV91'1 selected, announced, and displayed to the players, either

16.16 manually or with a flashboard and monitor. The game is won when a player has covered

16.17 or marked a previously designated arrangement ofnumbers on the card or sheet and

16.18 declared bingo. The game is completed when a winning card or sheet is verified and a

16.19 prize awarded, except that prizes won in linked bingo games may be awarded pursuant to

16.20 subdivision 3.

16.21 Sec. 21. Minnesota Statutes 2005 Supplement, section 349.173, is amended to read:

16.22 349.173 CONDUCT OF RAFFLES.

16.23 (a) Raffle tickets or certificates ofparticipation at a minimum must list the three

16.24 most expensive prizes to be awarded. If additional prizes will be awarded, a complete

16.25 list of additional prizes must be publicly posted at the event and copies of the complete

16.26 prize list made available upon request. Notwithstanding section 349.12, subdivision 33,

16.27 raffies conducted under the exemptions in section 349.166 may use tickets that contain

16.28 only the sequential number of the rame ticket and no other mformation if the organization

16.29 makes a list ofprizes and a statement of other relevant information required by rule

16.30 available to persons purchasing tickets and iftickets are only sold at the event and on the

16.31 date when the tickets are drawn.

16.32 (b) Raffles must be conducted in a manner that ensures:

16.33 (1) all entries in the raflle have an equal chance of selection;
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(2) entry in the raffle is not conditioned upon any other purchase, except that a

certificate ofparticipation may be a button with a nominal value of less than $5;

(3) the method of selection is conducted in a public forum;

(4) the method of selection cannot be manipulated or based on the outcome of an

event not under the control of the organization;

(5) physical presence at the raffle is not a requirement to win; and

(6) all sold and unsold tickets or certificates ofparticipation are accounted for.

(c) Methods of selecting winning entries from a raffle other than prescribed in rule

may be used with the prior written approval of the board.

Sec. 22. 'Minnesota Statutes 2005 Supplement, section 349.18, subdivision 1, is

amended to read:

Subdivision 1. Lease or ownership required; rent limitations. (a) An organization

may conduct lawful gambling only on premises it owns or leases. Leases must be on a

form prescribed by the board. Exeel't for leases entcIed into before A:tl~st 1.. 1994.. The.

term of the lease may not begin before the effective date of the premises permit and must

expire on the same day that the premises permit expires. Lea~es approved by the board

must specify that the board may authorize an organization to withhold rent from a lessor

for a period ofup to 90 days if the board determines that illegal gambling occurred on

the premises and that the lessor or its employees participated in the illegal gambling or

~ew ofthe gambling and did not take prompt action to stop the gambling. The lease must

authorize the continued tenancy of the organization without the payment of rent during

the time period determined by the board under this paragraph. Copies of all leases must

be made available to employees ofthe board and the Division ofAlcohol and Gambling

Enforcement on request. The board may prescribe by rule limits on the amount of rent

which an organization may pay to a lessor for premises leased for bingo. Any rule adopted

by the board limiting the amount ofrent to be paid may only be effective for leases entered

into, or renewed, after the effective date of the rule.

(b) Rent paid by an organization for leased premises for the conduct ofpull-tabs,

tipboards, and paddlewheels is subject to the following limits:

(1) for booth operations, including booth operations where a pull-tab dispensing .

device is located, booth operations where a bar operation is also conducted, and booth

operations where both a pull-tab dispensing device is located and a bar operation is also

conducted, the maximum rent is:

(i) in any month where the organization's gross profit at those premises does not

exceed $4,000, up to $400; and
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18.1 (ii) in any month where the organizatiQn's gross profit at those premises exceeds

18.2 $4,000, up to $400 plus not more than ten percent of the gross profit for that month in

18.3 excess of $4,000;

18.4 (2) for bar operations, including bar operations where a pull-tab dispensing device

18.5 is located but not including bar operations subject to clause (1), and forlocations where

18.6 only a pull-tab dispensing device is located:

18.7 (i) in any month where the organization's gross profit at those premises does not

18.8 exceed $1,000, up to $200; and

18.9 (ii) in any month where the organization's gross profit at those.premises exceeds

18.10 $1,000, up to $200 plus not more than 20 percent of the gross profit for that month

18.11 in excess of $1,000;

18.12 (3) a lease not governed by clauses (1) and (2) must be approved by the board

18.1'3 before becoming effective;

18.14 (4) total rent paid to a lessor from all organizations from leases govemedby clause

18.15 (1) may not exceed $1,750 per·month. Total rent paid to a lessor from all organizations

18.16 from leases governed by clause (2) may not exceed $2,500 per month.

18.17 (c) Rent paid by an organization for leased premises for the conduct ofbingo is

18.18 subject to either of the following limits at the option of the parties to the lease:

18.19 (1) not more than ten. percent of the monthly gross profit from all lawful gambling

18.20 activities held d~ring bingo occasions excluding bar bingo or at a rate based on a cost per

18.21 square foot not to exceed 110 percent ofa comparable cost per square foot for leasedspace

18.22 as approved by the director; and

18.23 (2) no rent may be paid for bar bingo.

18.24 (d) Amounts paid as rent under leases are all-inclusive. No other services or

18.25 expenses provided or contracted by the lessor may be paid by the organization, including,

18.26 but not limited to, trash removal, janitorial and cleaning services, snow removal, lawn

18.27 services, electricity, heat, security, security monitoring, storage, other utilities or services,

18.28 and, in the case of"bar operations, cash.shortages, unless approved by the director..Any

18.29 other expenditure made by~ organization that is related to a leased premises must be

18.30 approved by the director. An organization may not provide any compensation or thing of

18.31 value to a lessor or the lessor's employees from any fund source other than its gambling

18.32 account. Rent payments may not be made to an individual.

18.33 (e) Notwithstanding paragraph (b), an organization may pay a lessor for food or

18.34 beverages or meeting room rental if the charge made is comparable to similar charges

18.35 made to other individuals or groups.
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(f) No pCIson, distIihtttol, rnanufaettlIel, lessor, linked hingo gante fJlovidel, or

olg2l1l"ization othel thatt the lieensed oIganization leasing the spaee rna, eonauet a1'l)

activitY oth~r than t~""I1!",1t. h' .II!U ., i 11~ uf fund: ftlld he \i eUt~es on the leased oremises auIin~

ti''''''.1I! vul ...n lawful gambling is heing may be conducted within a booth operation on the

a leased premises.

(g) At a site ~heIe the leased plemises eonsists or an Mea on or hehind a hal at

whieh aleoholie heverages lue sold and emplrryees or the lessOl Me emplo,ed h, the

olganiz:ation as pull tab scHels at the site, pml tabs attd tiphoald tiekets rna, he sold

and fedeemed h, those emplrryees at an, place Oft Of hehind the hat, httt the tiphOMds

"'IiA ".UJ ...",t.1UIt +ii' ",un .",la.1I! """~ L"'.I~h ~I1Ut!u.1I! +in l"~fl,l eJ"I'nhlin~ leu·,iht.1IIl n'lu.d he

'..."'i.djti.".........10 tltJit1"in t1,. t."'II!..A Iih.n.illhJI

OOJ.g} Employees of a lessor not involved in the conduct of lawful gambling on the

premises or nongambling employees of an organization conductitig lawful gambling on

the premises may participate in lawful gambling on the premises provided ffl ifpull-tabs

or tipboards are sold, the organization volttntMil, posts, Of is Iequited to post, posts the

major prizes ".1Ie .Reh..";fl,,A ;1' .1Ie"".;"" '4Q 171 ",nA (1) "'I' 0 ..." ..1.. 0 .... """oti";""'.;'''8 i,,, 1", tltJ~11

gambling is not a gambling emplo,ee :£01 the organization eondueting la~ftrI gambling

..,,, th.. h".Ii,i.II!i..1I! awarded.

ffllhl A gambling employee may'purchase pull-tabs or tipboards at the site of the

employee's place of employment provided:

(1) the organization vohmtarii, posts, 01 is IequiIed to post, the major prizes for

pull-tab or tipboard games as speeified in seetion 349.172; and

(2) the employee is not involved in the sale ofpull-tabs or tipboards at that site.

fu...ill At a leased site where an organization uses a paddlewheel consisting of

30 numbers or less or a tipboard consisting of 30 tickets or less, tickets may be sold

throughout the permitted premises, but winning tickets must be redeemed, the paddlewheel

must be located, and the tipboard seal must be opened'within the leased premises.

.11M A n,el"LeF hftl'L8, le.II!.lI!hl '.II! in'U'liaL~i"tL fJrn,il., na,n hut he" Lhl'ahLh.II!",tLA a.n'll.t Dbd.

lif "'I'll iii ~",niy"ti.ill 1t ."'.llI:ins .1lI:1I"Lt'. ". th.. III u"i.II!L.1I! 'Pd,. H'lI''I'' i.II!L.1I! df tl,i.1Il ""'I "'8 a", •.1" '"

"''''h.""l''.1 ..f.1 ... inm'Yi..as1i",t.. fJllin.i10" ill '" ."1 ..."".. h",u ......1aila.il ..,.lIIi1.1i.,,8

Sec. 23. Minnesota Statutes 2004, section 349.19, subdivision 2, is amended to read:

Subd. 2. Accounts. Gross receipts from lawful gambling by each organization must

be segregated from all other revenues of the conducting organization and placed in a

separate account. All expenditures for expenses, taxes, and lawful purposes must be made

from the separate account except (1) in the case of expenditures previously approved

Sec. 23. 19
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20.1 "by the organization'smembership for emergencies as defined by board rule, or (2) as

20.2 provided in subdivision 2a, or (3) when restricted to one electronic fund transaction for

20.3 the payment of taxes for the organization .as a whole, the organization may transfer the

20.4 amount oftaxes related to the conduct of gambling to the general account at the time when

20.5 due and payable. The name and address ofthe bank, the account number for the separate

20.6 account, and the names of organization members authorized as signatories on the separate

20.7 account must be provided to the board when the application is submitted. Changes in the

20.8 information must be submitted to the board at least ten days before the change is made.

20.9 Gambling receipts must be deposited into the gambling bank account within four business

20.10 days of completion ofthe bingo occasion, deal, or game from which they are received. A

20.11 deal ofpull-tabs is considered complete when either the last pull-tab ofthe deal is sold or

20.12 the organization does·not continue the play of the deal during the next SCheduled period

20.13 of time in which the organization will conduct pull-tabs. A tipboard game is considered·

20.14 complete when the seal on the game flare is uncovered. Deposit records must be sufficient

20.15 to allow determination of deposits made from each bingo occasion, deal, or game at each

20.16 permitted premises. The person who accounts for gambling gross receipts and profits may

20.17 not be the same person who accounts for other revenues ofthe organization.

20.18 Sec. 24. Minnesota Statutes 2004, section 349.19, subdivision 3, is amended to read:

.20.19. Subd. 3. Expenditures. (a) All expenditures of gross profits from lawful gambling

20.20 must be itemized as to payee, pUlpose, amount, and date ofpayment, and must be in

20.21 compliance with section 349.154. Authorization of the expenditures must be recorded

20.22 in the monthly meeting minutes of the licensed organization. Checks or authorizations

20.23 for electronic fund transfers for expenditures of gross profits must be signed by at least

20.24 two persons authorized by board rules to sign the checks. Expenditures of gross profits

20.25 from lawful gambling for local, .state, and federal taxes as identified in section 349.12,

20.26 subdivision 25, paragrap~ (a), clause (8), may be: (1) transferred electronically from

20.27 the organization's gambling account directly to bank accounts identified by local, state,

20.28 or federal agencies if the organization's gambling account monthly bank statement

20.29 specifically identifies the payee by name, the amount transferred, and the date of

20.30 the transaction; or (2) transferred electronically to and from the account of a payroll

20.31 processing firm that meets the criteria for such a firm established under section 349.168,

20.32 subdivision 6. Expenditures ofgross profits fromlawful gambling as identified in section

20.33 349.12, subdivision 3a, and as authorized by section 349.15, subdivision 1, for payments

20.34 for tltiiities, insuranee, md pa,roU proeessing ehatges taxes and allowable expenses

20.35 may be transferred electronically from the organization's gambling account directly to

)

Sec. 24. 20
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bank accounts identified by the vendor if the organization's gambling account monthly

bank statement specifically identifies the payee by name, the amount transferred, the

account number of the account into which the funds were transferred, and the date of the

transaction. Electronic payments of local.. state.. attd fcdeIm taxes and ntH it\; ••11 v1••11

1&1& .. J (nil,S ..I ili.~nulnee hlun'tcnts allowable expenses are pennitled only if they have

been authorized by the membership, the organization maintains supporting documentation,

and the expenditures can be verified.

(b) Expenditures authorized by the board according t~ section 349.12, subdivision

25, paragraph (b), clause (3), must be 51 percent completed within two years of the date

. ofboard approval. "Fifty-one percent completed" means that the work completed must

represent at least 51 percent of the value of the project as documented by the contractor

or vendor. An organization that fails to comply with this paragraph shall reapply to the

board for approval of the project.

Sec. 25. Minnesota Statutes 2005 Supplement, section 349.213, subdivision 1, is

amended to read:

Subdivision 1. Local regulation. (a) A statutory or home rule city or county has the

3;uthority to adopt more stringent regulation of lawful gambling within its jurisdiction,

including the prohibition of lawful gambling, and may require a pennit for the conduct

.of gambling ex~mpt from licensing under section 349.166. The fee for a pennit issued

under this mbdhision section 349.166 may not exceed $100. The authority granted by

this subdivision does not include the authority to require a license or fee for a license or

pennit to conduct gambling by organizations, gambling managers, gambling employees,

or sales by distributors or linked bingo game providers licensed by or registered with

the board. The authority granted by this subdivision does not include the authority to

require an organization to make specific expendItures ofmore than ten percent per year

from its net profits derived from lawful gambling. For the purposes of this subdivision,

net profits are gross profits less amounts expended for allowable expenses and paid in

taxes assessed on lawful gambling. A statutory or home rule charter city or a county may

not require an organization conducting lawful gambling within its jurisdiction to make

an expenditure to. the city or county as a condition to operate within that city or county,

except as authorized under section 349.16, subdivision 8, or 297E.02; provided, however,

that an ordinance requirement. that such organizations must contribute ten percent per

year of their net profits derived from lawful gambling conducted at premises within the

city's or county's jurisdiction to a fund administered and regulated by the responsible

local unit of government without cost to such fund, for disbursement by the responsible

Sec. 25. 21
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22.1 local unit of government of the receipts for (i) lawftd l''tul'0ses charitable contributions

22.2 as defined in section 349.12, subdivision 7a, or (ii) police, fire, and other emergency or

22.3 public safety-related servic~s, equipment,.and training, excluding pension obligations, is

22.4 not considered an expenditure to the city or county nor a tax under section 297E.02, and js

22.5 valid and lawful. A city Of county making expenditures authorized under this paragraph

22.6 must by March 15 of each year file a !eport with the board, on a form the board prescribes,

22.7 that lists all such revenues collected and expenditures for the previous calendar year.

22.8 (b) A statutory or home rule city or county may by ordinance require that a licensed

22.9 organization conducting lawful gambling within its jurisdiction expend all or·a portion

22.10 of its expenditures for lawful purposes on lawful purposes conducted or located within

22.11 the city's or county's trade area. Such an ordinance must be limited to lawful purpose

22.12 expenditures ofgross profits derived from lawful gambling conducted at premises within

22.13 the city's or county's jurisdiction, must define the city's or county's trade area, and must

22.14 specify the percentage oflawful pU1pose expenditures which must be expended within the

22.15 trade area. A trade area defined by a city under this subdivision must include each city and

22.16 township contiguous to the defining city.

22.17 (c) A more stringent regulation or prohibition of lawful gambling adopted by a

22.18 political subdivision under this subdivision must apply equally to all forms of lawful

22.19 gambling within the jurisdiction of the political subdivision, except a political subdivision

22.20 may prohibit the use of paddlewheels.

Sec. 25. 22
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February 21, 2006

The mission of the Gambling Control Board (Board) is to regulate lawful
gambling in Minnesota, so that citizens are assured of the integrity of the
industry and nonprofit organizations may continue to raise funds for charitable
contributions.

The Board continues to provide education, outreach, and guidance to the
lawful gambling industry through its ongoing programs, including:

• compliance reviews and site inspections,

• issuing licenses and permits,

• continuing education classes throughout the state,

• speaking engagements at state-level conventions,

• gambling manager seminars,

• individualized mentoring,

• a comprehensive web site, and

• a bi-monthly newsletter.

This annual report provides information for the fiscal year beginning July 1,
2004, through June 30, 2005.  Portions of the data were obtained from the
Minnesota Department of Revenue.

Respectfully submitted,

Peggy Moon, Chair                                 Tom Barrett, Executive Director

Message from the Board Chair
and Executive Director
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Gambling Control Board
Members and Staff

The Board has the power to issue, suspend, and revoke licenses.  Under Minnesota
Statutes, section 349.11, the Board’s purpose is “to regulate lawful gambling to prevent
its commercialization, to insure the integrity of operations, and to provide for the use of
net profits only for lawful purposes.”

The Gambling Control Board is comprised of seven citizens.  Five of the members are
appointed by the Governor, and the Attorney General and Commissioner of Public Safety
each appoint one member.

Members           City   Appointed by Term

Peggy Moon, Chair St. Joseph Governor 7/01 to 6/05

Howard Register, Vice Chair Eagan Public Safety  7/03 to 6/07

Pat Davies, Secretary Mendota Heights Attorney General  7/03 to 6/07

Gerald Dexter White Bear Lake Governor  8/02 to 6/06

Shirleen Hoffman Delano Governor 8/04 to 6/06

William Goede Plainview Governor 8/04 to 6/08

Tamara Garcia Eden Prairie Governor 8/04 to 6/08

Executive Director
Tom Barrett

FY 2004 expenditures:       $2,608,000
Board staff:                       31 (FTE 29)

Board Counsel
Melissa Eberhart, Assistant Attorney General
Darren DeJong, Assistant Attorney General
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         Fee Total Collected*
Manufacturer license ................................................................................ $9,000 $ 81,000
Game approval and testing (manufacturer) ............................................. $25/$100 165,375
Distributor license .....................................................................................  6,000 102,000
Distributor salesperson license ...................................................................... 100 14,800
Linked bingo game provider license ..............................................................5,000 10,000
Bingo hall license ......................................................................................  4,000  24,000*
Organization license ....................................................................................  350 450,450
Gambling manager license ........................................................................     100 145,700
Premises permit .........................................................................................  150 585,650
Regulatory fee (monthly fee of 0.1% of gross receipts from gambling conducted by licensed ........ 1,384,404
      organizations at each site)
Excluded Permit (limited bingo, less than $1,500 value in cumulative raffle prizes) ............ none 0
Exempt Permit  (up to 5 days of activity, total prizes valued at $50,000 or less) ................   50 147,245
                                                                             Total fees collected                         3,110,624
Civil penalties and fines ............................................................................... vary 62,850
State gambling taxes, after refunds (collected by Department of Revenue) ........................... 54,288,000
                                           Total taxes, fee, and penalties collected ............ $57,461,474

* Effective August 1, 2005, bingo hall licenses were repealed.  $32,000 was collected
for bingo hall license fees, and fees totaling $8,000 were refunded.

 Cash Receipts
Statement of Cash Receipts and Industry Overview

During fiscal year 2005, the Minnesota lawful gambling industry consisted of:

Licensees and Activities Description

8 manufacturers Sold product to licensed distributors.  In FY05, 4,327 new games and product
were approved for sale in Minnesota.

14 distributors Sold product to licensed lawful gambling organizations.

231 distributor salespersons Persons licensed to sell gambling equipment.

9 bingo halls Locations where more than one organization leases space to conduct bingo.

1,438 nonprofit organizations Nonprofit organizations licensed to conduct gambling at permitted premises.

Type of Organization         Number   Percent

FRATERNAL - Lions, Eagles & Auxiliary, Moose, Elks, 187 13%
Knights of Columbus

VETERANS - American Legion, VFW, & Auxiliaries 399 27.7%
RELIGIOUS - Church/Cathedral 33 2.3%
OTHER NONPROFIT - Fire relief, hockey, Jaycees, 819 57%

baseball, athletic, rod and gun, snowmobile,
business/chamber/development, sportsman,
community, other

                                                                                                      TOTAL 1,438 100%

1,600 gambling managers Gambling managers are members of licensed nonprofit organizations and are
responsible for supervising the organizations’ lawful gambling operations.

3,297 premises permits 1,438 licensed nonprofit organizations were issued 3,297 premises permits.
2,125 exempt organizations Permitted organizations conduct limited gambling up to five days per calendar

year. In fiscal year 2005, exempt organizations conducted 2,927 activities, with
gross receipts of $28,786,000.

1,229  excluded organizations Nonprofit organizations may apply for authorization to conduct excluded
bingo and raffles activities.  In fiscal year 2005, 1,747 excluded activities were
conducted  (bingo 535 and raffles 1,212).

 Industry Overview
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Lawful Gambling Statistics

FY         Gross Receipts         Prizes Paid        Net Receipts
05 $1,373,783,000 -3.1% $1,122,783,000 -3.3% $251,000,000 -2.5%
04 1,418,109,000 0.0% 1,160,753,000 -0.3% 257,356,000 1.5%
03      1,418,200,000 -1.2%     1,164,591,000 -1.0%     253,609,000 -2.1%
02       1,435,426,000 -0.1%       1,176,268,000 0.2%       259,158,000 -1.1%
01       1,436,603,000 -4.2%       1,174,490,000 -4.2%       262,113,000 -4.4%
00       1,500,042,000 3.5%       1,225,813,000 3.8%       274,229,000 2.2%
99       1,449,055,000 3.0%       1,180,608,000 3.1%       268,447,000 2.6%
98       1,407,137,000 4.0%       1,145,509,000 4.3%       261,628,000 2.8%
97       1,352,740,000 -1.3%       1,098,294,000 -1.0%       254,446,000 -2.3%
96       1,369,932,000 0.7%       1,109,528,000 0.6%       260,404,000 1.2%

Ten-Year Comparison
(percent change from previous fiscal year)

Fiscal Year Summary

Gross Receipts  (sales)                Prizes Paid      Net Receipts (gross less prizes)     % Payout

 ACTIVITY              FY 2005        % Change        FY 2005            FY 2005       % Change
from FY04       from FY04   FY05  FY04

Pull-Tabs 1,277,248,000  -3.2 1,049,990,000 227,258,000  -2.7       82.2  82.3
Bingo             68,144,000 -3.7    53,133,000   15,011,000 - 3.4 78.0 78.1
Paddlewheels 17,327,000 -3.7 13,322,000 4,005,000 1.6 76.9 78.1
Raffles 5,887,000 5.6 2,981,000 2,906,000 3.9 50.6 49.8
Tipboards           4,985,000   31.8       3,357,000      1,628,000 22.8 67.3  64.9
Interest Income 192,000     -7.7               - 0 - 192,000  -7.7

TOTALS $1,373,783,000 -3.1    $1,122,783,000 $  251,000,000 -2.5 81.7 81.9

Lawful Gambling Activity

Tipboards,  $4,985,000 
 0.3%

Paddlewheels, 
$17,327,000

1.3%

Bingo,  $68,144,000 
 5.0%

Raffles,  $5,887,000
 0.4%

Pull-Tabs,  
$1,277,248,000 93%
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Lawful Purpose Expenditures

Organizations may contribute for lawful purpose expenditures (contributions) in the
following categories.

Other Lawful Purpose Expenditure Categories
• Community arts organizations or program sponsorships
• Religious purposes
• Donations to or by nonprofit organizations designated by the Internal Revenue

Service as 501(c)(3) organizations or as 501(c)(4) festival organizations
• Relieving effects of poverty, homelessness, or disabilities
• Treatment for compulsive gambling
• State agency-approved wildlife management projects
• Cost of audit of the lawful gambling financial records
• Real estate taxes within defined limits
• State, local, and federal gambling taxes; state lawful gambling license fees
• Specific utility costs and membership events by licensed veterans organizations

Recognition of
military service

or
humanitarian service

Youth
activities

Grooming and maintaining
snowmobile and

all-terrain vehicle trails
approved by the
Department of

Natural Resources

Board-approved repair and
maintenance projects of

organizations’
buildings

Congregate dining,
nutritional programs, or

food shelves for the
disabled or persons
age 62 and older

Scholarship funds,
and

private or public
nonprofit

educational
institutions

Programs and projects by the
United States, the state of
Minnesota, or local units of

government
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05   $61,621,000 7,333,000 54,288,000

04    63,539,000 6,900,000 56,639,000

03    62,698,000 6,566,000 56,132,000

02    62,655,000 6,232,000 56,423,000

01    62,147,000 6,246,000 55,901,000

00    68,765,000  6,209,000 62,556,000

99    68,709,000   6,088,000 62,621,000

98    68,828,000   5,780,000 63,048,000

97    64,717,000  2,700,000 62,017,000

96    65,849,000

 State Gambling Taxes
         Taxes Paid    Refund*     Taxes After Refund

The three state gambling taxes included as lawful
purpose expenditures are:
Gross Receipts Taxes:  1.7 percent of the gross
receipts on pull-tab and tipboard games.

Net Receipts Taxes:  8.5 percent on the net
receipts on bingo, raffles, and paddlewheels.

Combined Receipts Taxes:  A progressive tax
calculated on the gross receipts from pull-tab
games, tipboards, and interest.

* Refund on unsold pull-tab and tipboard tickets,
  effective 7/1/96.

Ten-Year Comparison
05 $124,974,000
04 $130,944,000

 03 $123,138,000
     02 $126,514,000
     01 $129,153,000
     00 $140,841,000
     99 $141,071,000
     98 $138,176,000
     97 $135,632,000
     96 $141,427,000

 Lawful Purpose Expenditures

       FY 2005               FY 2004 % Change
Lawful Purpose Expenditures $   70,686,000           $   74,305,000 -4.9

State Gambling Taxes Paid      54,288,000              56,639,000  -4.2
         Gross Receipts State Tax     21,990,000                 22,889,000 -3.9
         Net Receipts State Tax 1,873,000                   1,907,000   -1.8
         Combined Receipts State Tax      30,425,000                 31,843,000 -1.8

TOTALS  $ 124,974,000         $ 130,944,000 -4.6%

Lawful Purpose Expenditures

Lawful Purpose Expenditures

100,000,000

110,000,000

120,000,000

130,000,000

140,000,000

150,000,000

96 97 98 99 00 01 02 03 04 05
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An allowable expense is an expense or a proportion of an expense directly related to the conduct of lawful
gambling.  Organizations are allowed to spend up to 55 percent of net receipts toward these types of operating
costs.  A higher limit is authorized for the net receipts from bingo.

Allowable Expenses

Compensation and payroll taxes     $61,587,000 $62,080,000 - 0.8

Gambling equipment (pull-tabs, bingo   24,440,000     25,189,000 - 3.0
paper, tipboards, paddletickets)

Rent   24,963,000    23,986,000 4.1

Accounting and legal work 4,627,000      4,661,000          - 0.7

Office supplies and miscellaneous expenses       5,579,000       5,682,000  - 1.8

Gambling device purchase (paddlewheel & table,      2,351,000      2,294,000 2.5
bingo selection device, pull-tab dispensing device),
storage, and maintenance

Penalty and interest paid 48,000 30,000 60.0

Cash shortages (see next page)    1,699,000       1,681,000   1.1

Utilities      878,000       1,154,000 -23.9

Bond, license, permits    444,000       465,000 -4.5
  (Percent change due to two-year licensing cycle
  & 7/1/03 change for license/permit fees to lawful purpose)
Advertising          574,000           562,000 2.1

Theft and liability insurance          890,000            874,000  1.8

Expenses were offset by reimbursements from a source of nongambling funds for the following:
Excess cash shorts (661,000) (549,000) 20.4
Negative expense calculations (1,393,000) (1,697,000) -17.9

NOTE:  For leases negotiated after May 31, 2003, rent is all-inclusive (utilities, etc) and for bar operations, the lessor
must reimburse all cash shortages.  Lessors and their employees may not be paid compensation.  Effective July 1, 2003,
license and permit fees are reported as a lawful purpose instead of allowable expense.

Allowable expenses as reported to the Department of Revenue included:

              Operating Cost                    FY05         FY04 % Change

Ten-Year Comparison of
Allowable Expenses

Office Supplies

Gambling Equipment

05 $126,026,000

04 $126,412,000

03 $130,471,000

02 $132,644,000

01 $132,960,000

00 $133,388,000

99 $127,376,000

98 $123,452,000

97 $118,814,000

96 $118,977,000

      

    Rent

Corner
Bar
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FY         Net Cash Shortages
05 $1,038,000

04 1,132,000

03 1,383,000

02 1,513,000

01 1,656,000

00 1,840,000

99 1,924,000

98 1,877,000

97 1,923,000

96 2,069,000

A cash shortage is the difference between the
reported net receipts for a game and the actual cash
on hand to be deposited for that game.

For reporting purposes, shortages may not exceed
three-tenths of one percent (.3%) of  gross receipts
(sales) and are treated as an allowable expense.

For bar operation leases negotiated after May 31,
2003, cash shortages must be reimbursed by the
lessor.

The Board closely monitors cash shortages, because
shortages may indicate theft or mismanagement.

Lawful Gambling Statistics

Net Cash Shortages 

500,000
700,000
900,000

1,100,000
1,300,000
1,500,000
1,700,000
1,900,000
2,100,000
2,300,000
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             G R O S S N E T  (after prizes)
COUNTY RECEIPTS             % CHANGE                     RECEIPTS %  CHANGE

                          FY05                    FY04     since FY04            FY05            FY04          since FY04

Lawful Gambling Activity within a County

Aitkin      14,106,000 14,808,000 -4.7% 2,441,000 2,575,000 -5.2%
Anoka 104,428,000   101,584,000 2.8% 19,133,000 18,559,000 3.1%
Becker 12,420,000 12,463,000 -0.3% 2,173,000 2,186,000 -0.6%
Beltrami                           9,079,000         8,627,000 5.2% 1,516,000 1,451,000 4.5%
Benton 11,878,000       11,285,000 5.3% 2,340,000 2,221,000 5.4%
Big Stone 509,000            542,000 -6.1% 93,000 98,000 -5.1%
Blue Earth 15,920,000       16,786,000 -5.2% 3,032,000 3,400,000 -10.8%
Brown 5,073,000         5,757,000 -11.9% 981,000 1,104,000 -11.1%
Carlton 11,997,000        13,211,000 -9.2% 1,988,000 1,979,000 0.5%
Carver 16,218,000      16,012,000 1.3% 2,890,000 2,799,000 3.3%
Cass 11,930,000      12,046,000 -1.0% 2,116,000 2,071,000 2.2%
Chippewa 4,643,000      4,839,000 -4.1% 793,000 763,000 3.9%
Chisago 11,864,000       11,898,000 -0.3% 2,139,000 2,134,000 0.2%
Clay 13,676,000      13,641,000 0.3% 2,505,000 2,569,000 -2.5%
Clearwater 3,308,000       3,461,000 -4.4% 576,000 597,000 -3.5%
Cook 81,000                  0 100.0% 21,0000 0 100.0%
Cottonwood 1,655,000         1,809,000 -8.5% 315,000 347,000 -9.2%
Crow Wing 34,283,000        35,184,000 -2.6% 6,256,000 6,400,000 -2.3%
Dakota 68,532,000        67,964,000 0.8% 12,675,000 12,467,000 1.7%
Dodge 4,705,000        4,407,000 6.8% 895,000 816,000 9.7%
Douglas 19,762,000        20,018,000 -1.3% 3,208,000 3,209,000 0.0%
Faribault 5,021,000         5,240,000 -4.2% 900,000 955,000 -5.8%
Fillmore 7,810,000         7,430,000 5.1% 1,440,000 1,382,000 4.2%
Freeborn 10,681,000       11,453,000 -6.7% 2,067,000 2,188,000 -5.5%
Goodhue 9,075,000         9,421,000 -3.7% 1,632,000 1,672,000 -2.4%
Grant 3,519,000         3,462,000 1.6% 521,000 525,000 -0.8%
Hennepin 182,176,000      200,761,000 -9.3% 33,123,000 36,050,000 -8.1%
Houston 6,830,000       5,982,000 14.2% 1,258,000 1,101,000 14.3%
Hubbard 13,437,000       13,597,000 -1.2% 1,847,000 1,894,000 -2.5%
Isanti 9,743,000       10,635,000 -8.4% 1,714,000 1,835,000 -6.6%
Itasca 17,134,000       17,759,000 -3.5% 3,092,000 3,161,000 -2.2%
Jackson 964,000        1,093,000 -11.8% 188,000 210,000 -10.5%
Kanabec 4,803,000         5,007,000 -4.1% 916,000 958,000 -4.4%
Kandiyohi 8,575,000         9,021,000 -4.9% 1,529,000 1,635,000 -6.5%
Kittson 1,438,000         1,549,000 -7.2% 242,000 257,000 -5.8%
Koochiching 5,723,000         6,325,000 -9.5% 987,000 1,095,000 -9.9%
Lac qui Parle 1,980,000        1,733,000 14.3% 341,000 302,000 12.9%
Lake 3,565,000         3,509,000 1.6% 641,000 673,000 -4.8%
Lake of the Woods 4,989,000         5,556,000 -10.2% 851,000 893,000 -4.7%
Le Sueur 9,827,000       10,207,000 -3.7% 1,836,000 1,849,000 -0.7%
Lincoln 871,000        955,000 -8.8% 192,000 205,000 -6.3%
Lyon 3,785,000          3,916,000 -3.3% 748,000 777,000 -3.7%
Mahnomen 624,000          540,000 15.6% 81,000 70,000 15.7%
Marshall 4,933,000         4,797,000 2.8% 806,000 793,000 1.6%
Martin 7,155,000        7,715,000 -7.3% 1,239,000 1,339,000 -7.5%
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            G R O S S N E T  (after prizes)
COUNTY                                 RECEIPTS              %  CHANGE                     RECEIPTS             %  CHANGE

                          FY05               FY04       since FY04            FY05            FY04          since FY04

Lawful Gambling Activity within a County

NOTE: Receipts are based on sites located within a county (in annual reports prior to FY03, receipts were based on
organizations located within a county).  Variances between the above totals and those listed on page 5 are due to
rounding and reports being generated at different times.

McLeod 12,842,000        13,647,000 -5.9% 2,378,000 2,492,000 -4.6%
Meeker 6,652,000     7,513,000 -11.5% 1,318,000 1,447,000 -8.9%
Mille Lacs 14,965,000       15,395,000 -2.8% 2,728,000 2,777,000 -1.8%
Morrison 20,703,000    21,269,000 -2.7% 3,720,000 3,761,000 -1.1%
Mower 13,140,000      13,071,000 0.5% 2,725,000 2,670,000 2.1%
Murray 1,335,000       1,221,000 9.3% 271,000 249,000 8.8%
Nicollet 6,648,000       6,488,000 2.5% 1,291,000 1,217,000 6.1%
Nobles 2,439,000        3,056,000 -20.2% 519,000 631,000 -17.7%
Norman 1,656,000       1,865,000 -11.2% 264,000 283,000 -6.7%
Olmsted 20,427,000      20,838,000 -2.0% 4,300,000 4,350,000 -1.1%
Otter Tail 22,735,000      23,337,000 -2.6% 3,962,000 4,122,000 -3.9%
Pennington 6,479,000      6,896,000 -6.0% 1,154,000 1,202,000 -4.0%
Pine 11,305,000      11,447,000 -1.2% 2,020,000 2,012,000 0.4%
Pipestone 480,000        551,000 -12.9% 103,000 124,000 -16.9%
Polk 20,688,000      19,463,000 6.3% 3,463,000 3,211,000 7.8%
Pope 5,974,000       6,327,000 -5.6% 1,075,000 1,152,000 -6.7%
Ramsey 132,161,000    140,343,000 -5.8% 25,477,000 26,957,000 -5.5%
Red Lake 1,911,000       1,883,000 1.5% 338,000 335,000 0.9%
Redwood 2,393,000        2,508,000 -4.6% 460,000 461,000 -0.2%
Renville 3,739,000      4,383,000 -14.7% 667,000 755,000 -11.7%
Rice 13,815,000      15,129,000 -8.7% 2,812,000 3,014,000 -6.7%
Rock 1,854,000     1,649,000 12.4% 323,000 288,000 12.2%
Roseau 5,490,000   5,565,000 -1.3% 937,000 933,000 0.4%
Scott 20,836,000      21,810,000 -4.5% 3,773,000 3,879,000 -2.7%
Sherburne 27,325,000      29,236,000 -6.5% 4,656,000 4,897,000 -4.9%
Sibley 5,253,000      5,888,000 -10.8% 962,000 1,046,000 -8.0%
St. Louis 64,278,000      70,022,000 -8.2% 10,802,000 11,448,000 -5.6%
Stearns 55,142,000      56,363,000 -2.2% 11,123,000 11,361,000 -2.1%
Steele 10,756,000    11,764,000 -8.6% 2,037,000 2,138,000 -4.7%
Stevens 2,535,000       2,516,000 0.8% 460,000 471,000 -2.3%
Swift 4,183,000     3,916,000 6.8% 766,000 735,000 4.2%
Todd 12,461,000     13,217,000 -5.7% 2,212,000 2,323,000 -4.8%
Traverse 472,000       454,000 4.0% 82,000 79,000 3.8%
Wabasha 9,100,000     10,135,000 -10.2% 1,653,000 1,838,000 -10.1%
Wadena 5,005,000   5,143,000 -2.7% 801,000 871,000 -8.0%
Waseca 5,377,000     6,205,000 -13.3% 1,033,000 1,183,000 -12.7%
Washington 46,893,000     48,382,000 -3.1% 8,980,000 9,250,000 -2.9%
Watonwan 3,563,000     3,694,000 -3.5% 645,000 669,000 -3.6%
Wilkin 1,150,000       1,219,000 -5.7% 200,000 207,000 -3.4%
Winona 15,893,000      17,212,000 -7.7% 3,140,000 3,389,000 -7.3%
Wright 43,251,000     41,329,000 4.7% 7,418,000 7,135,000 4.0%
Yellow Medicine 1,444,000      1,490,000 -3.1% 281,000 292,000 -3.8%
TOTAL       1,365,473,000  1,417,844,000 -3.7% 249,606,000 257,218,000 -3.0%
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Legislative Changes

All changes effective August 1, 2005, unless noted otherwise.

BINGO
• Bar bingo conduct clarified. No rent may be paid for bar bingo.
• Bingo occasion clarified.  Removes game and occasion limits and restricts to maximum of 8

hours.
• Bingo cash discrepancies - modifies the reporting requirement to the Board for bingo gross

receipts discrepancies greater than $50 per occasion (was $20).
• Electronic devices - allows use of device by player to monitor bingo paper and identify winning

bingo pattern.  Outlines minimum requirements and restrictions for Board rules.

PULL-TABS AND TIPBOARDS
• Tipboard prizes - raises maximum prize for tipboard to $599, same as pull-tabs.
• Tipboard game signatures - clarifies signature requirements for tipboard games with more than

32 tickets. Those with 32 or less don’t need qualifying signatures; only winner signatures required.
• Posting  - Requires the posting of “winning tickets” at all sites where nongambling employees of

the organization are allowed to play the games.  Gambling employees may purchase tipboards or
pull-tabs at the site of employment if all major prizes are posted and the employee is not involved
in the sale of tipboards or pull-tabs at that site.

RAFFLES
• Raffles - definition expanded to allow a “certificate of participation” for unique activities such as a

“duck race.”  Clarifies the conduct of raffles.  Effective 6-4-2005.

LICENSE AND RENT CHANGES
• Bingo hall - repeals requirement for “Bingo hall license.”  References to bingo halls deleted and

clarifies premises used for bingo.
• Gambling manager bond - changes bond requirement from fidelity bond to dishonesty bond

(Bond amount remains at $10,000). May list GM position instead of GM name.
• Bingo rent changes -  Sets new rent limits for conduct of bingo.  Rent is all-inclusive, unless

approved by the Board director.
• Annual goal - requires organization to identify in license application its annual goal for charitable

contributions.
• Officer qualifications - clarifies criminal background checks for officers of licensed organizations

will focus on theft or fraud convictions and removes five year timeframe.
• Illegal gambling  - Board may authorize organization to withhold rent for up to 90 days, with

continued tenancy, at a site where illegal gambling occurred and lessor/employees participated in
or knew of illegal gambling and did not stop the illegal activity.

EXEMPT AND EXCLUDED PERMITS (NONLICENSED ORGANIZATIONS)
• Excluded raffles - removes requirement for raffles under $1,500 to be registered with Board.
• Exempt permits - adds penalty provision for failing to report financial information to the Board.

Allows raffle tickets to be sold in conjunction with membership solicitation or membership dinner
but cannot be included with any other raffle conducted by the organization.

LOCAL UNIT OF GOVERNMENT
• Local unit of government - Requires local government to share reports with Board for local

regulatory actions.
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Legislative Changes

LAWFUL PURPOSE EXPENDITURES (code changes effective 6-4-2005, except as noted)
• A-2 Allows for expenditures for goods/services in addition to direct contribution to an individual or

family suffering from poverty, homelessness, or a disability.
• A-3 Replaces the word “compulsive gambling ” with “problem gambling.”  Removes contributions for

treatment for “delayed posttraumatic stress syndrome” (is a “disability” under A-2).
• A-6 Removes “humanitarian” – maintains contributions for “military/vets.”  Allows donations for

support services for active military personnel and families in need.
• A-9 - Removes the word “wholly” and allows for payment of property taxes for a permitted

gambling premises owned by the licensed organization (wholly leased language for veterans
organizations remains).

- Removes the limit allowed for real estate taxes.
- Code A-9 change effective January 1, 2006.

• A-12 Modifies the classification of annual audit
- payment of audit prior to 6/30/06 is a lawful purpose expenditure;
- payment of audit after 6/30/06 is an allowable expense.

• A-13 Combines two DNR-related categories (A-13 & A-14) in code A-13, and adds an allowance for
expenditures related to DNR-approved safety training and education programs.

•   New# Existing codes A-15 to A-19 are renumbered to A-14 to A-18.
• A-19 New definition for “humanitarian service”. Honors humanitarian service demonstrated through

philanthropy or volunteerism.
• B(3) Replaces “natural disaster” with “catastrophe.”

CHARITABLE CONTRIBUTION
• Charitable contribution defined and include lawful purpose codes: A1-7, A-10, A-11, A13, A-14, A-15,

and A-19.
• Licensed organizations must report annually to its membership and the Board a financial summary

report including receipts, prizes paid, allowable expenses, lawful purpose expenditures and charitable
contribution expenditures.  Board then reports to Legislature.

ALLOWABLE EXPENSES
• Expense calculations –  raises limit to 60% effective 7-1-06. Bingo remains the same.
• For licenses issued after 6-30-06, compliance with expense calculations is measured on a biennial

basis concurrent with license term, and is a condition of license renewal effective 7-1-08. Excess
expenses must be reimbursed from nongambling funds.

• Meat raffle compensation in bar ops - allows compensation to an organization employee for
tickets sales related to a “meat raffle” when conducted no more than once a week.

MISCELLANEOUS AND TECHNICAL CHANGES
• Board Duties - removes bingo hall licenses, delegates additional authority to director, clarifies

distributor salesperson, and requires annual financial report to Governor and Legislature regarding
licensed organization receipts, expenses, lawful purpose, and charitable contributions.

• Director’s duties - delegates additional duties to director.
• Distributor gifts limited to $25 per organization per year.
• Registration stamps - removes obsolete language involving registration stamps, clarifies

registration of gambling equipment (non-bar coded), and corrects technical errors.
• Texas Hold-em – Card game allowed but organizers are prohibited from charging or collecting

any entry fee or other form of consideration from participants.  Effective 6-4-2005.

All changes effective August 1, 2005, unless noted otherwise.



  Page 16          Annual Report - FY2005

Rule Changes

The Board set a target date of late 2004 for completion of the comprehensive
review of Minnesota Rules, Chapters 7861 through 7865 process.

The Request for Comments on the rule review was published in 2001 in the
State Register.  During the 2003 legislative session, the Board was granted the
authority to promulgate rules governing linked bingo.  Linked bingo rules were
incorporated as part of the comprehensive rule review and amendments pack-
age.  On February 9, 2004, a notice was published in the State Register seeking
comments on planned new rules governing linked bingo and variances, and
amendments to existing rules.

The Public Advisory Committee, which was formed to advise the Board on the
provisions of the rule amendments and to comment on rules drafts, met on
several occasions to review rule drafts and provide opinions on rules issues and
concerns.

Proposed permanent rules relating to lawful gambling were approved to form by
the Revisor on May 19, 2004.  The statement of need and reasonableness was
prepared on May 25, 2004.

On June 28, 2004, a “Notice to adopt rules without a public hearing unless 25 or
more persons request a hearing, and a Notice of hearing if 25 or more requests
for a hearing are received” was published in the State Register.  No requests for
a public hearing were received.

The Board’s rulemaking docket and other rule related notices can be accessed
at www.gcb.state.mn.us.

The rules were approved by the administrative law judge on September 30,
2004 and by the Governor on October 14, 2004. The Notice to Adopt was
published in the State Register on October 25, 2004, with the rules becoming
effective on November 1, 2004.
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An integral part of the Board’s mission is educating the lawful gambling
industry.  To ensure  the integrity of the industry, education is provided to
organizations through the following opportunities.

Education Program

Gambling managers are required to
attend one class during each year of
their two-year license period.

Continuing education classes are
conducted at various locations
throughout the state free of charge
and are open to the public. The
chief executive officer, members, and
employees of the organizations are
invited as well.

During the fiscal year, 70 continuing
education classes were conducted.

Continuing Education Classes

Gambling manager seminars were conducted each month.
Each seminar consisted of two days of training and included
information on statutes, rules, conduct of lawful gambling,
internal controls, reporting , and the responsibilities of
organizations conducting lawful gambling.

Gambling
Manager
Seminars

Staff  participated in speaking engagements throughout the
state at conferences and conventions, such as American Legion,
VFW,   Eagles, and Lions.  Attending these functions allows the
staff to reach a large number of people and provide up-to-date
pertinent  lawful gambling information.

Speaking
Engagements

Mentoring

The Board’s mentoring program provides one-on-one training
to organizations on how to properly manage their gambling
operation and comply with all reporting requirements.  The
program also provides guidance to licensed organizations
that have experienced serious operational difficulties.

New organizations or existing organizations with a new gambling
manager may voluntarily participate in this program.

Continuing education
classes are conducted

at 2 p.m.
and 7 p.m.

Preregistration is not
required.

Classes are free and
open to the public.
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Education Program

The Lawful Gambling Manual  is a handy
reference guide for CEO’s, gambling managers,
and organizations--whether new or experienced.

The Manual provides information on statute and
rule requirements in an easy to understand format.

The Manual is divided into chapters that are easily referenced for:
√ licensing requirements,
√ conduct for each form of lawful gambling:  pull-tabs, bingo,

 paddlewheels, tipboards, and raffles,
√ managing gambling equipment inventory,
√ guidelines for internal controls of the gambling operation including

accounting and administrative controls, with a section on monthly oversight,
√ how net receipts may be spent, and
√ a comprehensive cross-reference index.

Lawful
Gambling

Manual
Minnesota

Gambling Control
Board

The Board publishes the bi-monthly
Gaming News  newsletter on its web site
at www.gcb.state.mn.us, and is mailed to
all licensed gambling managers.
Subscriptions to the newsletter are
available through Minnesota’s Bookstore.

Gaming News  provides up-to-date
information on compliance,
licensing, and education issues.

Gaming News also includes information on
legislative and rule changes, scheduled
continuing education classes, forms, and
Board activities.

The Departments of Revenue and Public
Safety and the Internal Revenue Service
periodically contribute articles for the
newsletter.

Gaming News
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Education Program

“Everything you always
wanted to know about
lawful gambling...”

can be found on the
Board’s web site at

BOARD INFORMATION
√√√√√ Meeting dates
√√√√√ Phone numbers
√√√√√  Summary of actions taken

by the Board at its
monthly meeting

√√√√√ Licensing informationLicensing informationLicensing informationLicensing informationLicensing information

√√√√√ FFFFFormsormsormsormsorms

√√√√√ Lawful gambling statutesLawful gambling statutesLawful gambling statutesLawful gambling statutesLawful gambling statutes

√√√√√ Lawful gambling rulesLawful gambling rulesLawful gambling rulesLawful gambling rulesLawful gambling rules

www.gcb.state.mn.us

• Gaming News
• CEO Guidebook
• Illegal Gambling
• Conduct of Pull-tabs

LIST of  licensed...
Distributors
Manufacturers
Linked Bingo Game
  Providers
Organizations

GET CONNECTED!
* Links to other agencies
* Link to legislature
* E-mail links to staff

Education information
Training dates
Request for mentoring

LLLLLOCAL GOOCAL GOOCAL GOOCAL GOOCAL GOVERNMENTVERNMENTVERNMENTVERNMENTVERNMENT
       (city and county)       (city and county)       (city and county)       (city and county)       (city and county)
- local tax or investigation fee- local tax or investigation fee- local tax or investigation fee- local tax or investigation fee- local tax or investigation fee
- contribution fund- contribution fund- contribution fund- contribution fund- contribution fund
- authority- authority- authority- authority- authority
- reports- reports- reports- reports- reports

• Lawful Gambling Manual
• Who May and May Not Play
• Raffle Ticket Requirements
• Frequently Asked Bingo

 Questions

PUBLICATIONS
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 Minnesota Gambling Control Board
1711 West County Road B, Suite 300 South

Roseville, Minnesota  55113

651-639-4000

 www.gcb.state.mn.us

This publication will be made available in alternative format
(large print, Braille) upon request. If you use a TTY, you may call us

by using the Minnesota Relay Service  and
ask to place a call to 651-639-4000.



State of Minnesota • Gambling Control Board

March 1, 2006

Honorable Tim Pawlenty, Governor
Honorable Steve Sviggum, Speaker of the House
Honorable James Metzen, President of the Senate
Legislative Committee Members
75 Reverend Dr. Martin Luther King Jr. Boulevard
130 State Capitol
St. Paul, MN 55155

Suite 300 South
1711 W. County Road B

Roseville, MN 55113
651/639-4000

RE: FY05 Financial Summary for Licensed Lawful Gambling Organizations

The attached report is a result of legislation passed during the 2005 session (MS 349.151, subd.
4(a),(9», requiring the Board to report to the Governor and Legislature a financial summary for
each licensed organization depicting gross receipts, prizes paid, expenses, and charitable
donations. The creation of the report was prompted in response to a program evaluation by the
Legislative Auditor (January 2005). The audit recommended that the legislature consider changes
in regulation and to increase the focus on the use ofcharitable gambling proceeds. This report is a .
partial result of implementing those recommendations.

Report Highlights:

• $121,600,000 was spent on total "Lawful Purpose" donations in FY 2005.
• $53,200,000 spent on "charitable" donations (43.75% oftotal Lawful Purpose donations).
• $57,900,000 spent on taxes and fees (47.6% oftota! Lawful Purpose donations).
• Veteran organizations account for 29% ofthe total licensed organizations.
• The percentage oftaxes/fees paid by organizations ranges from 4% to 100% ofLawful

Purpose donations (the overall average per organization for taxes/fees is 39%).
• Approximately 460 organizations (34%) are exceeding current expense limits based on the

"a1UlUal" report (this issue resulted in some ofthe expense limit changes passed during the
2005 session including raising the expense limit).

This report is sorted alphabetically, by licensed organization. Additional "sorts" (by.city, etc.) can
be found on our website at: www.gcb.state.mn.us.

Respectfully submitted,

'Y~fS...~--
Tom Barrett
Executive Director

Attachment

An equal opportunity employer



GAMBLING CONTROL BOARD REPORT 

Total Net Receipts $242,637,472

Total Lawful Purpose Expenditures $119,764,470

Net Receipts FY2005

Allowable 
Expenses 

$121,055,011   
49.89%

Lawful Purpose 
$119,764,868  

49.36%

Capital Assets & 
Improvements 
$2,041,611    

.84%

FY2005 Lawful Purpose Breakdown

Taxes / Fees  
$57,856,879          

47.59%

Other Lawful            
 Purpose  

$8,711,493   7.17%

"Charitable" LPE
 $53,196,098      

43.75%



$17,780,372 33.42% A1 501c(3) and 501c(4) festival organizations
$3,412,426 6.41% A2 poverty, disability

$26,834 0.05% A3 problem gambling
$3,086,326 5.80% A4 schools
$2,010,665 3.78% A5 scholarship
$2,120,952 3.99% A6 military  humanitarian

$10,732,991 20.18% A7 youth
$11,762,583 22.11% A10 government
$1,306,275 2.46% A11 church

$146,279 0.27% A13 wildlife management
$457,420 0.86% A14 grooming trails
$228,879 0.43% A15 food shelves, nutritional programs
$124,100 0.23% A16 community arts

$53,196,098 100.00%

FY2005 Charitable Contribution Breakdown

community arts
A16
0.2%

501c(3) 
A1     
33.4%

problem gambling
A3
0.1%

poverty, disability
A2
6.4%

government
A10
22.1%

youth
A7
20.2%

military /
humanitarian
A6
3.99%

scholarship
A5
3.8%

schools
A4
5.8%

church
A11
2.5%

food shelves       A15
0.4%

grooming trails
A14
0.9%

wildlife management
A13
0.3%
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02/21/06 REVISOR. XX/JC 06-6100

Senator Gerlach introduced-

S.F. No. 3281: Referred to the Committee on Agriculture, Veterans and Gaming.

.~.

1.1

1'"

L

A bill for an act
relating to the military; establishing a policy statement supportive ofmilitary
service; proposing coding for new law in Minnesota Statutes, chapter 190.

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

1.5 Section 1. I190.001l POLICY STATEMENT.

1.8

1.7

1.6

1.11

In recognition of the necessity of mai~taininga strong military force for the

protection and survival of this state and nation and of free and democratic allied societies

throughout the world, and of the numerous and varied sacrifices required ofmilitary

personnel and their families both in peacetime and war, and of the exemplary character,

coma e leadershi and trainin of United States Armed Forces ersonnel of all . _1 .. ',.,t,.....• J....J7au:A
r~tt-rJ'\L- . CO,{~r:¥~ IJ~~flJ(J~·{ / to. -

generations, it is the policy of the state ofMinnesotattoh?romulgate, implement, and /f1)Jltl. ---I
o~r

maintain laws, policies, rules, and procedures, insofar as is practicable and beneficial

1.13 to the people ofthis state and within available resources as may exist at any time, that

1.10

1.9.

1.14 encourage, recognize, and reward honorable military service to this state and nation,

1.15 whether in regular active service or in the National Guard or other Reserve component

1.16 service, during both peacetime and war.

Section 1. 1 I
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Senators Kubly, Vickerman and Senjem introduced-

S.F. No. 3437: Referred to the Committee on Agriculture~ Veterans and Gaming.

L 1 A bill for an act
relating to agriculture;. providing an income taX credit for sales or rentals of

1.3 agricultural assets to beginning farmers; providing an income tax credit for
1.4 beginning fanner financial management programs; modifying the beginning
1.5 fanner program administered by the Rural Finance Authority; amending
1.6 Minnesota Statutes 2004, section 290.06, by adding subdivisions; proposing
1.7 coding for new law in Minnesota Statutes, chapter 41B.

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

1.9 Section 1. J41B.03911 BEGINNING FARMER PROGRAM; TAX CREDITS.

1.10 Subdivision 1. Definitions. (al For purposes of this section, the following terms

1.11 have the meanings given.

1.12 (bl "Agricultural assets" means agricultural land, livestock, fanning or livestock

production facilities or buildings, and machinery used for farming or livestock production

1.14 located in Minnesota.

1.15 (cl "Farm" means any tract of land over ten acres in area used for or devoted to the

1.16 commercial production of farm products.

1.17 (dl "Farm product" means those plants and animals useful to humans and includes,

1.18 but is not limited to, forage and sod crops, grain and feed crops, dairy and dairy products,

1.19 poultry and poultry products, livestock, fruits, and vegetables.

1.20 (el "Farming or livestock production" means the active use, management, and

1.21 operation ofreal and personal property for the production of a fann product.

1.22 (ft "Owner of agricultural assets" means a person who is the owner in fee of

1.23 agricultural land or who has legal title to any other agricultural asset.

1;;.:..4 (g) "Beginning farmer or livestock producer" means a resident ofMinnesota who:

Section 1. 1
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'2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10

2.11

2.12

2.13

2.14

2.15

2.16

2.17

2.18

2.19

2.20

2.21

2.22

2.23

2.24

2.25

2.26

2.27

2.28

2.29

2.30

2.31

2.32

2.33

2.34

2.35

2.36

(1) is seeking entry or has entered within the last two years into fanning or livestock

production;

(2) intends to farm or raise crops or livestock on land located within the state borders

of Minnesota;

(3) is not related by blood or· marriage to the owner of the agricultural assets

from whom the beginning fanner or livestock producer is seeking to purchase or rent

agricultural assets;

(4) is not related by blood or marriage to a partner, member, shareholder, or trustee

of the owner ofagricultural assets from whom the beginning fanner or livestock producer

is seeking to purchase or rent agricultural assets; and

(5) meets the following eligibility requirements as determined by the authority:

(i) has a net worth ofnot more than $200,000, including any holdings by a spouse

or dependent, based on fair market value;

(ii) provides the majority of the day-to-day physical labor and management of the

fann"
~

(iii) has, by the judgment of the authority, adequate farming or livestock production

experience or demonstrates knowledge in the type of fanning or livestock production for

which the beginning fanners seeks assistance from the authority;

(iv) demonstrates to the authority a.profit potential by submitting projected earnings

statements;

(v) asserts to the satisfaction of the authority that fanning or livestock production

will be a significant source of income for the beginning fanner or livestock producer;

(vi) participates in a financial management program approved by the authority

or the commissioner of agriculture; and

(vii) has other such qualifications as specified by the authority.

(h) "Share rent agreement" means a rental agreement in which the principal

consideration given to the owner of agricultural assets is a predetermined portion ofthe .

production of fann products produced from the rented agricultural assets and which

provides for sharing production costs or risk of loss, or both. .

Subd. 2. Tax credit for owners of agricultural assets. fa) An owner ofagricultural

assets may take a credit"against the tax due under chapter 290 for the sale or rental of

agricultural assets to a beginning farmer or livestock producer. An owner of agricultural

assets may take a credit equal to:

(1) five percent ofthe sale price of the agricultural asset;

(2) ten percent of the gross rental income in each of the first, second, and third

years of a rental agreement; or

Section 1. 2
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3.1 (3) 15 percent ofthe cash equivalent of the gross rental income in each ofthe :first,

3.2 second, and third year of a share rent agreement.

(b) A qualifying rental agreement includes cash rent of agricultural assets or a

3.4 share rent agreement. The agricultural asset must be rented atprevailing community

3.5 rates as determined by the authority. The credit may be claimed only after approval and

3.6 certification by the authority.

3.7 (c) An owner of agricultural assets or beginning fanner or livestock producer may

3.8 terminate a rental agreement, including a share rent agreement, for reasonable cause upon

3.9 approval ofthe authority. If a rental agreement is terminated without the fault ofthe owner

3.10 of agricultural assets, the tax credits shall not be retroactively disallowed. If an agreement

3.11 is terminated with fault by the owner of agricultural assets, any prior tax credits claimed

3.12 under this subdivision by the owner of agricultural assets shall be disallowed and must

.. 11 be repaid to the commissioner of revenue.

3.14 (d) The credit is limited to the liability for tax, as computed under chapter 290 for

3.15 the taxable year. If the amount of the credit determined under this section for any taxable

3.16 year exceeds this limitation, the excess is a beginning farmer incentive credit carryover

3.17 according to section 290.06, subdivision 33.

3.18 Subd. 3. Beginning farmer management tax credit. (a) A beginning farmer or

3.19 livestock producer may take a credit against the tax due under chapter 290 for participating

3.20 in a financial management program approved by the authority. The credit is equal to 100

3.21 percent of the cost ofparticipating in the program or $500, whichever is less. The credit

3.22 is available for up to three years while the farmer is in the program. The authority shall

3.23 maintain a list of approved financial management programs and establish a procedure for

_4 approving eguivalen~ programs that are not on the list.

3.25 (b) The credit is limited to the liability for tax, as computed under chapter 290 for

3.26 the taxable year. If the amount ofthe credit determined under this section for any taxable

3.27 year exceeds this limitation, the'excess is a beginning farmer management credit carryover

3.28 according to section 290.06, subdivision 34.

3.29 Subd. 4. Authority's duties. The authority shall:

3.30 (1) approve and certify beginning fanners and livestock producers as eligible for

3.31 the program under this section;

3.32 (2) approve and certify owners of agricultural assets as eligible for the tax credit

3.33 under subdivision 2;

14 (3) provide necessary and reasonable assistance and support to beginning f~ers

3.35 and livestock producers for qualification and participation in financial management

3.36 programs approved by the authority; and

Section 1. 3



03/20/06 REVISOR CKM/CG 06-7070

4.1 (4) refer beginnirig fanners and livestock'producers to agencies and organizations

4.2 that may provide additional pertinent information and assistance.

4.3 Sec. 2. Minnesota Statutes 2004, section 290.06, is amended by adding a subdivision

4.4 to read:

4.5 Subd. 33. Beginning farmer incentive credit. Ca) A beginning farmer incentive

4.6 cre9-it is allowed against the tax due under this chapter for the sale or rental of agricultural

4.7 ass~ts to a beginning farmer or livestock producer according to section 41B.0391,

4.8 subdivision 2.

4.9 (b) The credit may be claimed only after approval and certification by the Rural

4.10 Finance Authority according to section 41B.0391. .

4.11 (c) The credit is limited to the liability for tax, as computed under this chapter, for the

4.12 taxable year. If the amount of the credit determined under this subdivision for any taxable

4.13 year exceeds this limitation, the excess is a beginning fanner incentive credit carryover to.

4.14 each of the 15 succeeding taxable years. The entire amount ofthe excess unused credit

4.15 for the taxable year is carried:first to the earliest of the taxable years to which the credit

4.16 may be carried and then to each successive year to which the credit may be carried. The

4.17 amount ofthe unused credit which may be added under this paragraph must not exceed the

4.18 taxpayer's liability for tax· less the beginning farmer incentive credit for the taxable year.

4.19 Sec. 3. Minnesota Statutes 2004, section 290.06, is amended by adding a subdivision

4.20 to read:

4.21 . Subd. 34. -Beginning farmer management credit. Ca) A taxpayer who is a

4.22 ~nning farmer or livestock producer may take a credit against the tax due under

4.23 this chapter for participation in a financial management program according to section

4.24 418.0391, subdivision 3.

4.25 Q?) The credit may be claimed only after approval and certification by the Rural

4.26 Finance Authority according to section 41B.0391.

4.27 Cc) The credit is limited to the liability for tax, as computed under this chapter, for

4.28 th~ taxable year. If the amount of the credit determined under this subdivision for any

4.29 taxable year exceeds this limitation, the excess is a beginning fanner management credit -

4.30 carryover to each ofthe three succeeding taxable- years. The entire amount ofthe excess

4.31 un.~sed credit for the taxable year is carried first to· the earliest of the taxable years to

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

4.33 be carried. The amount of the unused credit which may be added under this paragraph .

Sec. 3. 4
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5.1 must not exceed the taxpayer's liability for tax less the beginning farmer management

5.2 credit for the taxable year.

5.3 Sec. 4. EFFECTIVE DATE.

5.4 Sections 1 to 3 are effective for taxable years beginning after December 31, 2006.

Sec. 4. 5
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