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STATE OF MINNESOTA 
.. 

Office of Governor Tim. Pawlenty 
130 State Capitol •Rev. Dr. Martin Luther KL.~g Jr. Boulevard • Saint 
Paul, MN 55155 

Leadership Agreement 
July 9, 2005· 1 :30 AM 

EDUCATION 

$800m 

HHS 

$110m· 

TAX 

$ 86m 

Total for schools, including local levies, at $139.2 million and 4.0%/4.0% 
each year on the formula. 

Agreed upon language for Q Comp at $78.5 million in aid plus $9 million in 
levy with equitable geographic distribution. Get Ready Get Credit language 
and funding level at $11.6 million. 

Referendum cap raised to 26%; $200 per ~tudent of additional referendum 
authority to "grandfathered" districts; referendum equalization increased to 
$600 per student in FY 2007 and $700 per student in FY 2008 and later. 

Establish a low referendum district equity increase, metro equity increase 
and modified equity formula to provide statewide equity. The modified 
equity formula includes $32 million in school board approved levy as an 
allowance per pupil for all school districts below the 95th percentile and 
includes cities of the first class. School districts above the 95th. percentile 
shall receive a levy allowance equal to 50% of the allowance that districts 
below the 95th percentile receive. · 

$10 million aid for early childhood programs. 

Over Governor's March budget for 06-07; 08-09 tails also $11 Om over 
Governor's tails 
Maintain current law Mn Care eligibility. Repeal Mn Care cap and restore 
diabetic supplies. · 
Fully utilize HCAF balance in both bierinia. 

Over the Governor's March budget. 

Offer assumes Health.Savings Account conformity, single sales, and gross 
premium tax reduction, plus other items including: (!1c;v 



$45m Local Government Aid; $25m from the gener.a~ fund and 
$20m from the tax relief account to be u~ed only for the 
current formula or small cities or for adjustments to avoid 
excess aid. 

Current law for political contribution refund program and the 
renter's credit program. 

TRANSPORTATION 

$46m 

REVENUE 

$40lm 

$232m 

Over Governor's March budge~ for transit ($40~ metro and $6m rural) 

Basic funding bill without gas tax or license tab or other tax increases. 
Senate position on Governor's ptoposed general fund fee increases. 

HIF at $.75 to be referenced in law as "Health Impact Fee." (Includes other 
tobacco products and floor stocks.) The Health Impact Fee will be carried. 
in tlie Health and Human Services bill. 

Net revenue increase only fro~, the Governor's March budget revenues, 
plus abusive tax shelters ($57 m) and the gas pipeline case adjustment ($16 
m.) 

*** 

Executive branch including constitutional offices receives authority to carry unexpended 
funds forward from FY 2005 to FY 2006. 

The Governor agrees not to line item veto provisions specifically referenced in this 
agreement. · · 

The House and Senate will pass and send to the Governor a bill authorizing continued 
spending at FY 2005 appropriated levels until midnight, Thursday, July 14, 2005. 

J • 

i 
~ 





.. 
~----------- --------------- -=-=----------------~--- --- ~-------~ ---

!louse conditions 

1) Provider COLA at house level (2.26 in '06 and 2.26 in '07) 
· 2) Reduce family planning monies when 1115. waiver implemented 

Agreement must also include following HHS reforms: 
3) l\1N Health Pro gram Integrity Provisions 
4).lv.fNCare Premium Increases 

~ p5)"Sttbsidizcd Housing @ $1 ~ 
6) Child Care Ab.sent Day limit 

$69M 
(-$3.8M) 



«· 

Property Tax Outstanding Provisions 

Side-by-side 
Page(s) Provision House Position Senate Position 

7,20 Soil & Water district levy None . Art 8, Sec. 1-2 & 49. Allows levy if 
authorization authorized by county. 

7, 8, 21 School referendum levy None ·· Art. 8, Sec. 7-11 & 56. Allows school 
based on income tax districts to levy an income tax by referendum . 

8 MnDOT required to None Art. 8, Sec. 13. 
notify county auditor 
when property is 
acquired by DOT I 

8,28 Chemical. dependency None Art. 22, Sec. 4 & 29. Reduces county 
consolidated fund maintenance-of-effortrequirerhents with 

regard to chemical dependency spending; 
. appropriates money to the commissioner of 
human services· for the 'fund. 

8 Valuation of land under None Art. 8, Sec:· 14. Provides itis cfassifiedlike 
wind towers neighboring property (was iii 2004 DOR. bill) 

9 Biomass generation None Art. 8, Sec. 19. Authorizes; 
facility personal property 

. exemption -
Minneapolis. 

9 Cottage Grove generation None Art. 8, Sec. 20. Authorizes (was in 2004 DOR 
facility personal property bill) 
exemption .. . 

9 Generic generation Art. 2, Sec. 10. Authorizes. .None. 
facility personal property 

. exemption 
• .. 

10 Personal rapid transit None. Art. 8, Sec. 21. Property tax exemption. 
system 

10 Elderly living facility None. Art. ·8, Sec; 22. Exempts a particular facility 
exemption in Minneapolis. 

11 Authority for county Art. 2, Sec. 11. Requires .two-:-thirds ·vote of None. 
assessor to replace local county board 

I·· • 

assessor , .. '. 
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Side-by~side 
Page(s) 

11 

11 

11 

11 

12 

12 

. 13 

13-14 

_14 

.·14-15 

15 

:Provision·· 
Tmproyeirients in 
assessment· quality 

Limited market value · 

Class le resort property· 

· Septic system 
improvements. 
-Lead hazard reduction· 

Energy~efneient , 

House PQsition 
Are;:2,\·Sec~·:12,:'.:&•· •• 50,-Requires.·po~to 

-· dey.~1()-~;;:~ta11A<lrds;-etc~ ancFrilote.\ass.essor· · · · 
tia1liitlg · · · ·· · · · · · · .. · · 

Art; 2, Sec . ._13. Extends phase-out two years, 
so.parameters for pay '06 and pay '07 are 15% 
··max or·25~·ofEMV/LMV difference. 
··Extends to all types .of property. 

Art.·2,· Sec.14; Includes in LMV. Prohibits 
more.than 30% illcr.ease over 2003 value. 
None. 

Art,_,2,Sec.15. Authorizes valuation 
::exch:ision; . 
None.: 

·.i _ commerdal property 

Green ~cres ·applications :I ~.Y5e _____ c ___ ~ ___ i __ ._·66.:7-.~ _.1reSe~_~.t-o ~ 
.... r~teclapp~io!1_sJM16R. ~ · 

-. Ag·g:regafore_souroe · ·· ·.-1 ·:None~ 
preservatiqn:. 

···Polo grounds; -- ·. '·'.None,. 

Homesteads damagedb.y · 1 Art_ .. ?, .. se~_:.17~ ~Hows co11n_ ty b~ard to grant 
mold valuat10n reduct10n and abatement for house· 

Hornestead· used fot · 
liCehsecl: °cfiild care . 

thatis un1Ilhabifable due to niold 
Noiie. · 

Senate Position 
None. 

Art. 8, Sec. 28. Eliminates phase-out and 
locks.:.in current parameters (15% max or 25% 
of EMV /LMV difference) for all subsequent 
years. Extends LMV.to class le homestead 
resorts. 
Art. 8, Sec. 29. Includes in LMV. Prohibits 
more than 15% increase over 2003 value. 

. Art. 8, Sec. 30. Provides for valuation 

. exclusion. 
Art. 8, Sec. 31. Authorizes valuation 

· exclusion. 
Art. 8, Sec. 32. Provides for valuation 
exclusion. 
None; . 

Art. 8, Sec. 33 & 40 .. Establishes program for 
land containing aggregate commercial deposit, 
similar to Green acres. 
"~Aft-~·8;'·:s~c:·-35/·A.ifo\vs'polo ·grounds to 
qualify for open space valuation 
Art; 8, S-ec. 36. Requires county board to 
grant valuation reduction and abatement for 

. house that-is-Uninhabitable. due to mold 

M.1£~-~·-t~~F:·-,~·?·-";~f QX:~f!~§~.w~~:_;_~y·._to ___ pe• ·.· 
. classified' aifhoriie'stea:Cl-(W.as 'iri-20o4·tax bill) 

15 Manufadured home 
. · · ·_J faxes . . . . 

None. Atb8; Sec'/12.' Provides that delinquent taxes 
to nof need to be paid to transfer title to park 

·15 Manufactured-home· · 
taxes 

Ho11se Resear.. _ .Jepartment 

·. 1 1 oWn.er . 
.. <Art:2/Sec .. l9.,-.Providesthat·m.am1factured.. .I None; 

homes in:parks, -resorts, and campgrounds· are . . .. _. 
'pet~ohal properly, even if owned by same r2JJ\f\k<. 
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Side-by-side 
Page(s) 

15-16 

16-17 

17 

17 

17-18 

18 

· 18 ' 

19 

19 

19 

20 

Provision 

Low-income.housing 

· Blind/disabled 
homesteads 

Ag homestead valuation · 

Definition of agricultural 
products 

Disabled veteran 
homestead 

Vacant commercial
industrial properties 

Valuation of utility 
property 

Valuation adjustments 

State general levy . 

Joint tmth•in ... taxation 
hearings 

Cruelty to animals levy 

House Research Departmem 

House Position .. Senate Position 
owner. 

·Art 2,·sec:·20.&23.···Recreates classAd~··•. Art.8/Sec.4i,.42>&;58. Recreates. class Ad, 
using deemedunits (readilyiclentifiable.}only. · ~ l1sfr1g deemed units plµsOthers., Valuation to 
No change in.how properties are valued.· be· based oilrestricted rents. Class rate of 
Classrateof 1%. · . 0;55%. 
·Art. 2, Sec. 21. Increase~ valuation of class lb I Non~. 
. property to. qualify for reduced class rate from 
$32,000 to $50,000. · : · · · · 

Art. 2, Sec .. 22. Increases.valuation ofag .~· .. 
hotnestead property to qualify for redµqed · 
class rate from $600,000 to $750,000. 
None. 

.None:· 

Art. 8, Sec.~ 40. Adds ''short rotationwoody 
crops"· to list of products qualifyin.g for ag 

. classification.· · · 
Art 2, Sec. 24. Provides $200,000 homestead I None. 
valuation exclusion to ·permanently disabled · 
. veteran with total service-related disability. 
·None. 

None. 

· Al·t.;,.~;:S.~c.·.2~ .. Repioves prohibition against 
locaf board reducing 'value if owner has not 
allowed assessor acces~. 

·1tr:f1,;~8:s·ee:.~143[:·.··~116wsi:city•'~Q···~stablish 

pr.9gfafi,il9:f~nC.?ilr~g¢··~·~~exelqpro~pt ... of 
·.· ·· 1· \?itg;4~$4·~RQWmer~i(l(prpp~n~~s:Border city. 

· cwa8·rn·2004Bmr· ·· · .. · .... ·.·· ........ · ·'·•· ,~ . 

None.· 

Art. 2, Sec.· 26. Apportions levy into separate · Art. 22, Sec~ 10. Locks-in the state rate on 
shares for commercial-industrial and seasonal..;· commercial-industrial property at the rate in 
recreational effect in 2002. 
Article l ·eliminates truth-in-taxation hearingS.- ·I .Artf:;s,~:S,~q~·:47?&.48).'Autll.()rize8jditlt 

hearings for Aitkin County and Nobles 
.County .. · · 

None. ~,~t8';::Sec>:so:~ Pravid;silevy'is·· outside.levy .. 
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Side-by-side · 
Page(s) Provision House Position 

20 Regicmal raiHevy on ··J\:rt;:;;:g';·'.sec;,:27':;\J:>Hrvides:·tnefrd'rregionahail. 
property. tax state~ent . •authority levies will.be. shown .separately on · 

tax statement -. 
20 Petitions involving low.:. ~:~~{j:~~~~<):;.>: •.: . 

income rental property 

20 N otic"e to homeowners Art. 2, Sec. 28. Requires the county to send 
with·delinquent taxes information to certain homeowners with ' 

·delinquent tmces. 
21 Rent constituting Art. 2,. Sec. 29-32 & 34~ Provides that 

•• • ' T •' '• '• • • ' 

property taxes property tax refunds for renters will be based 
.on actualpropertytaxes. 

22 St. Louis· County nursing ·Art. 2, Sec. 39. ·Requires St. Louis County to 
homes · . subsidize all public ;nursing homes if it 

subsidizes any. 
23 HRA levies None. 

: 

23 St Paul airport ·Art. 2, Sec~ 40. Clarifies St. Paul airport is 

.. 
·exempt from fiscal disparities. 

23 Uncompensated care ·None. 
. reimbursement · · 

. 

24 Hennepin County public None. 
defender reimbursement 

24 LUP land PILT payments ·Art. 2: Sec.'. 41-45. Establishes LUP lands@ 
·$.75 per acre. · 

24. Report on assessnierit. Art. 2, ·sec. 49; requires DOR report 

24 · Lakeview. cemetery 
.. 

None. 

25 Dakota County Regio_nal ·· None .. 
Rail authoriiation. 

. . 

4 
House Reseai... ..Jepartment 

Senate Position 
-limits. 
None. 

Art. 8, Sec. 52. Allows owners oflow-income 
rental property to include multiple parcels 
when petitioning forvaluation reduction. 
None. 

None. 

Art. 8, Sec. 71. Extends date for local 
approval of special taxing district for nursing 
home. 

·Art. 22, Sec. 12. Provides that HRA levy limit 
is based on current assessment year rather than 
prev10us. 
None. 

Art. 8, Sec. 59. Provides reimbursement to 
hospitals for uncompensated health care costs 
from. fiscal disparities pool. 
Art. 8, Sec. 60. Provides reimbursement to . . . 
Hennepin county for public defender costs 
from fiscal disparities pool. 
Art. 8, Sec. 62-66. Establishes LUP lands @ 

. $3.00 per acre. 

Art. 22, Sec. 22. Increases levy authorization 
from $15,000 to $25,000. 
Art. 22, Sec. 27. Allows Dakota County 
regional rail authority to develop and maintain 

Jqne 25, 2005 
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Side-by-side 
Page(s) Provision House Position ·. · 

26 Education reserve None. 
account 

26-27 Pollution Control None. 
exemption. 

27 Land-value tax None. 

27 Study of fees None. 

Outstanding Issues in the Property Tax Aids an,d Credits Area 
as of May 24, 2005 
(H.F. 785 - the 3rd engrossment, Article 3) 

.(H.F. 785 - the Senate Unofficial engrossment, Articles 4, 8,14, 22) 

Summary Topic 
Pa2"e 
LGA program changes: 
28 Change the IPD used in calculating the LGA city "need" 
28 Allowing the tax effort rate to decrease if the percent of "unmet" 

need paid under the LG a formula reaches 100% 
28 Grant extra LGA payments to the cities of Osseo, Hutchinson, and 

Champlin 
28 Allow the "regional center aid'' portion of LGA to change 'Yith 

city population changes 
28-29 Adjust the LGA measure of "ability to raise revenue" to include· 

what a first class can raise with a one-half percent sales tax 
28-29 Remove taconite aids from the LGA measure of" ability to raise . 

revenue" . . . · . 

29 Do not allow percent of"unmet11eed"'.paidbyLGA forn:mlato .·· 
exceed 100 percent 

5 
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Senate Position 
a bustapid transit system. 
Art. 8-, Sec. 73, Establishes account and-
·provides thatstate.levy revenues over base . 
amount will be deposited · 
Art. 8', Sec. 7 4. Requires study by DOR. 

·Art. 8, Sec.• 76 ... Provides that a city may elect 
to 'levy its comm.et9ialindustrial tax ·on land 
only. 
Art. 8, Sec. 78: Requires DOR to do a study 
on state agency fees. 

Whose provisiOii? 

Senate; Art. 22; sec. 14 ·. 
House; Ar. 3, sec. 8 

Senate; Art. 22, sec. 15 

Senate;Art 22, sec.15 

House; Art. 2, sec. 13 · 

Senate; Art .. 22, sec, 17 
' ,. . ' . . .... 

· Both; differellt HoJlse Aft. 3, sec.13; Sen. · 
· J\rt: 22, sec. 20 

~ June 25, 2005 



. ._ -. : . . 

Change LGAappropriatiori (House~ down $17.5 mi1lionfor one . Both; different House Art. 3, sec. 16; Sen. 
year;. Senate- up $86 millioll'in first year and ongoing inflation Art. 22, sec. 20 

29 

incre.~ses) · · . · ·· 

Other aids ·and credits . .. 
29 Extend the market value credit reductions ·for. cities for two more 

years (Pay2005 and 2006}- reduces spending 
29-30 Reduces market value credit amounts to areas with low net tax 

·rates- redlJCe$Spending .. · 
30 Reinstates. County·crill1inal justice aid for 2 years at a $15 million 

annual appropriation.' · · · 

Both; House Art. 3, sec. 20; Sen. Art. 4, -sec. 
2 
Senate; Art. 8, sec. 44 

Senate; Art 22, sec. 19 

Income Tax/Federal Un date Article - Outstand · . 
Summary Description . Which hill? 
page 
·Federal Update 
45-51. Senate does not do HSAs, Hc)lise does not do -standard deduction in both; different 

2007, 2008 (coordinate with provisions in both on refundable 
credits, composite return) 

Revenue raisers - · · 
32~33, · 39 Foreign operating corporations :. Senate 
.33~ ·39 . Disallow deductic,)n for.fines;. fees, penalties . Senate 

.. 34 . . In.come tax:rate increases . · : Senate 
69 · Tax defened·comp (Benc:la) ' .. Seri.ate· 
· Cost items·"""" subtractions . ·· 

3 3 1 
. organ donm expenses. > · ·.. both; similar;'stafftecc . 

. ·cost items·-credits/refrinds. 
34 · Transit passas refund ···· · · Senate 
34-5 Dairyinvestmentcredit · both; similar 
35 · · Carsharing credit·· · ·.· . · .• ·Senate· ··· 

· 35:-36 RAINcredh · ·· . .· ··. . ··'Senate 
3 6 Marriage.·peilalty relief;. :dependent:care' and Working family credits· House 
36-37 Long·~term·ca:re credit, _ho offsetfo~itemizecl deduction . House 

.• 3 7 K~l2 credit eliri1iriate fa!nily·qap,, allo9ate money among :·children, ·both; differenf 
· modify phaseout · · · · - · ~ · 

.. 6. 
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37-38,44 Historic structure credit 
Cost items - other 

. 34 PRT income tax.exemption 
38-9 AMT relief 
39-40,44 Single sales apportionment 
44 Estate tax QTIP election 
Other 
30-1 Priorities for general Jund balance 
31 Local use tax info on:; income tax fortn 
32 Definition of nonresident (factors in determining domicile) 
40-43 Checkoffs (fiscal note $$) 
44-5 Corporate tax study 

Outstanding Issues in the Sales and Use Tax Area 
as of May 24, 2005 
(H.F. 785 - the 3rd engrossment, Article 7) 
(H.F. 785 - the Senate Unofficial engrossment, Articles 3, 7, 15, and 21) 

Summary 
Page 

Topic 

Revenue raisers: 

52 

53 

59 ff 

64-5 

Exemption for cigarettes (replacedwithwholesales tax) 

Reverses a Sprint case on telecomnmnications equipment . 

Sales and use tax compliance initiatives 

Taxes souvenir clothing 

Reduces revenues: 

52 Exemption for milk sold in vending machines 

52,53,54 Personal Rapid Transit (PRT) exemptions 

.. 

. ·. 

53 

53-4 

60 

60 

Upfront exemption for small business capital equipment purchases. 

Exemption for MNSCU tickets and admissions 

Exemption for geothermal systems 

Exemption for biomass stoves 

7 
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·Senate 

Senate .. , 
both;: different 

.House .. ·. 
House· ·' ·. ·. 

.. 
• ? •• 

Senate 
House·. 
House·.· 
both; different.·. 
Senate· .• . 

Whose provision? 

Both 

Senate 

·Senate 

· Senate 

House 

Both 
House · 

House 

·Senate 

Senate 

· June 25, 2005 



Summary' 
Page 
60 

60 

60 

60 

60-67;65 

61 

64-5 

.T()pk. 

Comrriuter rails: exemptions. .· 

Exemption for iriputs·to movies a11d televisfon production 

Exemption for public safety rad!O syst~ms 
Donated meals to a nonprofit for fundraising purposes 

Constrnction ·exemptions for: . 
• waste recoveryfacHity 
• St. Mary's Duluth. hospital 
• J a.int powers .biomass energy fadlity 
• Chatfield ·wastewater treatment facility 
• Poultry litter biotiiass generation facility 
• Thief River Falk community center 
• Hydroelectric ·generating facility 

MVST exempfam for state :and local government purchases of fuel 
efficient vehicles for 3' years 

Exempts meals served ata nonprofit daycare 

No impact on state revenues: 

Wh9se provisfon? 

Senate 

Senate 

Senate 

Senate 

Senate 

Senate 

Senate 

5 5 Local sales tax for first class cities House 

5 5 General local option sales tax. for oiitstate cities for regional projects House 

57 

57 

57 

57,59 

·58 
·58-9 

59 

61 

Repeal of the.one-year lapse beforete-iniposing·a local tax 

Aid adjustments for refunds after a local tax terminates 

Notification requirements for local use taxes. 

· Modify and.extendRochesterlocal sales tax authority 

Mankato sales tax· extension 
St.· Cloud area sales tax. extension and expansion 

Bemidji sales tax provision. . . . 

Individual authorizations to increase· a·local sales tax ih the 
following places: 

• Hei:mantown 
• Proctor 

8 
House Resea1. Jepartnient 

House 

House 

House 

Both 

Both 

Both 

Both 

Senate· 

June 25, 2005 



Summary 
Page 

62-64 

65 

Summary 
Page 

Topic 

Authorizes a one-half.percent local options sales tax in the 
following places: 

• Albert Lea 
• Baxter 
• Beaver.Bay 
• Cloquet 
• Clearwater 
• Medford 
• Park Rapids (one percent) 
• Waseca (one percent) 
• Willmar 
Ill Winona (one percent) 
• Mower County 
• Worthington 

Clarification of St. Paul sales tax to pay off bonds 

Special Taxes 
Provision Description 

Revenue Raisers 
66 Card club fee 
70 Move cigarette sales tax to the wholesale level 
71 Reverse CUNA decision - insurance premiums tax 

Revenue Losers 
71 Reduce premiums tax on life insurance 

Provisions with no generalfund cost 
67 MinnesotaCare tax -blood and blood components 
67 MinnesotaCare tax - exemption from use tax on drugs 
67 MinnesotaCare - exempt Tricare 
67 MinnesotaCare - exempt FEHBA 
67 MinnesotaCare - transfer (passthrough). authority for 

9 
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· Whose pro.vision? · 

Senate 

Senate 

I Source Bill . 

House 
Both 
Senate 

Both 

Senate 
!:louse 
House 
Both 

•• 0 

House(SenateHHS has_PBMs)· 

June 25, 2005 



.• providers: and pharmacy benefits managers . 
.69-70 Outofstate tobacco retailers·. . Senate 
71 · Sylvan town gravel tax· · ·. . .House .. 

:71 ·Authoriz.es coinpacts.·on ret~liator~ premilims tax Senate 

List of Outstanding Items: . Economic Develgpment 

612512005. 

Provisfons with NoCost(FY06-07): · 

1. Senate - Changes to the business stibsidy law .. :(Art. 9,.sec; 1 to 5) 
. . . , 

2. Senate -:- Transfer. ofownetship ofl-394 Parking.Ramps to Minnecipolis (Art. 9, sec. '7) 

3. House"." JOBZ change~ from DEED bill (Art. :9,sec. 1, 4, 5, 6, 10 ~ 18, 20, 21; Senate has some of these provisions in a separate 
bill) 

4. House JOBZ-prevail~ngwagerules (Art.9,.sec·. 5, 12) 
. . 

5. Senate-TIF.urbanrenewal (Art.}), se~. p, l~) 

6. · Senate-TIF forjob trafoirig (Art .. .9, sec .. 13,)4, l?, 17) 

7. Senate ~TIF for, niiXed.income deyelopments (A!L 9; sec! 19) 

8. Senate-TIP peirrlit,poc)ling.exemptibtis irtto hazardous substance and affordable housing accounts (Art. 9, sec. 21) 
,·.· ' . . . •, 

9. House·~ Prohibiticin 9nuse ofTIE for casinos (Art. 9, sec. 8 and 9) 
.. . . 

10 .. House -.Allow carryfqrward.~f:unused:bioscience zone incentives· 

11. Senate -DetroitLruces TIF.{Art9;sec. 30) 

12. Senate -Elgi~, )3y~ta,Byron, and Orqnoc~ ~~alify as "small Cities'' under TIF ( Art.9, sec. 31) 

13. Senate-Ramsey TIB (Art. 9~sec.35Y 
w 

. House Reseai )epartment !tine 25, 2005 



14. Senate - St. Michael TIF (Art. 9, .sec. 36) 

15. Senate- Winona TIF (Art. 9, sec; 39) 

16. Senate -Rosemont TIF (Art. 24, sec. 9) 

17. Senate - JOB~ expenditure limits and.audits (Art. 9; sec. 40) 

18. House "-Repeal JOBZ aid (Art. 9, sec. 25) 

19. House - Repeal bioscience property tax exemption (Art. 9, sec. 25) 

Provisions with Fiscal Cost': · 

. 1. House - JOBZ benefits for aerial photography business {Art. 9, sec. 5). 

2. Both - Additional allocation for the Border City Zones (both bills, identical) 

3. House - Taylors Falls border city development zone authority{Art. 9, sec. 23) 

Mis cell Article -- Out dim!it 
~~ 

Summary Description Which bill? 
page 
Revenue raisers 
90,93 Repeal political contribution refund $$ House 
Cost items 
91 Petrofund fee exemption extension Senate 
92 Taxpayer assistance grants (VITA) · both; different 
92 Duluth environmental cleanup . Senate 
93 Aid payment shifts Senate 
93 Deferred maintenance aid Senate 
93 HESO; Rochester higher ed ·Senate 
Other 
89 Public employers must allow American flag patch/pin ·House 
89 Delegations of authority ·ho th; different 

11 
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89;91 Fee and tax··· both; ·different 
·39 N ongame wildlife checkoffhoti;fic:a_tion House· 
89 Taxpayer bill ofnghts; clarificatioh{MBNA) Senate· 
90 Misrepresentation of employee sta~us · Senate 
90 Referendum. on gambling· '. House 
91-2 Tax reform. commission 

< 

House 'i. 

92 Transfer from tax relief account: at{dtepeal House 
92-3 ·Clean Water Legacy· ~ .· .. ; Senate· 

.. . 

S.enate Article.11: Minerals,.pp. 93ff. 

12 
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Senator ..... moves to amend S.F. No ..... as follows: 

Page ... , after line ... , insert: 

"Sec ..... Minnesota Statutes 2004, section 287.20, 

4 subdivision 2, is amended to read: 

5 Subd. 2. [CONSIDERATION.] (a) "Consideration" means 

6 generally the total monetary value that is given in return for a 

7 conveyance of real property in this state and includes all 

8 lump-sum payments, all prior or future installment payments that 

9 are required under the agreement between the parties, and the 

10 fair market value of any property taken, or to be taken, in 

11 exchange. 

12 (b) Consideration does not include the reasonable and 

13 lawful amounts of interest paid for the privilege of paying the 

14 purchase price in installments and the fair market value of any 

15 items of intangible personal property that are conveyed by the 

16 taxable instrument. 

17 (c) Consideration does not include the amount paid for the 

18 personal property located on the real property being conveyed 

19 and transferred as a part of the total consideration, except 

20 that the amount paid for the personal property located on the 

21 real property being conveyed must be included if the real 

22 property being conveyed is a one-, two-, or three-unit 

23 residential structure. 

24 (d) When a conveyance of real property is made pursuant to 

25 a contract for deed, the consideration is the price for the real 

26 property reflected in the contract; except that, subject to the 

27 limitations under section 287.221, if the contract for deed, or 

28 other agreement entered into as a condition to the seller 

29 executing the contract, requires the property to be improved 

30 during the term of the contract and the price of the real 

31 property as reflected in the contract does not include the 

32 consideration for the required improvements, then the 

33 consideration is the price for the real property as reflected in 

34 the contract and the consideration.for the required improvements 

35 added during the term of the contract. 

36 (e) "Total consideration" has the same meaning as 

1 



07/08/05 [COUNSEL ] JZS BL1206 

1 consideration. 

2 (f)-"Consideration, exclusive of the value of any lien or 

3 encumbrance remaining at the time of sale" or "net 

4 consideration" means the amount of consideration as reduced by 

5 the amount outstanding under any lien that attached to the real 

6 property prior to the time of sale and that is not released or 

7 satisfied as a result of the sale. 

8 (g) Except in the case of a gift, when the amount of the 

9 consideration for a conveyance includes something other than 

10 money or promises to pay money, the consideration for that 

11 conveyance is rebuttably presumed to equal the fair market value 

12 of the real property being conveyed. 

13 [EFFECTIVE DATE.] This section is effective for deeds that 

14 are both executed and recorded after July 31, 2005." 

15 

16 

Page ... , after line ... , insert: 

"Sec. Minnesota Statutes 2004, section 287.20, is 

17 amended by adding a subdivision to read: 

18 Subd. 3a. [DESIGNATED TRANSFER.] "Designated transfer" 

19 means any of the following: 

20 (1) a transfer between (i) an entity owned by a sole owner, 

21 and (ii) that sole owner; 

22 (2) a transfer between (i) an entity in which a h~sband, a 

23 wife, or both are the sole owners, and (ii) the husband, wife, 

24 or both; 

25 (3) a transfer between (i) an entity with multiple 

26 co-owners, and (ii) all of the co-owners, so long as each of the 

27 co-owners maintains the same percentage ownership interest in 

28 the transferred real property, whether directly or through 

29 ownership of a percentage of the entity; 

30 (4) a transfer between (i) a revocable trust, and (ii) the 

31 grantor or grantors of the revocable trust; or 

32 (5) a transfer of substantially all of the assets of one or 

33 more entities pursuant to a reorganization, as defined in 

34 section 287.20, subdivision 9. 

35 For purposes of this definition of designated transfer, an 

36 interest in an entity that is owned, directly or indirectly, by 

2 



07/08/05 [COUNSEL ] JZS BL1206 

1 or for another entity shall be considered as being owned 

2 proportionately by or for the owners of the other entity under 

3 provisions similar to those of section 267(c) (1) and (5) of the 

4 Internal Revenue Code of 1986, as amended through December 31, 

5 2004. 

6 [EFFECTIVE DATE .. ] This section is effective August 1, 2005." 

7 Page ... , after line ... , insert: 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

"Sec ..... Minnesota Statutes 2004, section 287.20, 

subdivision 9, is amended to read: 

Subd. 9. [REORGANIZATION.] "Reorganization" means the 

transfer of substantially all of the assets of a corporation, a 

limited liability company, or a partnership not in the usual or 

regular course of business if at the time of the transfer the 

transfer qualifies as: (i) a corporate reorganization under 

section 368(a) of the Internal Revenue Code of 1986, as amended 

through December 31, 2eee 2004; or (ii) a transfer ~tt~sttaH~-~e 

~he from a partnership to another partnership when the 

transferee is treated as a continuation of aH-e~~s~~H~ 

~a~~He~sh~~ the transferor under section 708 of the Internal 

Revenue Code of 1986, as amended through December 31, 2eee 2004. 

[EFFECTIVE DATE.] This section is effective the day 

following final enactment." 

Page ... , after line ... , insert: 

"Sec ..... Minnesota Statutes 2004, section 287.21, 

subdivision 1, is amended to read: 

Subdivision 1. [DETERMINATION OF TAX.] (a) A tax is 

imposed on each deed or instrument by which any real property in 

28 this state is granted, assigned, transferred, or otherwise 

29 conveyed. The tax applies against the net consideration. For 

30 purposes of the tax, the conversion of a corporation to a 

31 limited liability company, a limited liability company to a 

32 corporation, a partnership to a limited partnership, a limited 

33 partnership to another limited partnership or other entity, or a 

34 similar conversion of one entity to another does not grant, 

35 assign, transfer, or convey real property. 

36 (b) The tax is determined in the following manner: (1) 

3 
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1 when transfers are made by instruments pursuant to li2_ 

2 consolidations or mergers, eeHse~~aa~~efis7 or (ii) sa~es,-e~ 

3 ~~aHs£e~s-e£-stteseaHe~a±±y-a±±-e£-ehe-assees-e£-ehe-eHe~e~es-as 

4 ae£~Hea-~H-seee~eft-r87~r07-Sttea~V~S~eft-97-~tt~sttafte-ee-~~afts-e£ 

5 ~ee~~afi~~ae~efi designated transfers, the tax is $1.65; (2) when 

6 there is no consideration or when the consideration, exclusive 

7 of the value of any lien or encumbrance remaining thereon at the 

8 time of sale, is $500 or less, the tax is $1.65; or (3) when the 

9 consideration, exclusive of the value of any lien or encumbrance 

10 remaining at the time of sale, exceeds $500, the tax is .0033 of 

11 the net consideration. 

12 (c) If, within six months from the date of a designated 

13 transfer, an ownership interest in the grantee entity is 

14 transferred by an initial owner to any person or entity with the 

15 result that the designated transfer would not have been a 

16 designated transfer if made to the grantee entity with its 

17 subsequent ownership, then a tax is imposed at .0033 of the net 

18 consideration for the designated transfer. If the subsequent 

19 transfers of ownership interests were reasonably expected at the 

20 time of the designated transfer, the applicable penalty under 

21 section 287.31, subdivision 1, must be paid. The deed tax 

22 imposed under this paragraph is due within 30 days of the 

23 subsequent transfer that caused the tax to be imposed under this 

24 paragraph. Involuntary transfers of ownership shall not be 

25 considered transfers of ownership under this paragraph. The 

26 commissioner may adopt rules defining the types of transfers to 

27 be considered involuntary. 

28 ~ The tax is due at the time a taxable deed or instrument 

29 is presented for recording, except as provided in paragraph 

30 (c).· The commissioner may require the tax to be documented in a 

31 manner prescribed by the commissioner, and may require that the 

32 documentation be attached to and recorded as part of the deed or 

33 instrument. The county recorder or registrar of titles shall 

34 accept the attachment for recording as part of the deed or 

35 instrument and may not require, as a condition of recording a 

36 deed or instrument, evidence that a transfer is a designated 

4 



07/08/05 [COUNSEL JZS BL1206 

1 transfer in addition to that required by the commissioner. Such 

2 an attachment shall not, however, provide actual or constructive 

3 notice of the information contained therein for purposes of 

4 determining any interest in the real property. The commissioner 

5 shall prescribe the manner in which the tax due under paragraph 

6 (c) is to be paid and may require grantees of designated 

7 transfers to file with the commissioner subsequent statements 

8 verifying that the tax provided under paragraph (c) does not 

9 apply. 

10 [EFFECTIVE DATE.] This section is effective for deeds that 

11 are both executed and recorded after July 31, 2005." 

5 



06/01/05 3:43 p.m. [RESDEP~ ] KS KB78 

1 .......... moves to amend .. F. No ..... ,as follows: 

2 Page .. , after line .. , insert: 

3 "Sec. Minnesota Statutes 2004, section 272.02, is 

4 amended by adding a subdivision to read: 

5 Subd. 68. [ELDERLY LIVING FACILITY.] An elderly living 

6 facility is exempt from taxation if it meets all of the 

7 following requirements: 

8 (1) the facility is located in a city of the first class 

9 with a population of more than 350,000; 

10 (2) the facility is owned and operated by a nonprofit 

11 organization; 

12 (3) the facility consists of 157 living units; 

13 (4) the facility is located across the street from a public 

14 park and a community college; 

15 (5) the residents of the facility must be at least 62 years 

16 of age; 

17 (6) the facility provides the.residents with· social and 

18 physical support; and 

19 (7) the residents of the facility meet the income test for 

20 qualified low-income housing projects under 42(g) of the 

21 Internal Revenue Code. 

22 Provided that the property continues to meet all of the 

23 above criteria, the property is exempt for the term of the 

24 facility's financing, as of May 1, 2005, or January 1, 2030, 

1 
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whi(hever is later." 
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Change from 
Base 

FY2006-07 

Senate 

FY2008-09 

Change from 
Base 

FY2008-09 

GOV 
Change from 

Base 
FY2006-07 

CONF 
FY2006-07 

27,700 27,700 -:: ~~~~~~~~~-~I(~~~~~~·~·~~:~~~~~[ ~: ~ _;i·~~~L-- _'.':'."l- _ :'7:~·~L __ 1'.':':0i11. _ _ L ___ J_ __ __J_ _ ____ -e- l.. _ __ JL _ ~:'~~>1 __ _ __ 1':10
_
0)L__ _121~0>J ___ ~!:'~0~, (3,400) (3,400) 

........ -. .......... ,.,.,., ... ; .•• j ............ ,., ........... ,., ........ lf• .. •••••••••••""'"";,.,, .... j . ., ................................. ; •.. ,lf•••• .. •• .. ••••••••·•••••••• .. •••• .. •fll•••• .................. , ....... , ..• , ... I,•••• .. •••••·••••• .. ·•••••••'""••••+• .. ••••••• ....................... . 

35 ,Corporate Franchise Tax 

;~· ·r1;·~~~ .. ;~·~·i~iil~ .. ~·~i·~~··~pp~rti~~~~1·~~~~·3··;;~;;;;·c:1·s%T~··ioof9s·% .. k ........................... ~;·;~·~;· c2 300) <n ooo) en ooo) · c2 300) <2 300) c2 300) (27 ooo) c21 ooo) 

.?..0.9.?.,).9.Q~.!.~}.Q.0.?. .. ~~.~.f.~!:[l. ........................................................................................................................ '. ...................................... '. ................................ ~ ..................................... '. ........................ , ............................................................................... ,: ................................................. ..11 ......................... : .......... 111 .......................... '. ......... ..1 .......................... : ........... 1. ...................... '. .......... .1. .......................... : .......... ~1 
37 

FOC de~nition change, limit deem~~ dividend deduction, repeal royalty 
230 600 230 600 199 500 

1
99 500 3,100 3,100 3,100 1,400 1,400 

~1 ... Cr.e.di.t for. ~.o!.P.or..a.!.e.c9.n.~b_ufio.n~. t.oJ.<::1.2.s~.hgl.~sl~.iP. f.~.~d.s ... 
42 
·i--------------------t------+---,7-6-,55-7-1)1l--,-13-2-,o-14-t)1-_-_-J_n __ ~-,Q-14-1)1'1-.,.-1-,1-30-,1-02-t-I --1-,13-o-,1-02-ill~-1,-16-2,-86-6-+l--1-,1-62-,8-6_6 1111----(-45--19)111 25,315 I 25,315 I (11,465 I 11 

............................................................... 11 

............................... 1 ...................................... 1 .................................. +········· .. ··· ....................... 11 

46 ·1~::~~:~·~x:~:.~~:;:::.:rii:~;;:;.~:.\~i.:~~~~:~!~:;~;1~:~1~~:~~2~1.~1~~~:~~:: .. ::r::.:::::::::::.:::.:::i.i~~:~.~:.t .................. :~.'.=.:..?. .. 11 .................... ~.'.:.~.~J ...................... ~'.~.=.?. . .11 ............... :~.~:.~.:.~ .. L.. .... : ............. ~~.'.~:.?. .. 11 .................. ~:.=:.~J ......................... ~:.~.=:..11 .................... ~~.'..~:.?. .. 111 ..................... ~~'..~~~ .. .1... .................. =.~:.~.:.~ .. 1 ................... ~'..~=~ . ..1.. ....................... ~:.=.~:·11 
47 1

Rental vehicles tax rate -- Repeal 12/31/05 expiration date for special 
12.7% sales tax rate 

18,590 18,590 29,700 29,700 18,590 18,590 29,700 29,700 18,590 18,590 18,590 29,700 29,700 

~i.~:~. ;;,~~.1;:!.t:~t.~~f~'.;~.~~;~~;~~'.:~~~~:::~~'.I~~~~~:~~~f..~~~~~'.'.:~~.~:::.:::.:::.::· .......................................... ....................................... .................................. ...................................... . ................... '"'......... .. ... . . ... . . . ... .. .... . .. .... . . ... .. .. .............. '"' .................... . 5,400 5,400 0 5,700 0 5,700 0 5,800 6,900 6,900 0 0 

48B . . . . . . . . -- increase in tax . . . . . . . . . . . 1,540 1,540 0 0 I 

·•• '~f ~;~~~:J~iii~~~~~~i~~~~~~~~:~~~,~1~~:11~':'-~~~;~::-:": :~.:~::~~t:~r-::~~::]:i~: ~~:=~:i!:m~ ~:~:==":~~~f ·•· :::j~it -~- ~ ~-~u:i ~~ =-;i;~~ :: _: ::·=~f ii~_r:=~ : ..•• ,H~~ r- ~ ~~1;1=-~:=-~1::~:1-·: ~ ~·~1~111·. : -··~i:u~ 
51 

Provide upfront capital equipment exemption for small manufacturers (
4 940

) (
4 940) (

2 690
) (2 690) 

0 0 0 
o 

( eff. lil /06) . . ' ' ' ' · 

52 
· R"~·~a;;=~~~~~1·~~·~1~··&;~~i~~x~=··R~p~~1·i213·i/0:s~~J;i~~ti~~ .. <l~1~·r~;······· .......................... < .. ~ .. ~~·~>·· ....................... < .. ·~·:·~·;~·)· ................. < .. ~··~~~>·· ····················~·~·:~~~·)· ...... , ........... <·~··~;~) ....................... ~·~·:·~·;~·)· ................. <·~··~;.~>· 

0
,
655

) 

exempt1011 ' ' · ' ' 

. ?.4 ... J::~.~1~P.!.~~E~?.i~ .. ~~.~!lE .. ~~.~f.P.i¥. .. ~Y.~.~~.~.~.J~.ff.:..~!}f.fJ.?J .................................................................................. J~.~). ............................ .J?..0.). ....................... .J~?,). ............................ J~.5.) ......... , ............. J2.9.) ............................ (?..Q), ....................... J@ ... ; .......................... ...(?.~) ................................ . fll ...................................... 1 ...................................... 1 .................................. 1 ....................................... 11 
55 Exempt milk sold in vending machines (264) (264) (280) (280) 0 0 0 0 

::•. ~~~~~:;~;t~i~~~:~~:~i;:i~~;;::=: :: :::=: :=: = : :: ::::.= := :==::::: :: :=:-:~: == = : :: = :: :: :•• = = ::~~~1 ::~ =: '.~~~l : =·=:_:~~~ : = :=:=c~;{;~~ := : :::·:_: :E: = :===:1 _:::=:::= =+:= : : : =i:: : ::== :11 

60 .i::~~~P.! .. c.:.::t~.i~ .. ~~P.U,~~f?.r..~~~~ .. ~ .. !.Y...P..'..?..~U,.C.~.~~.~ ............................................................................................................................................................................................................................. J?..~~). ...................... J~~.?), .................. .J~?..~). ......................... J~.~9.! 
61 Exempt state & local government fuel-efficient vehicles (34) (34) (20) (20) ........................................................................................................................................................................................................................................................................................................................................ .; ................ " ............................................................................................................................................................................................................................................................... 1······· .. ············"················11 

62 1 ~~.~~.1:1!?.t)1~r.~~?.. ~~~r.. P.U.~!.!? .. ~~'.,e~r.~a..?!.~> .. ~~.s.!~.~.~ ~~.~P.P:.<!Y:t.:~12 ..................................................................... . {3,050) (3,050) (1,750) tl,7.50) 

68 

71 

72 

73 

74 

Construction materials exemptions 
,..,, .. ,,..1,.. , ...•.. ,, ... ,. .. , .. ,, ..... ;.,.~~·····-II ••• ••• •••·••• .... ·•·· ... , .... •"Ill•·'" ,,. ••• •••·•··· ....... , ..... ·I·• ••• , •• ,. ................... ·••I••• ••• ••• ••• ••• ••• ... ••• ................................ , .. 

Waste recovery facilities 

............... ~.~IlE.t?.~P.<?.\i.~.................................................................................................................... .......................................... ....................................... .................................. ...................................... . .................... J~.~.~) ......................... ,(?~g) ............................. ~ ...................................... 9. 
... s.! ... J\1.~.'.s..1}.~.~P.~t.~I.9?.u.Iu..t~~L ..................................................................................................................................................................................................... P.3.~). ..................... Q}?.), ...................... ~ ............................ ~ 
.. .!.~1.~.k.~Y. .. !!.~.~r..1?.!?.~.a.~.sJ~.c.!!!~ ..................... .................................................................................................................................................................................................................................. J~.~~). .... -. .............. J.~.9g). ..................... , ..... ~ .............. , ................... ?. .. 11 
Laurentian Energy biomass facility (434) (434) 0 0 

Paul Wilson and Marie Zimmerman, House Fiscal Staff 
Anita Neumann, Senate Fiscal Staff 2 4:12 PM 
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BOUSEHF785 SENA TE HF 785 Unofficial En rossment 

HF House Author SF Senate Author # 
Senate 

Change from Senate Change from 
Base Base r~~t~~!~~~fJW11-Changes to General Fund Tax Revenue ~~~ 

l?V'200&0'7:. 
Line 

(dollars in thousands) FY2006-07 II FY2008-09 I FY2008-09 

Sales Tax construction materials exemptions (cont'd) 
1 ................................. ., •••• , ............................ &.····" .......................... 11 ................................. ; ............. •···•·• ............... 11 .......... ., ..................................................... ····~I 

75 ThieflUver Falls arena (retroactive) . (350) (350) O 0 

2413 

0807 

Ellison 

Da\ids 

2163 

0848 

~4~_8... -~~r~.~ ...... }2.60 

Pogemiller 

Kierlin 

Rest 

GOV 
Change from 

Base 
FY2006-07 

CONF 
FY2006-07 

CONFERENCE 
Change from 

. Base I CONF 
FY2006-07 I .. FY2008-09 

Change from 
Base 

FY2008-09 

79 ...... .J::~.S!~P.! .. a.1.1..~~~.P.!.~.~E!.iJ?.!.\~E .. ~~1~.s ...................................................................................................... m.l~.?..~). ................... J~.?..i?..?.g). .............. Jl..7.i~.~.~). .................... (l.?.i2.9g) .............. Jl..?.,.?..?.m .................. {l.?..i~?.g). ........... : .. i!?.i~.~.~). .................... JE.,2.QQ) ................................... . ................. Jl.?.i?.?.~) .. :,.:.L. . .,: ... 11.?.~?.?.Q) ................ 9.?.i.~~~). ................... D.?.,}Q.?.) 
........ ~O.. Exempt all mobility enh~ncing ~edical devic_es; exempt 16,260 16,260 18,530 18,530 16 260 16,260 18 530 18,530 ... ... ... ... ....... ......... 16 260 •·· 16,260 18 530 18,530 

81 all other durable medical eqmpment onlv if for home use ' . . · ' . . ' ..• · .. . ·. .. · . . ' 

... .. 8_3 .. . ................................................ ~.~-~~?.!!.l~.: .. ~~.~~.~T..~i~-~-~-.~~~~ .. !~~ .P~~Y!.~~?.~.s ................... ~~.!~.~.~. . ................ ~~.!~.~.?... . ............. ~~.1.?.~.~~-· ...... ....... J!. ~-!~~.?.. . .............. ~~.'~.2.~.. .. .............. ~.~.!~.??.. . .......... ~.l}.!~~-~. . .............. J.1.!.,.~~.°... . . . . . ... -~~.~~~-~ .J .. ":":, .... ; .. _ ... ~E~.?~ .. l ......... -~ 1.h~1~ .. . 111,640 

84 

85 SUBTOTAL: Sales Tax 127,339 127,339 178,178 178,178 127,688 127,688 172,784 172,784 92,250 136,030 136,030 184,014 184,014 

GOV 83,950 125,100 
:;· 1·z~~~~7:;~~~::~~~!~~t·2·:s·~i·w~~~ .. ;~~~lpt~-t~~«~ii' iii106:;i~~~1 .. 1 

... 

sales tax rate on alcohol falls from 9% to 6.5%) · 

88 i:i'i~-;~~~;;;;;~~·-~~-R:~<l~~~ .. j;;~~~;~~··1~~-t~T5%"'(8~~~~~ .. ~rE·i/l/o·s;·........ o o c12 600) c12 600) (11 100) (11 700) (11100) (17 700) 
Senate: eff, 1/1106; GOV: phase mover 4 years) . . . . . . . . ' . . . ' . ' . . . ' . . ' . ' 

83,950 125,100 83,950 83,950 125,100 125,100 83,950 83,950 125,100 83,950 125,100 

0044 Abrams (4,500) 0401 Moua (4,500) (4,500) (13,700) (13,700) 

0044 Abrams 0401 Moua 

GOV 

1954 

.. ·········~r~~.·~·· .............•...••• : E i~r~~r~~~~~~:~r~!~~~~l~~~~f E,~~~=)== :•::··=== ~~ =~:·:··= ~~l :···:~~~~~,) :==~ :[l~!
9

f: : ·~·:=:·~~ : ·:·f ~l •::::::I .. : :~l~l~I : : ·= r~;iE=;~~=~~}~~r= : ~E ::: : . ~ 
1127 Brod . . 
1357 Peppin 1024 Rosen 97 B1osc1ence Zone -- allow canyover of2004-05 unspent balance (100) (100) O 0 (1,000) 

............ ............. ...... ..................... . ............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 111 .................................. , .................................... , ................................ , ....................................... 11 

~~~~ ~~r.;s ~~:~ ~r:'erickson 98 JOBZ -- Exempt airplanes & aerial camera equip. from sales tax (670) (670) 
ii94.6 ·· ·Ahr~~ ...... ··· ··· ... .. .. R~s! .... ··· ··· .. fote.~.~~·~~ii_::fr~a~·~·9~i'(*.f ~l~~ii~:f.i~~~~~)f.ilf ... ............... ....... ........ ....... · .......................... .. 0 

SUBTOTAL: Other Tax Provisions 

I 03 GENERAL FUND TAX REVENUE 

104 

88,215 

138,997 

88,215 

138,997 

(160) (160) 

.:·:::·:.:·:::·:.:<i·;~o.~iJ::·:.:·:::·:.:·:::·:.:cz.·;?·~:0211: ... : .. ::·:.:··::·:::fiO.O.H: .. ::··::··::··.:··.: .. _·c?q:0211····· ..... : .. j~:;!:O.o>. ... 

109,340 109,340 272,690 272,690 493,625 

155,504 155,504 1,531,080 1,531,080 1,829,275 

....... ·(2Jo(i) . .. :·(7~:02 
493,625 82,800 84,485 84,485 121,300 121,300 

1,829,275 174,591 245,830 245,830 293,849 293,849 

............. ~ .... -. -~~~~-~~-i_S_f_!_r_1_r_1_~-r-~-r-~-;-~-~-~-j-~-~-;-t-~-~-h-~-\-~-~-=-~-:-~-~-~-~-.. -_-_-_-_-__ -~-~-~~ .. -~-~-~-~-~-~-~-~-~-~-----~~ .. -~-~-~-~-~-~-~-: .. -.. -.. ~~~ .. -~-~-:-=-~-~-~-~-~~:----_-_-_-_-----~~---------_-_-.-.. -.. ---.. -.-:.-.. -.. -.--~~~~~ ~-~~~=:--~~, 

"'" ""='"' . .. . .. ...•.••.•.• J!~ f ~~W~¥:f~t;~~7~~;~;~;::::.~;u~~: : :: = : :: ::: : ::1i~:: ::: : :-.!:iil :::: :i:i~g: : :::: :i:~~~ .: ::::.~~;j~Q == :§j;'.~Q: .. . . :o~ii•: ::.. . . 3,'20. l===j • • · : ••• i:~if ~::. '~'.:1t : : · :J;QQ~ : : ·:: o.;92~ 
109 !GENERAL FUND NON-TAX REVENUE 52,088 52,088 

110 

Ill IGENERALFUND TOTAL REVENUE (Tax & Non-Tax) 191,085 191,085 

Negative numbers represent a cost to the state and positive numbers represent a gain to the general fimd 

Paul Wilson and Marie Zimmemian, House Fiscal Staff 
Anita Neumann, Senate Fiscal Staff 

18,060 18,060 

173,564 173,564 

3 

62,560 62,560 6,990 6,990 0 482,306 482,306 418,865 418,865 

1,593,640 1,593,640 1,836,265 1,836,265 174,591 ,, 728,136 728,136 712,714 712,714 

Total without cig & tobacco, SSTP, transfer from Tax Relief Account, and enacted provisions: 261,360 
232.000 

29,360 
Target: 

Amount over (under) target: 

4:12 PM 



Omnibus Tax Bii.- .. rfF 785 and HF 785UE (SF1209/SF1683/SF2206) m .. ~TED: 7/9/2005 

HF House Author SF Senate Author 

°.~.~~ ...... ~~~ .. ,. ......... --~~.1-~. ,..Ptr ... 
0??.8... .~~P.~e.?'.. ... ..1?8.~ .... ~~h.L 
°.6~.o ... --~-~ru:d ... ... ... .. o_63_4 ..... !l?b!.ffi.¥ ... 

1691 Westrom 1465 Kubly 

1499 Simpson 1476 Snms 
................ 

0972 Howes 
0779 Skoe 

1509 Moe 

1908 Vandeveer 2196 Belanger 
.... , ... , ....... , ....... , .. 

1514 Heidgerken 1931 Fischbach 
.......................... 

Line 
# 

Changes to General Fund Expenditures 

(dollars in thousands 

GOV 
Change from 

Base 
FY2006-07 

J.ba_se .. ~.!.~gHJ~..f.~!?:r, .. c~fil.lg,e_ i~err.i~ .. ~.!.!BU£~J........................................................... .......................................... ....................................... .. ................................ J ...................................... 1~ ...... : ...... ;., ...... : ....... ,: .. J;.,.: ......... ; ..... : ... :.; .......... f~:., .... : ..... : ...... , ...... : ... :4 ...... ,: ..•• , .... ;·.:, .. »---···:,;.; .... ~( .................................... lfl ...................................... ( ..................................... 11 .................................. 1 ...................................... JI 
113 REFUNDS 

114 · ~~i.ijifi~'f~B.~~~~®"~l.!~~'''ll•1•aa?111a :.11,li~§lfi~ lkllff~l~~; 

lli ~~i~~J!"~~~~~~~I~~~t~;~~~!~==:-=:·-==:~~: =:== ::::=::~ ~:-:=::::~~J :::=::-=?{~E=::_:= 1~·1rEaH:F~:;=:-=:=:r . .............................. ~·::lll::::::::::::::::::::::::::::::::~:::l::::::::::::::::::::::::::::::::~J::::::::::::::::::::::::::f.~:::1:-:::::::::::::::::::::::::::::f.~:: 
118 

Utility personal property tax exemption poultry litter biomass facility -
0 0 30 

j~?.:· ~iijf,;;.{;.;~~~;~iP.~~~:~~:~~~~ie1i.~~::~t.!?:~;g,~a~~!.ti~:~:¥P.{~:::::::::::::::::::: :::::::::::::::::::::::::::::::::::::::::: ::::::::::::::::::::::::::::::::::::::: :::::::::::::::::::::::::::::::::t:::::::::::::::::::::::::::::::::J 

0 0 0 30 30 

120 
LMV/or small resorts le. House: 30% of'03 value or 40% of 

9 9 18 
:::-:::- .. . <!..ifl~r..~.IJ~~ .. ~f:.f!.Y.<:.~!.! .. '.9..~ .. ~ .. '.Q5. . .Y.f:l.!.1:'!!: .. §~.'!(l!.e.:: .. !.~'!:!!1 . .?..~~- .................................... ................................. , ....................................................... , ......................... j ...................................... 1~.,;:.~ ............... ,c,; ....... ~.J .... ., ....... : ........ ,,. . .,.,,.;, ... .,1~ ... ;.:.-..; ..... , ...... ~ .... ., .. J .. , ..... ;;,.,,; ....... ;~;.,, •• ;.; .... ~;.jl·····•· ............................. 111 ...................................... 1 ..................................... fl·· ................................ ( ...................................... ~( 

Class le resorts. House: reduces 1st tier class rate to .55% up to 
121 $300k, next $1.5 mil is 1%. Senate: reduces 1st tier class rate to .55% 31 31 62 0 

.':'P...!.<?}/!..QQ~1 .. llP..!.o...S.!:fi..r.n.!.! .. t;1.!..l~ ... <!?.1:?.!!.! .. <:.?!.n.!.i!!.C!.!!! .. ~P:::L .................................... ~ ........................................... , ....................................... ,, .................................. 1 ...................................... ,, ..• , .. :,: ...... : ..... .,,,, .... : .• : .. ~:: •.. : •.• , ........................... ,, ..• , .. : ......... : ........ : ...... :1 ............. ;; ••••• ; ..................... ,, .................................... ,11 ...................................... , ...................................... ,, .................................. , ....................................... 11 

122 
4d. House: reduces class rate to 1.0%. Senate: reduces class rate to 

420 870 0 420 

123 7 7 20 20 
............................ 111··'*'''"''''''"''"'''"'"'•••······1"•'"''"''"'"'''"''"''"''"''' .. , ............................................................... , ......... .. 

2407 Abrams 1366 ... P..05'.':?ill".'.. ...... _12.4. .~, .................................... 111 .............................. J!. ... 1 ................................ ~ . .Jl ...................... .!.~!. .... 1 ............................ !..3.!. ... , 
0169 Rulm~na 0417 Murphy 125 

2284 Names 2258 Larson 126 ·o 

1640 .J~~-~~~-.... " ... 1564 Bakk 

:::::::::::::::::::::);:~?.r:r::::::::::::::::::::j;:~?.fll::::::::::::::::n;:I.?.LL:::::::::::::::::x~;m:: 0~?.2 ... ~?.~~.r~ .... 
2320 Donnan 2214 Skoe 

0785 Krinkie 0318 

0890 Vandeveer 

0660 GOV 

Vandeveer 

Vandeveer 

.. m. 

~:~:::;~~!] :~~::~:~~;;~~!: ~ ~!![~:~::~i~~ 
133 .... . ..... 
1_3.4.. ,.'.':'.':'~.'.':.':'.:.':''.'..'.~ .. '. .. '.'..'.':'.~'. .. '.':'.~.:::'i .. "::'.'..'.':'::.:.·::. 
135 
136 

---1~~1~~1~~11~~1~~11~~1~~11~~1~~11~~111~~1~~11~~1~~ 
140 Tax Refund Interest .. 30,000 0 30,000 0 · 30 000 0 . 30,000 ·. · 0 0 30,000 30 000 "'1'4f .............................................................................................................................................................................................................................................................................................................................................. ? ..................................................................................... , ........................... " ............................................................................................................................................................................................. . 

(31) (31) (7,803) (7,743) 

LGA. House: About 90% unmet for all cities; 112 cent sales tax 
144 authority for ]st class cities offeet in LGAformula. Senate: White (17,500) (17,500) 0 0 86,105 86,105 188,000 188,000 45,105 45,105 90,000 90,000 

Bear Lake in FY06, increases LGA funding in FY07 & after . . . . · : . . . . . . . . · .. ·. · • . . . : 

Betzold ... J~6. . ...... '!.r..Cf~~f ".!: .. ~.'!...f.f'.'!.'!.i)!..-1..~~.fr,q_'!J .. (.<?.!f.r.!.S .. C!f.'!:.1:~!!'!.8.!~?.~ .. ~.!.!.IJ.<!,~<;i) .................. ............................. ..!.?.?.. ... ............................ !.9.?. ... ....................... ?..~.~ .............................. ?..~~ ... . : ....... ; ...... : ..... :.!..?.? .............. : .............. !.?.?. .. ; """• ..... ; .. : ...... }~~:;. """"'"'.""'';: .......... -?.§~... .................................... . ......................... !.?..?. ............................... !.?..?... . ................... J6.q, ............................... f..6..~ .. 
Betzold .. ..1~?. .. ....... !!:.'!.if.'!.~tJ.q,'! ... !.<?../?.!~!.r.!E! .. r;,£~!.~:! .. ~f:l.~!! .. ?!.'!1.&~!. .......................................................................................... (!.?.?.) .......................... P.9.?.). . ................... .{?..~§). ........................ P.~~). .. ............... , ... .{!.?..?.).. ....................... P.?.?.) . .. ; ....... ; ....... .,.(~~~- .. : ....................... ;.{.£~~). .................................... .. .................... J!.9..?) .. ........................ J!.?.?.J.. .................... J?..6.~J... ......................... .ff..6.~J.. 

148 
Appropriation to County Chemical Dependency Treatment 

3 220 3 220 
. . 5 689 

Paul Wilson and Marie Zimmerman, House Fiscal Staff 
Anita Neumann, Senate Fiscal Staff 4 4:12 PM 



Omnibus Tax Bili .... _ nF 785 and HF 785UE {SF1209/SF1683/SF2206) 

Line 
Changes to General Fund Expenditures 

HF House Author SF Senate Author # (dollars in thousands 

....................................................................... 1 .......................................... 1 .......................... .. 

............................................................................................................................................................ .i ........... , ••• , ........... , .............. .1. ....................................... 11 .................................. -.L. ... , ............................... , .. ,, ........................................... . 

Paul Wilson and Marie Zimmerman, House Fiscal Staff 
Anita Neumann, Senate Fiscal Staff 5 

UP.._ .{ED: 7/9/2005 

- - - ~.111 ::::::::~~it::::= :::::JI :: ::::1·~E=::=::= :: 
·:::::::::::::::::::::::::.:::llll::::::::::::::::::::J::~~tl::::::::::::::::::::::::::::::::::J:::::::::::::::::::::::::::::b::::::::::::::::::::::::::::::::::::: .. , 

::·:::·::::::·::::·:::·:::::::::::ir:::::::::::::::::::·~:;~?~+:::::::::::::::::::::::::::::::::::r::::::.::::.:::.~~1::1:::::::::::.:::·:::::::::::·:::::::: 

................................ ~ .. 111··················!·j~:ji~···1 ...................................... l1··············m:·!~i···1· ................................... .. 
................................... ........................................................................... ......................................................................... 11 

................ (~~,~~'!.) . .................................................................................................................................................... ! 
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Omnibus Tax Bh. .rlF 785 and HF 785UE (SF1209/SF1683/SF2206) u~ • TED: 7 /9/2005 

Line 
Changes to General Fund Expenditures Senate 

HF House Author SF Senate Author # I (dollars in thousands) FY2008-09 

Change from 
Base 

FY2008-09 

GOV 
Change from 

Base 
FY2006-07 

C()W;·· 
FY2006-07. 

CONFERENCE 
qa11~efrom. 

..•..•. ·.··),lase., . 
FY2006-07 

Change,from 
· · ·· Base 
FY2008-'09 
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·. 614 0 055 I Anderson, I 42 203 
Increases PILT payments/or LUP lands. House: $0. 75/acre. 

.. ... ... ... ... ... ... ... ... ... ... .. ... ... ... ... ... ... ... . .... ~. :S'i:.n_l/!.e..i .. ~.3.(t!~r.".: .......................................................... .............................................................. ~ ......................................... + ...................................... 11 .................................. + ...................................... 11 ••. ; .......... _.. ••• 

1041 Lanning 0955 Langseth 204 Border ~~ties: Al~oc.ates money to ~estern border ci(Y e1.1terprise l 11500 l 11500 II 0 I 0 II 1.SOO I 
................................................................................. .. ......... i;.rJ!1IH1:; .• 9.!.l!.g$.,.9.gl!.l!.1:!1.!!..l.9..P..(:S.!.:?.d!!.9.!.l9.l:! . .9.!.:JJ.§/J.9.!.:{!!J:..d.!!t:l!!.!Q!J.. ......................... ............................................................................................ : ............................................................. I~"··"•'•·•"'""'"'•·, .. .. 

0468 Saxhaug 42 87 87 II ...... :..~.s. .. ·i .......... : .... :, .... : .. ~95 II 
614 

1,soo II 0 
" .... f ................ : ..... ;._ .... _. ... : .. 
II 

0 

... ... ... ... ... ... ... ... ... ... ... ... ... .. . .. . -:-:. .r:i!.!o.r:qt.f!.~. ~l Q~fr. .l0. .. Z.'?.IJ:f!.f1:.!!f!!:.e.IJ1.!~1!1). ... .. ... ... ... ... .. ... ... ....... ... ... ... ... ... ... ... .. ... ... ... ... ... •.. ... ... ... ... ... ....... ... ....... ... ... ....... •.. .. ......... """ ... •.. ... .. ... ... ... ... ... ... ... ... ... . ....................... . 
o II 0 

........................................................................ ~ ....................... , ....... ; ••• , .... ~j 

0 

1511 Nelson 1495 Nienow 205 Border Cities: Authorizes Taylors Falls border ciry zone powers, j 65 j 6511 35 j 3511 o I 

-----------------===~~:~:~-~~=-~==~===~=~:====~===~== ::::::::::~::.~:::: :~~i==~J:::~::~:~j:::::::::::~::::::::~1:::~~=:~::::~-~:::::::~=1 
208 IAppropriationfor Buy-Back of Education aid payment shift- (DOF) 

211 
One-time Duluth appropriation for environmental clean-up of Lake · 

320 
I ·· 

3
20 II 
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212 
Appropriation to Clean Water Legacy Account in the Environmental 

- Fund 213" ........................................................................................................................................................................ , ..................................................................... 1 .................................. 1 ...................................... 11 t 
214 Pro e Tax Aids and Credits, General Fund Total $2,834,895 $125,920 I $2,885,098 
i1·s. fapendituresabove or (be/011~ the Governor ($52;934) ($52,046) 

NeJ;ative numbers represent expenditure reductions (budJ;et sm1ings) and positive numbers represent expenditure increases 

Line 
Senate 

0 

$72,98 $3,009,141 $48,326 

I TARGET: $2,973,829 I $13,614 I 
Amount over (under) target: $35,312 

$3,119,681 $100,619 

· Change from 
. Base 

HF House Author SF Senate Author # 

Change from 
Base 

FY2006-07 FY2008-09 

Change from 
Base 

FY2008-09 

Change from 
Base 

FY2006-07 

Change from 
·.··Base· 

FY2006-07 
CONF 

FY2008-09 .FY2008-09 

GOV 

GOV 

DOR 
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226 

Pay refunds for air ambulance fuel from State Airports Fund (rather 
then HUTDF) 

... 227. Total HUTDF I o 0 80 

30 

9 

30 

9 

30 

30 

30 

54 

30 
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Paul Wilson and Marie Zimmerman, House Fiscal Staff 
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HF House Author SF Senate Author 

Line I Changes to General Fund Tax Revenue 
# (dollars in thousands 

Change from 
Base 

FY2008-09 

GOV 
Change from 

Base 
FY2006-07 

'C()N! 
FY2006-07 

UP~- .fED: 7/9/2005 

CONFERENCE 
Change from 
. .. jj~~~ ...... . 

FY2006-07 
·coNF 

FY2008-09 

Change from 
•Base 

FY2008-09 

1175 Zellers 
0229 Nimnan 

0092 

0946 

Kleis 

Dille 

0526 Davids 1236 Bachmann 
l1ll~;~~tl~~ii.~?~~~~;=~:~~::~::~::c ~ :: : :~t: :;;~~~~1 ·~~i:[~~.;.;~~~ : .. - --- " ,_ - - ·~' - -- _,_ - ~- -" - - - ,,,_ - - ,_ -- - m - " - m - ,_ - - - " 

0887 Vandeveer 244 !Public Safety Officer Survivor and Memorial Account unknown unknown unknown 
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0919 Cox 1195 NeU\ille 250 Environmental Clean Water Account unknown unknown unknown 
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MINNESOTA 

HOUSING 
ALLIANCE 

PROMOTING EXCELLENCE AND INNOVATION IN OLDER ADULT SERVICES 

MHHA Position on Institutions of Purely Public Charity Provision 
(House Article 4, Section 6) 

CONCERN: The provision, as originally proposed by the Minnesota Department of 
Revenue (DOR), could create confusion and result in inconsistent application of the 
North Star factors in determining tax exempt status for "assisted living" facilities. 

GOAL: Neither broaden nor narrow the exemption· from current law and practices, 
but provide clarifying language to avoid confusion and unintended consequences. 

BACKGROUND: Determining the property tax status of"assisted living" 
facilities has been extremely difficult for both assessors and providers. In 2000, the 
Minnesota Health & Housing Alliance worked cooperatively with the DOR and others to 
clarify property tax exemptions for assisted living facilities through the development of a 
bulletin. The bulletin outlines for assessors what activities must be present in order to 
satisfy each of the North Star factors used to determine exempt status as an Institution of 
Purely Public Charity (IPPC). Under factor 3 (whether the recipients of the "charity" 
are required to pay for the assistance received in whole or in part) the bulletin states 
that assisted living facilities must participate in government assistance programs such as 
Alternative Care Grants (AC), Elderly Waiver (EW), and Group Residential Housing 
(GRH) to satisfy that factor. The language proposed by the DOR specifically states that 
these types of government assistance programs are not "gifts or donations," which are 
required to satisfy North Star factor 2 (whether the entity involved is supported by 
donations and gifts in whole or in part). 

We concur with the DOR that government programs should not be considered gifts or 
donations. However, assessors and assisted living providers are likely to be confused by 
a bulletin that requires participation in government assistance pro grams to satisfy one 
factor, and a statute that prohibits the consideration of government assistance programs to 
satisfy another factor. 

SOLUTION: We support the Senate position that includes ,clarifying language 
developed by the DOR in cooperation with a broad group of older adult services 
or?anizations including the Minnesota Health & Housing Alliance, Care Providers of · ~ \Aii W ~ 
Mmnesota and the Good Samaritan Society. "The items described in clauses (1) and (2) may, 

1 0 
\\.~'\.v C ~ 

however, be considered when making other determinations related to an exemption under this '-V~· .. \.)~-~~ 
subdivision, including, without limitation, for the purpose of determining_whether the recipient of '1\J-c~" 
housing or housing services is required to pay in whole or in part for the housing." - 1 

2550 UNIVERSITY AVENUE WEST, SUITE 350S " SAINT PAUL, MINNESOTA 55114-1900 

(651) 645-4545 • FAX (651) 645-0002 • Tou FREE (800) 462-5368 " www.mhha.com 

The Minnesota Health & Housing Alliance is the state affiliate for the American Association of 
Homes and Services for the Aging and the Assisted Living Federation of Ameiica. 



May 17, 2005 

Senator Larry Pogemiller 
State Capitol Room 235 
St. Paul, Minnesota 55155 

Dear Senator Pogemiller: 

The University of Minnesota's Academic Health Center relies on revenue from its 
dedicated portion of the state's cigarette tax - <?Urrently 6.5¢. That critical revenue helps 
cover the cost of our health professional education and research programs. Previously, 
the state had used revenue from the tobacco settlement endowments to support these 
programs. The endowments, established in 2000, were set up to provide $25 million 
annually to the Academic Health Center. 

When the tobacco endowments were liquidated to balance the state budget two years ago, 
the state opted to tum to the cigarette tax, in lieu of general fund monies, to help cover 
the costs of these essential programs. The legislature, at the time, thought that cigarette 
sales and funding for the AHC would actually increase. Instead, cigarette sales have 
decreased, and so has funding for AHC programs, falling in the most recent Department 
of Revenue estimates to $20.9 million for next fiscal year. 

With the proposal to significantly increase the cigarette tax, cigarette sales are expected 
to fall further. We want to be clear that we support the reduction in smoking as a good 
thing - for individuals, their families, and the state. It has the unintended, and 
unfortunate, byproduct, however, of seriously reducing funding for medical research at 
the University and for educating the state's next generation of health professionals. 

Maintaining the AHC's needed revenue with a cigarette tax increase of $1 per pack 
requires that 9.5¢ of the tax be dedicated to the University's Academic Health Center. 
That's based on J.2~11::.t.r.1.KI1.:~.nts,2DS::1~y.~~}Jll~~.-Proj ections that such an increase would reduce 
sales by another 18 percent. At 9.5 ¢per pack, the AHC would receive $25 million 
annually as originally intended by the state. 

We urge you, as you consider raising the state's cigarette tax, to keep the University of 
Minnesota's Academic Health Center whole and provide $25 million in critical funding 
for our education and research programs. 

Sincerely, 

Frank B. Cerra 
Senior Vice President for Health Sciences 



Research Department 
Thomas Todd, Director 

600 State Office Building 
St. Paul, Minnesota 55155-1206 
651-296-6753 [FAX 651-296..:9887] 
-www.house.mn/hrd/hrd.htm 

TO: Representative Ron Abrams 

June 30, 2005 

FROM: Joel Michael, Legislative Analyst, 651-296-5057 

Minnesota 
House of 
Representatives 

RE: Winona's Analysis of the Feasibility of Using Abatement for the Pelzer Street Project 

As you requested, ·this memo responds to the letter, dated June 29, 2005, from Jerry Miller,_ 
mayor 9fthe City of Winona, on the feasibility of using an economic development abatement for 
the Pelzer Street bridge project, rather than extending the duration of the city's Riverfront tax 
increment financillg district. · , : · · · 

· .. The city requested legislation to extend the duration of the Trf district to pay for a gap in the 
financing of the project. The TIF district was approved in 1980 and, absent special legislation, 
will decertify at the end of this year. H.F. 1698 (Pelowski) and the Senate tax bill (Article 9, 
section 39) would authorize the city to extend the TIF district by 15 years (until 2020). 

· · The financing· gap that the city hopes to cover with the TIF district extension is $3.5 million. 
The city plans to issue bonds to cover this (as well as the basic project, I assume). The amounts 

. of the debt service payments. on the bqnds, and the revenues from the TIF district and abatements 
by the city and county are summarized in the table below. This info:n:Ilation is from Mr. Miller's 
letter. . 

Options to Cover $3.5 million Gap 
Annual debt service 10-year bond issue 
Annual debt service 15-year bond issue 
Increment for payable 2005 
Abatement - city 
Abatement - county 
Abatement - combined city and county 

$465,000 
348,000 
478,625 
170,260 
251,164 

$421,424 

I don't know, but assume that the abatement amounts are calculated to be the city and county 
taxes on the amount of the captured value of the TIF district. (This was the authority that was 
contained in the House Public Finance bill that was dropped under the Senate amendments and 
thus not enacted into law.) · 
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The city claims abatement will not wor~ financfally for two reasons: 
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Page2 

1. It won't generate sufficient revenue to pay the debt service on the bonds for the $3 .5 
million gap. 

2. Winona County typically does not approve abatements. The letter cites two instances 
when the county ha~ refused to fund city proposed abatements. 

Sufficiency of the Revenue. With reg(U"d to the fi+st point, the numbers provided by city suggest 
that a combi;ned city-county abatement for 15 years would be sufficient to pay off bonds 
covering the $3.5 million gap. As indicated in the table, the abatement would generate about 
$421,000 per year, while the debt servi.ce on a $3.5 million 15-year bond issue would be 
$348,000. The city's letter implies that only a 10-year abatement is permitted by law~ This. is 
not correct. The law generally allows a 15-year duration for abatements. Minn .. Stat. § 
469.1813, subd. 6 (2004), as amended by2005 Minn. Laws, ch. 152, art. 1, § 17. Iftlie school 
district does not particip~te in the abatement, the duration can be increased to' 20 years. Id. 
(Even before the 2005 legislation, a city-county abatement could have been done for a 15-year 
period.) Thus, it seems clear that a combined city and county abatement would generate enough 
revenue to cover the g;ap. With school district participation, lOyears likely would be sufficient. 

County participation. ·It does appear to be clear that county· participation is essential to making 
an abatement work fuiancially. However, it is also clear that a TIF district extension wi~l affect 
the county and its taxpayers in a manner equivalent to an abatement, if the abatement applies to 
the amount of tax capacity equal to the TIF distri~t's captured tax capacity.1 Moreover, a special 
law providing for extension of the TIF district duration would require approval by both the 
county and school district. Minn. Stat.§ 469.1782, subd. 2 (2004).2 If the county board is 
unwilling to approve the abatement, it should be equally unwilling to' approve ~he TIF district 
extension since the financial and economic effects are largely indistinguishable. In the case of . 
the TIF district extension,. the county is forgoing tax base and so mu~tirnpose a higher tax rate to 
generate revenues equal t9 its levy. In the case of an abatement with the TIF district. added to its 
tax base; the county h'!-s a broader tax base and, thus, can increase its levy by the abatement levy 

1 In addition, .a TIF district extension will capture the school dishict's taxes. Depending upon the levies 
involved this will mcrease the property taxes paid by school district taxpayers, decrease& school rev~nues, or 
fucrease state aid. Analysis of the specific situation would be necessary t.o deten:nine the precise effect. 

2 The Senate tax bill provisio~ and. ~.F. 169 8. both. attempt to exempt the duration extension from this provision. 
I don't believe that .the exception would be .constitution~!: The M:iimesota constitution provides: 

. ' 

The legislature may enact spedal laws relating to local govermrient units~ but a spec~al law,. unless 
otherwise prbvided by general law, shall become effective only after its approval by the affected 
unit expressed through the voters or.the governing body and by such majority as the legislature 
may direct. Minn. Const. art. XII § 2 (emphasis. added). 

Section 469 .1782,. subdivision 2, implements this provision for TIF district extensions by designating the 
city, county, and school district as "affected local government units~" ·(The policy rationale for this is that 
each unit is forgoing tax base through the TIF district extension, so each governmental unit should be 
required to approve.) The constitutional provision only allows exemptions from local approval 
requirements by general law. The Winona provision by its terms is a special law. Thus, in my opinion, 
this would not comply with the constitutional requirement to eliminate the need for local approval by the 
county and school district. A change would need to be made in the general law (i.e., section 469 .1782, 
.subdivision 2). 
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without raising its tax rate (above the rate thaJ would apply under the TIF district extension). fu 
either case, co~ty property taxpayer would pay the same tax rate and taxes. 

Finally, it may be worth noting that the cityis requesting a 15-year duration extension, while the 
numbers provided by the city suggest that 10 years would be sufficient to cover the $3 .5 million 
gap. If the city is granted and collects increment for the full 15 years" t!tjs would allow the city 
to impose a lower levy to pay the overall project bonds and would, thereby, sh~ft more of the 
project's cost to county and school district ta-x.payers outside of the cityr. 

~lease let me know if you would like additional information on this matter. 

JM/ks 



Meeker . 
Coopetativer.__ · 

June 24, 2005 

Senator Steve Dille 
103 State Office, Building · 
St. Paul :rviN. 55155 . 

Senator Dille 

S03 East IDghway 12 • PO Box 522 
Litchfield MN 55355-0522 

320-693-323101."1-80.,..232-6257 
·Fax 32@-693-2980 

Here are tw<? of the issues th&, are making JOBZ tota}ly unwo:rkabl~ for Meeker Co-op Light & PoVv~: 

1 .. Sales Tax Ex~Jllp~on: · 
• When Meeker ~orked ~th .'.DJIBD in putting togc:thet our 'JOBZ apPlication, DEED · 

infoµlled us ~tall. ofpvr ~µppp~~ (po1~s:1, Y?fe~ lluc¥ettrucks, · ~~:) ··weuld'be exempt from 
sales tax~ ~()rig~ tp.os~ ~ppJ~e~first £aritcdnto .. oilr ~a~ility •. Nowwe are beinginformed 
by ~e Department ()f'R~vem1ethaj 11¥~. is D()~ the ca~ and that these materials are not 
exempt from s~es tax becaus·e we .• are n~t 115iqg .them on site~ Meeker's JOBZ 1sales tax 
sa~ings over the next 10 years ('.zOOS-2015) vvoUtd be $l~7~8,265-~. If we can only take 
the. sales tax. ~:X~Qlptjon on supplie.s ~xclusiv:elyt1s~d ~J:l site, the savings is reduced to 
.$54~340. ' . ' ' . 

2. · :Prevailitl,.g ·Wage ... .. . ... , . . ·. . 
• DEED :infor.m~diy~ th~tw~.~~~e,p~~tr~~~~9to, .. ~:ypr~aJ.lµig 1,\70.'.ge forth~ consttuction of 

· ourJacility. In.f~<:t,}:~Yt;: ~ ~PPY qfth,e. ~0XJ.11#.1~011J>rinted,fr~~ their web site~ ·We had 
our fQ.cility ~i.cJJ9r,c;q~tt,u~i9~ -with9~#e.yajling. ~a.ge aiid are 'cm:rell~! under 
constrq~t~pn. 'To ._applY: .p~v~ili,ng ·~a8e. riow:wqPI~f pe ·Hoth' ii'huge ~cial,, as wen as, an 
administrative burden on the Co-op.' · · · · · · · 

As youc~m-~~' .tperp1 ~~.1ll~YJ;J91~ ~ .b,e.~y~~.b~ 9~. ~~b,~rs o'Vertll~ l;ife.of the JOBZ 
progrmµ. ~s building::js J-'eW~ l?~ll~~.1~.~~.~· s~vll,f~ .. caJ~W~-illi,? *e.~ci'1.:con~ction and 
debt payments,.·.W~~cte9.~d.w9.r~¢ .ID,&~94 fai'tlJ:in s~~*g:BP~Jh.~~o~~.PtP~~~-··To·take away 
the pr~mised tax benefits now would place a h~ie buroeri on the members of tlie oo-Op~'· A$ Y.ou are 
well a~e~ !AA co~oP.;!~i~.~;rqe ill .~t~~~,,~i!~P~.~ ~.~~s~~- on to all of our-111embeci and so, 
remain in Minnesota. This is a huge coricem for us and 'any help YOU; can provide if1 a'favorable 
outcome is appreciatect -· · ; '· · · 

'Ib.ank you for your attention and concern to this matter. 

/~~ Tim Mergen- f .. ·. 
CEO/General Manager; 
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Prevailing Wage Requiremena for JOBZ Projects 

Q: Do statutes require ~eases that benefit from the JOBZ program to require 
oontractors to pay prevailing wages to construction workers during construction of a . 
business facility?. 

A: A review _of relevant statutes suggests that for some businesses the 8JlSWtt is yes. · 
Minnesota sbd.utes 1161.871 provides guidance on prevmling wages as it relates to · 
economic develop.ment assist.ance. Subdivision l(b) defines eeooomic develOpment,. in 
part,· to be, "financial. assistance provided to a penon directly or to a local unit of 

. government or nonprofit organization on behalf of a p~n who is engaged· in the 
manufacture or. sale of goods and services.,, . Subdivis~n l(c) defines financial assistance,. 
in part, to be, ''a reductio~. credit, or abatemeflt of a wc· assessed under chapter 297 A 
where the tax redbction, credit oc abatement applies to a geographic area smaller than the 
entire state and "8S granted for ecomxmc development related pUtposes." Subdivision 2 
states that,: ~'A state agecwcy may P,fOvide ~;:assistance tO a per9on only if the person 
receiving or benefitiiig,fto~ the ruumcial .assist8ru?.e certifies to· tile commissioner of labor 
and:industry that.laborers and.mechanfos. at.the _prOj~ site ~Urlingconstructioo, 
installation, remodeling~. and repairs for which.the financial assistance was provided will 
be paid the p~iJing wage rate ,as defined in section 177.4~ subdivision 6. n 

What this means to us is that 'qualified bosinesses who are conducting bWlding projects.. 
and claiming sales tax exemptions for JOBZ-related construction materials and supplies 
should require construction companies to comply with Minnesota's pr~ling wage 
statute ... ,The ~lqgy would be for submne communities to place the preVailing 
wage requirein~ .. in ~. bnsine~ subsidy agreements. The business·thatbenefits ftom 
JOBZ·'1<(0ultl p0t·~. ~fut$ wage OOquitCment·in its bidpackages and construction 
contraCt .an4 n()tify_ ~Mum~ ~mem of Labor and Illdustfy (DOLi) Of its action. 
Conwtiance activities will be the ·responsibility of the bl.1Siness;0n the local level and 
DOLI at the state level. 

.. .-TlU$.~-)~,~=~~:.~:·fi1t=:~o~;W.~·bid~_.ip.),fa~l004-:·l,l~:-~. 
;·~~iCOli!itu1diM_.;Of~'2CJ04."·'·Jt·,ak.nkJes~net~~:,i0,, ·· ~bnsin · ··+1._.. • • 

-. .. . . . '' ' . ·. .. . . .. ' ' .,...,~~. . . . ' . ' 'Ufl'r'.1 ;any . . .. ~-~JS.. 
·· · '.~~·:•t:daimiftg---JOIJZ··$afes:tai:;~~-~oo~mataial~M){;.~~~-: 

• ' • ' : ~! - • ' • ·, • • ·~~ 

Bu.~n~Subsidy .~ 1~.~·proce8S;~id8nce is available on the DEED 
website. www.positivelyinDmesota.eom. . . . . ' . ' .. 

rfl~/.Jil~ ~ ~·M-~" t.1~.# 
. p~()> /11 () '( 

~::;:~,, 
0 0 Z £ l 3 r ~ 3 S l:fl d H. W d-V Z : Z S 0 0 Z l Z. IJ n r 
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06/27/05 (COUNSEL ] CEB SCH1976A16 

1 Senator ..... moves to amend H.F. No. 1976, in conference 
2 committee, as follows: 

3 On R77, Senate language, (S?276-2) 

4 Page 204, after line 17, insert: 

5 ''Sec. 96. Minnesota Statutes 2004, section 297A.68, 

6 subdivision 37, is amended to read: 

7 Subd. 37. [JOB OPPORTUNITY BUILDING ZONES.] (a) Purchases 

8 of tangible personal property or taxable services by a qualified 

9 business, as defined in section 469.310, are exempt if.the 

10 property or services are primarily used.or consumed in a job 

11 opportunity building zone desig~~ted under section 469.314. 

12 (b) Purchase and use of construction materials and supplies 

13 for construction of improvements to real property in a job 

14 opportunity building-zone are exempt if the improvements after 

15 completion of construction are to be used in the conduct of a 

16 qualified business, as defined in section 469.310. This 

17 exemption applies regardless of whether the purchases are made 

18 by the business or a contractor. 

19 (c) The exemptions under this subdivision apply to a local 

20 sales and use tax regardless of whether the local sales tax is 

21 imposed on the sales taxable as defined under.this chapter. 

22 (d) This subdivision applies to sales, if the purchase was 

23 made and delivery received·quring the duration of the zone. 
<1,l\':.. 

24 (e) Notwithstanding the restriction in paragraph (a), which 

25 requires items purchased to be primarily used or consumed in the 

26 . zone, purchases by a qualified business that is an electrical 

27 cooperative located in Meeker County of equipment and materials 

28 used for the generation, transmission, and distribution of 

29 electrical energy are exempt under this subdivision." · 

30 Renumber the sections in sequence and correct the internal 

31 references 

32 Amend the title accordingly 

1 


