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THIRTY-EIGHTH DAY

St. Paul, Minnesota, Wednesday, April 22, 2009

The Senate met at 3:00 p.m. and was called to order by the President.
CALL OF THE SENATE

Senator Clark imposed acall of the Senate. The Sergeant at Armswas instructed to bring in the
absent members.
Prayer was offered by the Chaplain, Rev. Mike Tegeder.

Theroll was called, and the following Senators answered to their names:

Bakk Fischbach Kubly Olson, M. Sheran
Berglin Fobbe Langseth Ortman Sieben
Betzold Foley Latz Pariseau Skoe
Carlson Frederickson Limmer Pogemiller Skogen
Chaudhary Gerlach Lourey Prettner Solon Sparks
Clark Hann Lynch Rest Stumpf
Cohen Higgins Marty Robling Tomassoni
Dahle Ingebrigtsen Metzen Rosen Torres Ray
Day Johnson Michel Rummel Vandeveer
Dibble Jungbauer Moua Saltzman Vickerman
Dille Kelash Murphy Saxhaug Wiger
Dall Koch Olseen Scheid

Erickson Ropes Koering Olson, G. Senjem

The President declared a quorum present.

The reading of the Journal was dispensed with and the Journal, as printed and corrected, was
approved.

RECESS

Senator Clark moved that the Senate do now recess subject to the call of the President. The
motion prevailed.

After a brief recess, the President called the Senate to order.

CALL OF THE SENATE

Senator Pogemiller imposed a call of the Senate. The Sergeant at Arms was instructed to bring
in the absent members.
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REPORTS OF COMMITTEES

Senator Pogemiller moved that the Committee Reports at the Desk be now adopted, with the
exception of the reports pertaining to appointments. The motion prevailed.

Senator Bakk from the Committee on Taxes, to which wasre-referred

S.F.No. 1276: A bill for an act relating to transportation; appropriating money for transportation,
Metropolitan Council, and public safety activities and programs,; providing for fund transfers,
contingent appropriations, and tort claims; providing for various fees and accounts; clarifying
appropriate uses of trunk highway fund; increasing set-aside from municipal state-aid fund for
administrative costs, depositing fees in vehicle services operating account; modifying fine and
surcharge provisions relating to seat belt violations and providing for primary enforcement;
authorizing use of design-build contracting for high-speed rail; allowing use of Metropolitan
Council transit tax levy for transit operations; requiring study of extension of high-speed rail
line; prohibiting transit fare increase and service cuts; establishing discount transit passes pilot
program; authorizing Metropolitan Council to convey certain real property including the Apple
Valley Transit Station; amending Minnesota Statutes 2008, sections 161.20, subdivision 3; 162.12,
subdivision 2; 168.017, subdivision 5; 168.021, subdivision 4; 168.10, subdivision 1i; 168.29;
168.62, subdivision 3; 169.686, subdivisions 1, 2, by adding a subdivision; 171.05, subdivision 2b;
171.055, subdivision 2; 174.03, subdivision 1b; 473.254, subdivision 5; 473.446, subdivision 1;
Laws 2007, chapter 143, article 1, section 3, subdivision 2, as amended; Laws 2008, chapter 152,
article 1, sections 3, subdivision 2; 5; proposing coding for new law in Minnesota Statutes, chapter
174.

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

Page 18, line 28, delete "LOAN ACQUISITION" and insert "ACQUISITION LOAN"

Page 31, after line 30, insert:
"Sec. 24. DESIGN-BUILD CONTRACTING PILOT PROGRAM.

The commissioner of transportation shall conduct a design-build contracting pilot program
to select local transportation projects for participation in the program, to conduct information
sessions for engineers and contractors, to support and evaluate the use of the design-build method
of contracting by counties and statutory and home rule charter cities in constructing, improving,
and maintaining streets and highways on the state-aid system, and to report to the legislature.

EFFECTIVE DATE. This section is effective the day following final enactment and expires
on October 1, 2012, or upon completion of nine design-build projects under this pilot program,
whichever occurs first.

Sec. 25. DESIGN-BUILD PROJECT SELECTION COUNCIL.

Subdivision 1. Establishment of council. A Design-Build Project Selection Council is
established to select, evaluate, and support county and municipal transportation projects on the
state-aid system that are conducive to use of the design-build method of contracting and to report
to the legidature.
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Subd. 2. Duties of council. In order to accomplish these purposes, the council shall:

(2) review applicationsfor participation received by the commissioner from counties and cities;

(2) select for participation in the pilot program amaximum of 15 projects on the state-aid system,
no more than ten of which may be on the county state-aid highway system, and no more than ten of
which may be on the municipal state-aid street system;

(3) determine that the use of design-build in the selected projectswould serve the public interest,
after considering, at a minimum:

(i) the extent to which the municipality can adequately define the project requirements in a
proposed scope of the design and construction desired;

(ii) the time constraints for delivery of the project;

(iii) the capability of potential contractors with the design-build method of project delivery;

(iv) the suitability of the project for use of the design-build method of project delivery with
respect to time, schedule, costs, and quality factors,

(v) the capability of the municipality to manage the project, including the employment of
experienced personnel or outside consultants; and

(vi) the original character of the product or the services;

(4) periodically review and evaluate the use of design-build in the selected projects; and

(5) assist the commissioner in preparing areport to the legidature at the conclusion of the pilot
program.

Subd. 3. Membership. (a) The council is composed of the following members:

(1) two contractors, at least one of whom represents a small contracting firm, selected by the
Associated General Contractors, Minnesota chapter;

(2) two project designers selected by the American Council of Engineering Companies,
Minnesota chapter;

(3) one representative of a metropolitan area county selected by the Association of Minnesota
Counties;

(4) one representative of a greater Minnesota county selected by the Association of Minnesota
Counties;

(5) one representative of a metropolitan area city selected by the L eague of Minnesota Cities;

(6) one representative of a greater Minnesota city selected by the League of Minnesota Cities;
and

(7) the commissioner of transportation or a designee from the Minnesota Department of
Transportation Division of State Aid for Local Transportation.

(b) All appointments required by paragraph (a) must be completed by August 1, 2009.
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(c) The commissioner or the commissioner's designee shall convene the first meeting of the
council within two weeks after the members have been appointed to the council and shall serve as
chair of the council.

EFFECTIVE DATE. This section is effective the day following final enactment and expires
on October 1, 2012, or upon completion of nine design-build projects under this pilot program,
whichever occurs first.

Sec. 26. DESIGN-BUILD CONTRACTING PILOT PROGRAM.

Subdivision 1. Definitions. The following terms have the meanings given:

(1) "commissioner" means the commissioner of transportation;

(2) "municipality" means a county or statutory or home rule charter city;

(3) "design-build contract” means a single contract between a municipality and a design-build
company or firm to furnish the architectural or engineering and related design services as well as
the labor, material, supplies, equipment, and construction services for the transportation project;

(4) "design-build firm" means a proprietorship, partnership, limited liability partnership, joint
venture, corporation, any type of limited liability company, professional corporation, or any legal
entity;

(5) "design professional” means a person who holds a license under Minnesota Statutes, chapter
326B, that is required to be registered under Minnesota law;

(6) "design-build transportation project” means the procurement of both the design and
construction of a transportation project in a single contract with a company or companies capable
of providing the necessary engineering services and construction;

(7) "design-builder" means the design-build firm that proposes to design and build a
transportation project governed by the procedures of this section;

(8) "request for proposals’ or "RFP' means the document by which the municipality solicits
proposals from qualified design-build firms to design and construct the transportation project;

(9) "request for qualifications' or "RFQ" means a document to qualify potential design-build
firms; and

(10) "responsive proposa” meansatechnical proposal of which no major component contradicts
the goal sof the project, significantly viol atesan RFP requirement, or places conditionson aproposal.

Subd. 2. Licensing requirements. (a) Each design-builder shall employ, or have as a partner,
member, officer, coventurer, or subcontractor, a person duly licensed and registered to provide the
design services required to complete the project and do business in the state.

(b) A design-builder may enter into a contract to provide professional or construction services
for a project that the design-builder is not licensed, registered, or qualified to perform, so long as
the design-builder provides those services through subcontractors with duly licensed, registered,
or otherwise qualified individuals in accordance with Minnesota Statutes, sections 161.3410 to
161.3428.
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(c) Nothing in this section authorizing design-build contractsisintended to limit or eliminate the
responsibility or liability owed by aprofessional on adesign-build project to the state, municipality,
or other third party under existing law.

(d) The design service portion of a design-build contract must be considered a service and not
a product.

Subd. 3. Information session for municipal engineer. After a project is selected for
participation in the design-build contracting pilot program, the commissioner or the commissioner's
designee with design-build experience shall conduct an information session for the municipality's
engineer for each selected project, in which issues unique to design-build must be discussed,
including, but not limited to, writing an RFP, project oversight requirements, assessing risk, and
communication with the design-build firm. After participation in the information session, the
municipality's engineer is qualified to post the selected project, along with any future design-build
project RFP in the pilot program.

Subd. 4. Technical Review Committee. During the phase one RFQ and before solicitation, the
municipality shall appoint a Technical Review Committee of at |east fiveindividuals. The Technical
Review Committee must include an individual whose name and qualifications are submitted to the
municipality by the Minnesota chapter of the Associated General Contractors, after consultation
with other commercial contractor associations in the state. Members of the Technical Review
Committee who are not state employees are subject to the Minnesota Government Data Practices
Act and Minnesota Statutes, section 16C.06, to the same extent that state agencies are subject
to those provisions. A Technical Review Committee member may not participate in the review
or discussion of responses to the RFQ or RFP when a design-build firm in which the member
has a financial interest has responded to the RFQ or RFP. "Financial interest" includes, but is not
limited to, being or serving as an owner, employee, partner, limited liability partner, shareholder,
joint venturer, family member, officer, or director of a design-build firm responding to an RFQ or
RFP for a specific project, or having any other economic interest in that design-build firm. The
members of the Technical Review Committee must be treated as municipal employeesin the event
of litigation resulting from any action arising out of their service on the committee.

Subd. 5. Phase one; design-build RFQ. The municipality shall prepare an RFQ, which must
include the following:

(1) the minimum qualifications of design-builders necessary to meet the requirements for
acceptance;

(2) a scope of work statement and schedule;

(3) documents defining the project requirements;

(4) the form of contract to be awarded,;

(5) theweighted selection criteriafor compiling ashort list and the number of firmsto beincluded
in the short list, which must be at least two but not more than five;

(6) adescription of the request for proposals (RFP) requirements;

(7) the maximum time allowed for design and construction;
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(8) the municipality's estimated cost of design and construction;

(9) requirements for construction experience, design experience, financial, personnel, and
equipment resources available from potential design-builders for the project and experience in
other design-build transportation projects or similar projects, provided that these requirements may
not unduly restrict competition; and

(10) a statement that "past performance" or "experience" or other criteria used in the RFQ
evaluation process does not include the exercise or assertion of a person'slegal rights.

Subd. 6. Information session for prospective design-build firms. After adesign-build project
is advertised, any prospective design-build firm shall attend a design-build information session
conducted by the commissioner or the commissioner's designee with design-build experience.
The information must include information about design-build contracts, including, but not
limited to, communication with partner firms, project oversight requirements, assessing risk, and
communication with the municipality's engineer. After participation in the information session, the
design-build firm is eligible to bid on the design-build project and any future design-build pilot
program projects.

Subd. 7. Evaluation. The selection team shall evaluate the design-build qualifications of
responding firms and shall compile a short list of no more than five most highly qualified firmsin
accordance with qualifications criteria described in the RFQ. If only one design-build firm responds
to the RFQ or remains on the short list, the municipality may readvertise or cancel the project as
the municipality deems necessary.

Subd. 8. Phase two; design-build RFP. The municipality shall prepare an RFP, which must
include:

(1) the scope of work, including (i) performance and technical requirements, (ii) conceptual
design, (iii) specifications, and (iv) functional and operational elements for the delivery of the
completed project, al of which must be prepared by aregistered or licensed professional engineer;

(2) copies of the contract documents that the successful proposer will be expected to sign;

(3) the maximum time allowable for design and construction;

(4) the road authority's estimated cost of design and construction;

(5) the requirement that a submitted proposal be segmented into two parts, atechnical proposa
and a price proposal;

(6) the requirement that each proposal be in a separately sealed, clearly identified package and
include the date and time of the submittal deadline;

(7) the requirement that the technical proposal include acritical path method, bar schedule of the
work to be performed, or similar schematic; preliminary design plans and specifications; technical
reports; calculations; permit requirements; applicable development fees; and other data requested
in the RFP;

(8) the requirement that the price proposal contain all design, construction, engineering,
inspection, and construction costs of the proposed project;
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(9) the date, time, and location of the public opening of the sealed price proposals;

(20) the amount of, and eligibility for, a stipulated fee;

(12) other information relevant to the project; and

non

(12) a statement that “"past performance,” "experience,” or other criteria used in the RFP
evaluation process does not include the exercise or assertion of a person'slegal rights.

Subd. 9. Design-build awar d; computation; announcement. A design-build contract shall be
awarded as follows:

(@ The Technical Review Committee shall score the technical proposals of the proposers
selected under subdivision 7 using the selection criteria in the RFP. The Technical Review
Committee shall then submit atechnical proposal score for each design-builder to the municipality.
The Technical Review Committee shall reject any nonresponsive proposal. The municipality shall
review the technical proposal scores.

(b) The commissioner or the commissioner's designee shall review the technical proposal scores.
The commissioner shall submit the final technical proposal scores to the municipality.

(c) The municipality shall announce the technical proposal score for each design-builder and
shall publicly open the sealed price proposals and shall divide each design-builder's price by the
technical score that the commissioner has given to it to obtain an adjusted score. The design-builder
selected must be that responsive and responsible design-builder whose adjusted score isthe lowest.

(d) If atime factor is included with the selection criteriain the RFP package, the municipality
may use a value of the time factor established by the municipality as a criterion in the RFP.

(e) Unless all proposals are rejected, the municipality shall award the contract to the responsive
and responsible design-builder with the lowest adjusted score. The municipality shall reserve the
right to reject all proposals.

(f) The municipality shall award a stipulated fee not less than two-tenths of one percent of
the municipality's estimated cost of design and construction to each short-listed, responsible
proposer who provides a responsive but unsuccessful proposal. If the municipality does not award
acontract, all short-listed proposers must receive the stipulated fee. If the municipality cancels the
contract before reviewing the technical proposals, the municipality shall award each design-builder
on the short list a stipulated fee of not less than two-tenths of one percent of the municipality's
estimated cost of design and construction. The municipality shall pay the stipulated fee to each
proposer within 90 days after the award of the contract or the decision not to award a contract.
In consideration for paying the stipulated fee, the municipality may use any ideas or information
contained in the proposalsin connection with any contract awarded for the project or in connection
with a subsequent procurement, without any obligation to pay any additional compensation to the
unsuccessful proposers. Notwithstanding the other provisions of this subdivision, an unsuccessful
short-list proposer may elect to waive the stipulated fee. If an unsuccessful short-list proposer
elects to waive the stipulated fee, the municipality may not use ideas and information contained in
that proposer's proposal. Upon the request of the municipality, a proposer who waived a stipulated
fee may withdraw the waiver, in which case the municipality shall pay the stipulated fee to the
proposer and thereafter may use ideas and information in the proposer's proposal.
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Subd. 10. Low-bid design-build process. (@) The municipality may also use low-bid,
design-build procedures to award a design-build contract where the scope of the work can be
clearly defined.

(b) Low-bid design-build projects may require an RFQ and short-listing, and must require an
RFP,

(c) Submitted proposals under this subdivision must include separately atechnical proposal and
aprice proposal. The low-bid, design-build procedures must follow a two-step process for review
of the responses to the RFP as follows:

(1) thefirst step is the review of the technical proposal by the Technical Review Committee as
provided in subdivision 4. The Technical Review Committee must open the technical proposal first
and must determineif it complieswith the requirements of the RFP and isresponsive. The Technical
Review Committee may not perform any ranking or scoring of the technical proposals; and

(2) the second step is the determination of the low bidder based on the price proposal. The
municipality may not open the price proposal until the review of the technical proposal is complete.

(d) The contract award under low-bid, design-build procedures must be made to the proposer
whose sealed bid is responsive to the technical requirements as determined by the Technical Review
Committee and that is also the lowest bid.

(e) A dtipulated fee may be paid for unsuccessful bids on low-bid, design-build projects only
when the municipality has required an RFQ and short-listed the most highly qualified responsive
bidders.

EFFECTIVE DATE. This section is effective the day following final enactment and expires
on October 1, 2012, or upon completion of nine design-build projects under this pilot program,
whichever occurs first.

Sec. 27. REPORT TO LEGISLATURE.

Annually, by January 15, the council shall submit a report to the chairs and ranking minority
members of the legislative committees with jurisdiction over transportation budget and policy, and
to the legislature as provided under Minnesota Statutes, section 15.059. The report must summarize
the design-build pilot program selection process, including the number of applications considered;
the proposal process for each project that was selected; the contracting process for each project that
was completed; and project costs. The report must evaluate the process and results applying the
performance-based measures with which the commissioner evaluates trunk highway design-build
projects. The report must include any recommendations for future legislation.

EFFECTIVE DATE. This section is effective the day following final enactment and expires
on October 1, 2012, or upon completion of nine design-build projects under this pilot program,
whichever occurs first.

Sec. 28. PROHIBITION OF IMPOSITION OF SEASONAL LOAD RESTRICTIONS.

The commissioner of transportation may not impose seasonal restrictions as to the weight
of vehicles to be operated on marked Trunk Highway 11 between the cities of Baudette and
International Falls.
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EFFECTIVE DATE. This section is effective when the commissioner begins major
construction or reconstruction on any portion of marked Trunk Highway 11, and expires when the
reconstruction of marked Trunk Highway 11 is completed.”

Page 31, line 32, delete "to 12" and insert "and 9"
Renumber the sections in sequence
Amend the title as follows:

Page 1, line 5, after thefirst semicolon, insert "authorizing transfersfor transit from metropolitan
livable communities fund accounts and right-of-way acquisition loan fund;"

Page 1, line 9, after the semicolon, insert "authorizing metropolitan council to levy property tax
for transit and paratransit operations;”

Page 1, line 11, delete "prohibiting" and insert "restricting imposition of"

Page 1, line 14, after the first semicolon, insert "establishing design-build pilot program;
prohibiting imposition of certain seasonal load restrictions;"”

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

Senator Pogemiller, from the Committee on Rules and Administration, to which was
referred

H.F. No. 1242 for comparison with companion Senate File, reports the following House File
was found not identical with companion Senate File as follows:

GENERAL ORDERS CONSENT CALENDAR CALENDAR
H.F. No. SF No. H.F. No. SF. No. H.F. No. S.F. No.
1242 1146

Pursuant to Rule 45, the Committee on Rules and Administration recommends that H.F. No.
1242 be amended as follows:

Delete all the language after the enacting clause of H.F. No. 1242, the second engrossment; and
insert the language after the enacting clause of S.F. No. 1146, the first engrossment; further, delete
the title of H.F. No. 1242, the second engrossment; and insert the title of S.F. No. 1146, the first
engrossment.

And when so amended H.F. No. 1242 will beidentical to S.F. No. 1146, and further recommends
that H.F. No. 1242 be given its second reading and substituted for S.F. No. 1146, and that the Senate
File be indefinitely postponed.

Pursuant to Rule 45, this report was prepared and submitted by the Secretary of the Senate on
behalf of the Committee on Rules and Administration. Amendments adopted. Report adopted.

Senator Pogemiller, from the Committee on Rules and Administration, to which was
referred
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H.F. No. 1301 for comparison with companion Senate File, reports the following House File
was found not identical with companion Senate File as follows:

GENERAL ORDERS CONSENT CALENDAR CALENDAR
H.F. No. S.F. No. H.F. No. S.F. No. H.F. No. S.F. No.
1301 993

Pursuant to Rule 45, the Committee on Rules and Administration recommends that H.F. No.
1301 be amended as follows:

Delete all the language after the enacting clause of H.F. No. 1301, the second engrossment; and
insert the language after the enacting clause of S.F. No. 993, the second engrossment; further, delete
the title of H.F. No. 1301, the second engrossment; and insert the title of S.F. No. 993, the second
engrossment.

And when so amended H.F. No. 1301 will beidentical to S.F. No. 993, and further recommends
that H.F. No. 1301 be given its second reading and substituted for S.F. No. 993, and that the Senate
File be indefinitely postponed.

Pursuant to Rule 45, this report was prepared and submitted by the Secretary of the Senate on
behalf of the Committee on Rules and Administration. Amendments adopted. Report adopted.

Senator Pappas from the Committee on Higher Education, to which was referred the
following appointment:

MINNESOTA OFFICE OF HIGHER EDUCATION
DIRECTOR
David R. Metzen

Reports the same back with the recommendation that the appointment be confirmed.

Senator Pogemiller moved that the foregoing committee report be laid on the table. The motion
prevailed.

Senator Pappas from the Committee on Higher Education, to which were referred the
following appointments:

BOARD OF TRUSTEES OF THE MINNESOTA STATE COLLEGES AND UNIVERSITIES
Cheryl Dickson
Jacob Englund
Clarence Hightower
Allyson Lueneburg
Louise Sundin
Terri Thomas

Reports the same back with the recommendation that the appointments be confirmed.

Senator Pogemiller moved that the foregoing committee report be laid on the table. The motion
prevailed.
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Senator Pappas from the Committee on Higher Education, to which were referred the
following appointments:

MINNESOTA HIGHER EDUCATION FACILITIESAUTHORITY
Mary lves
Raymond VinZant

Reports the same back with the recommendation that the appointments be confirmed.

Senator Pogemiller moved that the foregoing committee report be laid on the table. The motion
prevailed.

Senator Pappas from the Committee on Higher Education, to which was referred the

following appointment:

MINNESOTA HIGHER EDUCATION FACILITIESAUTHORITY
Gary Benson

Reports the same back with the recommendation that the appointment be confirmed.

Senator Pogemiller moved that the foregoing committee report be laid on the table. The motion
prevailed.

SECOND READING OF SENATE BILLS
S.F. No. 1276 was read the second time.
SECOND READING OF HOUSE BILLS
H.F. Nos. 1242 and 1301 were read the second time.
INTRODUCTION AND FIRST READING OF SENATE BILLS
The following bills were read the first time.

Senators Sieben and M etzen introduced—

S.F. No. 2105: A hill for an act relating to state government; designating booya as the officia
soup of the state of Minnesota; proposing coding for new law in Minnesota Statutes, chapter 1.

Referred to the Committee on State and Local Government Operations and Oversight.

Senators Anderson, Rummel, Frederickson, Torres Ray and Saxhaug introduced—

S.F.No. 2106: A bill for an act relating to state government; appropriating money from dedicated
funds for natural resource purposes.

Referred to the Committee on Finance.
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MOTIONS AND RESOLUTIONS

Senator Limmer moved that his name be stricken as a co-author to S.F. No. 1708. The motion
prevailed.

Remaining on the Order of Business of Motions and Resolutions, Senator Pogemiller moved
that the Senate take up the Calendar. The motion prevailed.

CALENDAR

S.F. No. 1288: A bill for an act relating to commerce; regulating various filings, forms, records,
submissions, motions, and orders relating to duties and responsibilities of the secretary of state;
amending Minnesota Statutes 2008, sections 5.15; 5.23, subdivisions 1, 4; 5.26, subdivision 1;
270C.63, subdivision 4; 272.488, subdivision 2; 302A.115, subdivision 1; 302A.151; 303.06;
303.11; 308A.121, subdivision 1; 308B.211, subdivision 1; 308B.215; 317A.115, subdivision 2;
321.0108; 321.0809; 321.0902; 321.0906; 321.0909; 322B.12, subdivision 1; 322B.91, subdivision
1; 322B.92; 336.9-519; 336.9-521; 336.9-525; 336A.03, subdivision 3; 336A.09, subdivision 1;
545.05, subdivisions 1, 2, 4, 7, 10, 11, 13; proposing coding for new law in Minnesota Statutes,
chapter 5; repealing Minnesota Statutes 2008, sections 5.03; 308B.121, subdivision 3; Minnesota
Rules, part 8280.0470.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
Theroll was called, and there were yeas 60 and nays O, as follows:

Those who voted in the affirmative were:

Berglin Fobbe Kubly Olson, G. Scheid
Betzold Foley Langseth Olson, M. Senjem
Carlson Frederickson Latz Ortman Sheran
Chaudhary Gerlach Limmer Pariseau Sieben
Clark Hann Lourey Pogemiller Skogen
Dahle Higgins Lynch Prettner Solon Sparks
Day Ingebrigtsen Marty Rest Stumpf
Dibble Johnson Metzen Robling Tomassoni
Dille Jungbauer Michel Rosen Torres Ray
Dall Kelash Moua Rummel Vandeveer
Erickson Ropes Koch Murphy Saltzman Vickerman
Fischbach Koering Olseen Saxhaug Wiger

So the bill passed and its title was agreed to.

S.F. No. 1849: A bill for an act relating to commerce; regulating consumer small loan lenders
and residential mortgage originators and servicers; providing for the calculation of reserves and
nonforfeiture values of preneed funeral insurance contracts; revising annual audit requirements
for insurers; regulating life and health guaranty association notices; regulating the powers of, and
surplus requests for, township mutuals; imposing penalties; amending Minnesota Statutes 2008,
sections 47.58, subdivision 1; 47.60, subdivisions 1, 3, 6; 58.05, subdivision 3; 58.06, subdivision
2; 58.126; 58.13, subdivision 1; 60A.124; 60B.03, subdivision 15; 60L .02, subdivision 3; 61B.28,
subdivisions 7, 8; 67A.01; 67A.06; 67A.07; 67A.14, subdivisions 1, 7; 67A.18, subdivision 1,
proposing coding for new law in Minnesota Statutes, chapters 60A; 61A; 67A; repealing Minnesota
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Statutes 2008, sections 60A.129; 67A.14, subdivision 5; 67A.17; 67A.19; Minnesota Rules, parts
2675.2180; 2675.7100; 2675.7110; 2675.7120; 2675.7130; 2675.7140.

Was read the third time and placed on its final passage.
The question was taken on the passage of the hill.

Theroll was called, and there were yeas 60 and nays 1, as follows:

Those who voted in the affirmative were:

Berglin
Betzold
Carlson
Chaudhary
Clark
Dahle

Day

Dibble

Dille

Dall

Erickson Ropes
Fischbach

Fobbe
Foley
Frederickson
Gerlach
Hann
Higgins
Ingebrigtsen
Johnson
Jungbauer
Kelash
Koch
Koering

Kubly
Langseth
Latz
Limmer
Lourey
Lynch
Marty
Metzen
Michel
Moua
Murphy

Olseen

Those who voted in the negative were:

Vandeveer

So the hill passed and its title was agreed to.

Olson, G.
Olson, M.
Ortman
Pariseau
Pogemiller
Prettner Solon
Rest
Robling
Rosen
Rummel
Saltzman
Saxhaug

Scheid
Senjem
Sheran
Sieben
Skoe
Skogen
Sparks
Stumpf
Tomassoni
Torres Ray
Vickerman
Wiger

H.F. No. 936: A bill for an act relating to human services; specifying criteria for communities
for a lifetime; requiring the Minnesota Board on Aging to study and report on communities for a
lifetime; amending Minnesota Statutes 2008, section 256.975, by adding a subdivision.

Was read the third time and placed on its final passage.
The question was taken on the passage of the hill.

Theroll was called, and there were yeas 59 and nays 2, as follows:

Those who voted in the affirmative were:

Berglin
Betzold
Carlson
Chaudhary
Clark
Cohen
Dahle

D

D?gble

Dille

Doll

Erickson Ropes

Fischbach
Fobbe
Foley
Frederickson
Hann
Higgins
Ingebrigtsen
Johnson
Jungbauer
Kelash
Koch
Koering

Kubly
Langseth
Latz
Limmer
Lourey
Lynch
Marty
Metzen
Michel
Moua
Murphy
Olseen

Those who voted in the negative were:

Gerlach

So the bill passed and its title was agreed to.

Vandeveer

Olson, G.
Olson, M.
Ortman
Pariseau
Pogemiller
Rest
Robling
Rosen
Rummel
Saltzman
Saxhaug
Scheid

Senjem
Sheran
Sieben
Skoe
Skogen
Sparks
Stumpf
Tomassoni
Torres Ray
Vickerman
Wiger

SF. No. 1711: A hill for an act relating to commerce; regulating motor vehicle sales and
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distribution; amending Minnesota Statutes 2008, sections 80E.03, by adding a subdivision; 80E.09,
subdivisions 1, 3; 80E.12; 80E.135; 80E.14, by adding a subdivision.

Was read the third time and placed on its final passage.
The question was taken on the passage of the hill.
The roll was called, and there were yeas 59 and nays 3, as follows:

Those who voted in the affirmative were:

Berglin Fischbach Kubly Olson, M. Senjem
Betzold Fobbe Langseth Ortman Sheran
Carlson Foley Latz Pariseau Sieben
Chaudhary Frederickson Lourey Pogemiller Skoe
Clark Gerlach Lynch Prettner Solon Skogen
Cohen Hann Marty Rest Sparks
Dahle Higgins Metzen Robling Stumpf
Day Ingebrigtsen Michel Rosen Tomassoni
Dibble Johnson Moua Rummel Torres Ray
Dille Jungbauer Murphy Saltzman Vickerman
Dall Kelash Olseen Saxhaug Wiger
Erickson Ropes Koch Olson, G. Scheid

Those who voted in the negative were:

Koering Limmer Vandeveer

So the hill passed and its title was agreed to.

S.F. No. 694: A bill for an act relating to human services; modifying prenatal acohol or drug
use prevention appropriation; amending Laws 2007, chapter 147, article 19, section 3, subdivision
4, as amended.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
Theroll was called, and there were yeas 61 and nays 0, as follows:

Those who voted in the affirmative were:

Berglin Fobbe Langseth Ortman Skoe
Betzold Foley Latz Pariseau Skogen
Carlson Frederickson Limmer Pogemiller Sparks
Chaudhary Gerlach Lourey Rest Stumpf
Clark Hann Lynch Robling Tomassoni
Cohen Higgins Marty Rosen Torres Ray
Dahle Ingebrigtsen Metzen Rummel Vandeveer
Day Johnson Michel Saltzman Vickerman
Dibble Jungbauer Moua Saxhaug Wiger
Dille Kelash Murphy Scheid

Dall Koch Olseen Senjem

Erickson Ropes Koering Olson, G. Sheran

Fischbach Kubly Olson, M. Sieben

So the hill passed and its title was agreed to.

H.F. No. 819: A bill for an act relating to commerce; prohibiting certain unfair Internet ticket
sales by original sellers and resellers; proposing coding for new law in Minnesota Statutes, chapter
609.
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Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
Theroll was called, and there were yeas 60 and nays 1, as follows:

Those who voted in the affirmative were:

Berglin Fischbach Kubly Olson, G. Scheid
Betzold Fobbe Langseth Olson, M. Senjem
Carlson Foley Latz Ortman Sheran
Chaudhary Frederickson Limmer Pariseau Sieben
Clark Hann Lourey Pogemiller Skoe
Cohen Higgins Lynch Prettner Solon Skogen
Dahle Ingebrigtsen Marty Rest Sparks
Day Johnson Metzen Robling Stumpf
Dibble Jungbauer Michel Rosen Tomassoni
Dille Kelash Moua Rummel Torres Ray
Doll Koch Murphy Saltzman Vickerman
Erickson Ropes Koering Olseen Saxhaug Wiger

Those who voted in the negative were:
Vandeveer
So the bill passed and its title was agreed to.

S.F. No. 1539: A hill for an act relating to insurance; regulating viatical settlements; enacting
and modifying the Viatical Settlements Model Act of the National Association of Insurance
Commissions; providing criminal penalties; amending Minnesota Statutes 2008, sections 13.716,
subdivision 7; 60A.964, subdivision 1; proposing coding for new law in Minnesota Statutes,
chapter 60A; repealing Minnesota Statutes 2008, sections 60A.961; 60A.962; 60A.963; 60A.965;
60A.966; 60A.967; 60A.968; 60A.969; 60A.970; 60A.971; 60A.972; 60A.973; 60A.974.

Was read the third time and placed on its final passage.
The question was taken on the passage of the bill.
Theroll was called, and there were yeas 62 and nays 0, as follows:

Those who voted in the affirmative were:

Berglin Fobbe Langseth Ortman Sieben
Betzold Foley Latz Pariseau Skoe
Carlson Frederickson Limmer Pogemiller Skogen
Chaudhary Gerlach Lourey Prettner Solon Sparks
Clark Hann Lynch Rest Stumpf
Cohen Higgins Marty Robling Tomassoni
Dahle Ingebrigtsen Metzen Rosen Torres Ray
Day Johnson Michel Rummel Vandeveer
Dibble Jungbauer Moua Saltzman Vickerman
Dille Kelash Murphy Saxhaug Wiger
Dall Koch Olseen Scheid

Erickson Ropes Koering Olson, G. Senjem

Fischbach Kubly Olson, M. Sheran

So the bill passed and its title was agreed to.
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MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and Resolutions, the Senate
reverted to the Order of Business of Messages From the House.

MESSAGES FROM THE HOUSE

Mr. President:

I have the honor to announce the passage by the House of the following Senate File, AS
AMENDED by the House, in which amendments the concurrence of the Senate is respectfully
reguested:

S.F. No. 1454: A bill for an act relating to unemployment insurance; providing for a shared
work plan; proposing coding for new law in Minnesota Statutes, chapter 268; repealing Minnesota
Statutes 2008, section 268.135.

Senate File No. 1454 is herewith returned to the Senate.

Albin A. Mathiowetz, Chief Clerk, House of Representatives
Returned April 21, 2009

CONCURRENCE AND REPASSAGE
Senator Saltzman moved that the Senate concur in the amendments by the House to S.F. No.
1454 and that the bill be placed on its repassage as amended. The motion prevailed.
S.F. No. 1454 was read the third time, as amended by the House, and placed on its repassage.
The question was taken on the repassage of the bill, as amended.

Theroll was called, and there were yeas 62 and nays 0, as follows:

Those who voted in the affirmative were:

Berglin Fobbe Langseth Ortman Sieben
Betzold Foley Latz Pariseau Skoe
Carlson Frederickson Limmer Pogemiller Skogen
Chaudhary Gerlach Lourey Prettner Solon Sparks
Clark Hann Lynch Rest Stumpf
Cohen Higgins Marty Robling Tomassoni
Dahle I n%ebri gtsen Metzen Rosen Torres Ray
Day Johnson Michel Rummel Vandeveer
Dibble Jungbauer Moua Saltzman Vickerman
Dille Kelash Murphy Saxhaug Wiger
Doll Koch Olseen Scheid

Erickson Ropes Koering Olson, G. Senjem

Fischbach Kubly Olson, M. Sheran

So the hill, as amended, was repassed and its title was agreed to.
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MOTIONS AND RESOLUTIONS - CONTINUED

Remaining on the Order of Business of Motions and Resolutions, Senator Pogemiller moved
that the Senate take up the General Orders Calendar. The motion prevailed.

GENERAL ORDERS

The Senate resolved itself into a Committee of the Whole, with Senator Metzen in the chair.

After some time spent therein, the committee arose, and Senator Metzen reported that the
committee had considered the following:

S.F. Nos. 457, 926, 1172, 1754, 1566, 501, 806, 640, 1147, 1884, 1189, 1569, 1464, 1503 and
H.F. Nos. 878, 486 and 334, which the committee recommends to pass.

S.F. No. 477, which the committee recommends to pass with the following amendment offered
by Senator Doll:

Page 3, line 23, delete "2011" and insert "2012"
The motion prevailed. So the amendment was adopted.

S.F. No. 1323, which the committee recommends to pass with the following amendment offered
by Senator Sheran:

Page 1, line 17, after the period, insert "A purchaser may decline to accept the sharps disposal
container.”

The motion prevailed. So the amendment was adopted.
On motion of Senator Pogemiller, the report of the Committee of the Whole, as kept by the
Secretary, was adopted.
MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and Resolutions, the Senate
reverted to the Orders of Business of Reports of Committees and Second Reading of Senate Bills.

REPORTS OF COMMITTEES

Senator Pogemiller moved that the Committee Report at the Desk be now adopted. The motion
prevailed.

Senator Bakk from the Committee on Taxes, to which was referred

S.F. No. 2074: A hill for an act relating to taxation; income and corporate franchise; providing
afederal update; amending Minnesota Statutes 2008, sections 289A.02, subdivision 7, as amended;
290.01, subdivisions 19, as amended, 193, as amended, 19b, 19c, as amended, 19d, as amended, 31,
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as amended; 290.06, subdivision 2c; 290.067, subdivision 2a, as amended; 290.091, subdivision 2;
290.095, subdivision 11; 290.9727, by adding a subdivision; 290A.03, subdivisions 3, as amended,
15, as amended; 291.005, subdivision 1, as amended.

Reports the same back with the recommendation that the bill be amended as follows:
Delete everything after the enacting clause and insert:
"ARTICLE 1

INDIVIDUAL INCOME, CORPORATE FRANCHISE, AND INSURANCE PREMIUM
TAXES

Section 1. [116J.665] MINNESOTA BUSINESSINVESTMENT COMPANY CREDIT.

Subdivision 1. Definitions. (a) For purposes of this section, the following terms have the
meanings given.

(b) "Affiliate" means:

(1) any person who, directly or indirectly, beneficially owns, controls, or holds power to vote
15 percent or more of the outstanding voting securities or other voting ownership interest of a
Minnesota business investment company or insurance company; and

(2) any person, 15 percent or more of whose outstanding voting securities or other voting
ownership interests are directly or indirectly beneficially owned, controlled, or held with power to
vote by a Minnesota business investment company or insurance company.

Notwithstanding this subdivision, an investment by a participating investor in a Minnesota
business investment company pursuant to an allocation of premium tax credits under this section
does not cause that Minnesota business investment company to become an dffiliate of that
participating investor.

(c) "Allocation date" means the date on which credits under section 2971.23 are alocated to the
participating investors of a Minnesota business investment company under this section.

(d) "Commissioner" means the commissioner of employment and economic devel opment.

(e) "Department” means the Department of Employment and Economic Devel opment.

(f) "Designated capital" means an amount of money that:

(1) isinvested by a participating investor in a Minnesota business investment company; and

(2) fully funds the purchase price of either or both participating investor's equity interest in
a Minnesota business investment company or a qualified debt instrument issued by a Minnesota
business investment company.

(9) "Minnesotabusinessinvestment company" meansapartnership, corporation, trust, or limited
liability company, organized on a for-profit basis, that:

(1) hasits principal office located or is headquartered in Minnesota;

(2) has asiits primary business activity the investment of cash in qualified businesses; and
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(3) is certified by the Department of Employment and Economic Development as meeting the
criteria in this section.

(h) "Participating investor" means any insurer as defined in section 60A.02, subdivision 4, that
contributes designated capital pursuant to this section.

(i) "Person" means any natural person or entity, including, but not limited to, a corporation,
general or limited partnership, trust, or limited liability company.

(j) "Qualified business' means a business that is independently owned and operated and meets
al of the following requirements:

(2) it is headquartered in Minnesota, its principal business operations are located in this state,
and at least 80 percent of its employees are located in Minnesota;

(2) it hasnot morethan 100 empl oyees at thetime of thefirst qualified investment in the business;

(3) it is not predominantly engaged in:

(i) professional services provided by accountants, doctors, or lawyers;

(i) banking or lending;

(iii) real estate development;

(iv) insurance;

(v) oil and gas exploration;

(vi) gambling activities;

(vii) retail sales; or

(viii) making loansto or investmentsin aMinnesotabusinessinvestment company or an affiliate;
and

(4) itisnot afranchise of and has no financial relationship with aMinnesota business investment
company or any affiliate of aMinnesotabusinessinvestment company prior to a Minnesota business
investment company's first qualified investment in the business.

(k) "Qualified debt instrument” means a debt instrument issued by a Minnesota business
investment company that meets all of the following criteria:

(1) itisissued at par value or a premium;

(2) it hasan original maturity date of at |east four yearsfrom the date of issuance, and arepayment
schedule that is not faster than alevel principal amortization over four years; and

(3) it satisfiestherating criteriato qualify as"NAIC1," as determined by the Securities Valuation
Office of the National Association of Insurance Commissioners.

() "Qualified distribution" means any distribution or payment not made to a participating
investor or affiliate of a participating investor by a Minnesota business investment company in
connection with the following:
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(1) costs and expenses of forming, syndicating, and organizing the Minnesota business
investment company, including fees paid for professional services, and the costs of financing and
insuring the obligations of a Minnesota business investment company;

(2) an annual management fee not to exceed one percent of designated capital on an annua
basis to offset the costs and expenses of managing and operating a Minnesota business investment
company;

(3) reasonable and necessary fees in accordance with industry custom for ongoing professional
services, including, but not limited to, legal and accounting services related to the operation of a
Minnesota business investment company, not including lobbying or governmental relations; and

(4) payments of principal and interest to holders of qualified debt instruments issued by a
Minnesota business investment company may be made without restriction.

(m) "Qualified investment" meanstheinvestment of money by aMinnesota businessinvestment
company in a qualified business for the purchase of any debt, debt participation, equity, or
hybrid security of any nature and description, including a debt instrument or security that has
the characteristics of debt but which provides for conversion into equity or equity participation
instruments such as options or warrants. Any repayment of a qualified investment prior to one
year from the date of issuance shall result in the amount of the qualified investment being reduced
by 50 percent for purposes of the cumulative investment requirement set forth in subdivision 8,

paragraph (C).
(n) "State premium tax liability" means any liability incurred by an insurance company under

the provisions of chapter 2971 or in the case of a repeal or areduction by the state of the liability
imposed by chapter 2971, any other tax liability imposed upon an insurance company by the state.

Subd. 2. Certification. (a) The commissioner must provide a standardized format for applying
for the business investment credit under section 2971.23.

(b) An applicant must:

(2) file an application with the commissioner;

(2) pay a nonrefundable application fee of $7,500 at the time of filing the application;

(3) submit as part of its application an audited bal ance sheet that contains an unqualified opinion
of an independent certified public accountant issued not more than 35 days before the application
date that states that the applicant has an equity capitalization of $500,000 or more in the form of
unencumbered cash, marketable securities, or other liquid assets; and

(4) have at least two principal s or persons, at least one of whichisprimarily located in Minnesota,
employed or engaged to manage the funds who each have a minimum of five years of money
management experience in the venture capital or business industry.

(c) The commissioner may certify partnerships, corporations, trusts, or limited liability
companies, organized on a for-profit basis, which submit an application to be designated as a
Minnesota business investment company if the applicant islocated, headquartered, and licensed or
registered to conduct business in Minnesota, has as its primary business activity the investment of
cash in qualified businesses, and meets the other criteria set forth in this section.
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(d) The commissioner must review the organizational documents of each applicant for
certification and the business history of each applicant, determine whether the applicant has
satisfied the requirements of this section, and determine whether the officers and the board of
directors, general partners, trustees, managers, or members are trustworthy and are thoroughly
acquainted with the requirements of this section.

(e) Within 45 days after the receipt of an application, the commissioner must issue the
certification or refuse the certification and communicate in detail to the applicant the grounds for
refusal, including suggestions for the removal of the grounds.

(f) The commissioner must begin accepting applications to become a Minnesota business
investment company as defined under section 2971.23 by August 1, 20009.

Subd. 3. Requirements. (a) An insurance company or affiliate of an insurance company must
not, directly or indirectly:

(1) beneficially own, whether through rights, options, convertible interest, or otherwise, 15
percent or more of the voting securities or other voting ownership interest of a Minnesota business
investment company;

(2) manage a Minnesota business investment company; or

(3) control the direction of investments for a Minnesota business investment company.

(b) A Minnesota businessinvestment company may obtain one or more guaranties, indemnities,
bonds, insurance policies, or other payment undertakingsfor the benefit of its participating investors
from any entity, except that in no case can more than one participating investor of a Minnesota
businessinvestment company on an aggregate basiswith all affiliates of the participating investor be
entitled to provide guaranties, indemnities, bonds, insurance policies, or other payment undertakings
in favor of the participating investors of a Minnesota businessinvestment company and its affiliates
in this state.

(c) Thissubdivision does not preclude a participating investor, insurance company, or other party
from exercising its legal rights and remedies, including, without limitation, interim management
of a Minnesota business investment company, in the event that a Minnesota business investment
company is in default of its statutory obligations or its contractual obligations to a participating
investor, insurance company, or other party, or from monitoring a Minnesota business investment
company to ensure its compliance with this section or disallowing any investments that have not
been approved by the commissioner.

(d) The commissioner may contract with an independent third party to review, investigate, and
certify that the applications comply with the provisions of this section.

Subd. 4. Aggregate limitations on investment tax credits; allocation. (a) The aggregate
amount of investment tax creditsto be allocated to all participating investors of Minnesota business
investment companies under this section shall not exceed $150,000,000. No Minnesota business
investment company, on an aggregate basis with its affiliates, may file credit allocation claims that
exceed $150,000,000.

(b) Credits must be allocated to participating investors in the order that the credit allocation
claims are filed with the commissioner, provided that all credit alocation claims filed with the
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commissioner on the same day must be treated as having been filed contemporaneously. Any credit
alocation claims filed with the commissioner prior to the initial credit allocation claim filing date
will be deemed to have been filed on theinitial credit allocation claim filing date. The commissioner
will set theinitial credit allocation claim filing date to be not less than 120 days and not greater than
150 days after the commissioner begins accepting applications for certification.

(c) If two or more Minnesotabusinessinvestment companiesfilecredit allocation claimswith the
commissioner on behalf of their respective participating investors on the same day, and the aggregate
amount of credit allocation claims exceeds the aggregate limit of investment tax credits under this
section or the lesser amount of credits that remain unallocated on that day, then the credits shall be
allocated among the participating investors who filed on that day on a pro rata basis with respect
to the amounts claimed. The pro rata allocation for any one participating investor is the product
obtained by multiplying a fraction, the numerator of which is the amount of the credit allocation
claim filed on behalf of a participating investor and the denominator of which is the total of all
credit allocation claims filed on behalf of al participating investors on that day, by the aggregate
limit of credits under this section or the lesser amount of credits that remain unallocated on that day.

(d) Within ten business days after the commissioner receives a credit alocation claim filed by a
Minnesota business investment company on behalf of one or more of its participating investors, the
commissioner must notify the Minnesota business investment company of the amount of credits
alocated to each of the participating investors of that Minnesota business investment company. In
the event a Minnesota business investment company does not receive an investment of designated
capital from each participating investor required to earn the amount of credits alocated to the
participating investor within ten business days of the Minnesota business investment company's
receipt of notice of allocation, then it shall notify the commissioner on or before the next business
day, and the credits allocated to the participating investor of the Minnesota business investment
company will be forfeited. The commissioner must then reallocate those forfeited credits among
the participating investors of the other Minnesota business investment companies on a pro rata
basis with respect to the credit allocation claims filed on behalf of the participating investors. The
commissioner may levy a fine of not more than $50,000 on any participating investor that does
not invest the full amount of designated capital required to fund the credits allocated to it by the
commissioner in accordance with the credit allocation claim filed on its behalf.

(e) No participating investor, on an aggregate basis with its affiliates, may file an allocation
clam for more than 25 percent of the maximum amount of investment tax credits authorized
hereunder, regardless of whether the claim is made in connection with one or more Minnesota
business investment companies.

Subd. 5. Requirements for continuance of certification. (a) To maintain its certification, a
Minnesota business investment company must make qualified investments as follows:

(2) within two years after the allocation date, a Minnesota business investment company must
invest an amount equal to at least 35 percent of its designated capital in qualified investments; and

(2) within three years after the alocation date, a Minnesota business investment company must
invest an amount equal to at least 50 percent of its designated capital in qualified investments.

(b) Prior to making a proposed qualified investment in a specific business, a Minnesota business
investment company must request from the commissioner awritten determination that the proposed
investment will qualify as a qualified investment in a qualified business. The commissioner must




38TH DAY] WEDNESDAY, APRIL 22, 2009 2473

notify a Minnesota business investment company within ten business days from the receipt of
a request of its determination and an explanation thereof. If the commissioner fails to notify
the Minnesota business investment company of its determination within the ten-day period, the
proposed investment must be deemed to be a qualified investment in a qualified business.

(c) All designated capital not invested in qualified investments by a Minnesota business
investment company shall be held or invested in the manner the Minnesota business investment
company deems appropriate. Designated capital and proceeds of designated capital returned to a
Minnesota business investment company after being originally invested in qualified investments
may be invested again in quaified investments and the investment shall count toward the
reguirements of paragraph (@) of this subdivision with respect to making investments of designated
capital in qualified investments.

(d) If, within four years after its allocation date, a Minnesota business investment company
has not invested at least 80 percent of its designated capital in qualified investments, neither the
Minnesota business investment company nor its affiliates shall be permitted to receive management
fees.

(e) If, within six years after its all ocation date, aMinnesota businessinvestment company has not
invested at least 100 percent of itsdesignated capital in qualified investments, neither the Minnesota
business investment company nor its affiliates shall be permitted to receive management fees.

(f) A Minnesota business investment company may not invest more than 15 percent of its
designated capital in any one qualified business without the specific approval of the commissioner.

(g) For purposes of calculating the investment percentage thresholds of paragraph (a), the
cumulative amount of all qualified investments made by a Minnesota business investment company
from the allocation date must be considered.

Subd. 6. Minnesota business investment company reporting requirements. (a) Each
Minnesota business investment company must report the following to the commissioner:

(1) as soon as practicable after the receipt of designated capital:

(i) the name of each participating investor from which the designated capital was received,
including the participating investor's insurance tax identification number;

(i) the amount of each participating investor's investment of designated capital; and

(iii) the date on which the designated capital was received;

(2) on an annual basis, on or before January 31 of each year:

(i) theamount of the Minnesotabusi nessinvestment company's remaining uninvested designated
capital at the end of the immediately preceding taxable year;

(ii) whether or not the Minnesota business investment company has invested more than 15
percent of its total designated capital in any one business;

(iii) al qualified investments that the Minnesota business investment company has made in the
previous taxable year, including the number of employees of each qualified businessin which it has
made investments at the time of theinvestment, and as of December 1 of the preceding taxable year;
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and

(iv) for any qualified business where the Minnesota businessinvestment company no longer has
an investment, the Minnesota business investment company must provide employment figures for
that company as of the last day before the investment was terminated;

(3) other information that the commissioner may reasonably request that will help the
commissioner ascertain the impact of the Minnesota business investment company program both
directly and indirectly on the economy of the state of Minnesota including, but not limited to, the
number of jobs created by qualified businesses that have received qualified investments;

(4) within 90 days of the close of its fiscal year, annual audited financial statements of the
Minnesotabusi nessinvestment company, which must include the opinion of anindependent certified
public accountant; and

(5) an "agreed upon procedures report” or equivalent regarding the operations of the Minnesota
business investment company.

(b) A Minnesota business investment company must pay to the commissioner an annual,
nonrefundable certification fee of $5,000 on or before April 1, or $10,000 if later. No annual
certification fee is required if the payment date for the fee is within six months of the date a
Minnesota business investment company is first certified by the commissioner.

(c) Upon satisfying the requirements of subdivision 5, paragraph (a), clause (2), a Minnesota
business investment company shall provide the notice to the commissioner and the commissioner
shall, within 60 days of receipt of the notice, either confirm that the Minnesota business investment
company has satisfied the requirements of subdivision 5, paragraph (@), clause (2), as of that
date or provide notice of honcompliance and an explanation of any existing deficiencies. If the
commissioner does not provide the notice within 60 days, the Minnesota business investment
company shall be deemed to have met the requirements of subdivision 5, paragraph (a), clause (2).

Subd. 7. Distributions. A Minnesota business investment company may make qualified
distributions at any time. In order for a Minnesota business investment company to make a
distribution other than a qualified distribution to its equity holders, the cumulative amount of al
qualified investments of the Minnesota business investment company must equal or exceed 100
percent of its designated capital.

Subd. 8. Decertification. (a) The commissioner shall conduct an annual review of each
Minnesota business investment company to determine if a Minnesota businessinvestment company
is abiding by the requirements of certification and to ensure that no investment has been made in
violation of this section. The cost of the annual review must be paid by each Minnesota business
investment company according to a reasonable fee schedul e adopted by the commissioner.

(b) Any material violation of this section, including any material misrepresentation made to the
commissioner in connection with the application process, may be grounds for decertification of a
Minnesota business investment company and the disallowance of credits under section 2971.23,
provided that in all instances the commissioner shall provide notice to the Minnesota business
investment company of the grounds of the proposed decertification and the opportunity to remedy
the violation before the decertification becomes effective.

(c) After a Minnesota business investment company has invested an amount cumulatively
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equal to 100 percent of its designated capital in qualified investments, provided that the Minnesota
business investment company has met all other requirements under this section as of that date,
the Minnesota business investment company shall no longer be subject to regulation by the
commissioner or the reporting requirements under subdivision 6. Upon receiving certification by
a Minnesota business investment company that it has invested an amount equal to 100 percent of
its designated capital, the commissioner must notify a Minnesota business investment company
within 60 days that it has or has not met the requirements, with a reason for the determination if
it has not. If the commissioner does not provide notification of deregulation within 60 days, the
Minnesota business investment company shall be deemed to have met the requirements and shall
be deemed to no longer be subject to regulation by the commissioner.

(d) The commissioner must send written notice of any decertification proceedings to the
commissioner of revenue and to the address of each participating investor whose tax credit may
be subject to recapture or forfeiture, using the address shown on the last filing submitted to the
commissioner.

Subd. 9. Registration requirements. All investments by participating investors for which tax
credits are awarded under this section must be registered or specifically exempt from registration.

Subd. 10. Reportsto gover nor and legislature. The commissioner must make an annual report
to the governor and the chairs and ranking minority members of the legidative committees having
jurisdiction over taxes and economic development. The report must include:

(1) the number of Minnesota business investment companies holding designated capital;

(2) the amount of designated capital invested in each Minnesota business investment company;

(3) the cumulative amount that each Minnesota business investment company has invested as of
January 1, 2010, and the cumulative total each year thereafter;

(4) the cumulative amount of follow-on capital that the investments of each Minnesota business
investment company have created in terms of capital invested in qualified businesses at the same
time or subsequent to investments made by a Minnesota business investment company in the
businesses by sources other than Minnesota business investment companies;

(5) the total amount of investment tax credits applied under this section for each year;

(6) the performance of each Minnesota business investment company with regard to the
reguirements for continued certification;

(7) the classification of the companies in which each Minnesota business investment company
has invested according to industrial sector and size of company;

(8) the gross number of jobs created by investments made by each Minnesota business
investment company and the number of jobs retained;

(9) the location of the companies in which each Minnesota business investment company has
invested;

(10) those Minnesota business investment companies that have been decertified, including the
reasons for decertification; and
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(11) other related information necessary to evaluate the effect of this section on economic
development.

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

Sec. 2. Minnesota Statutes 2008, section 290.01, subdivision 19a, as amended by Laws 2009,
chapter 12, article 1, section 3, is amended to read:

Subd. 19a. Additionsto federal taxableincome. For individuals, estates, and trusts, there shall
be added to federa taxable income;

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

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

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

(2) the amount of income or sales and use taxes paid or accrued within the taxable year under
this chapter and the amount of taxes based on net income paid or sales and use taxes paid to any
other state or to any province or territory of Canada, to the extent allowed as a deduction under
section 63(d) of the Internal Revenue Code, but the addition may not be more than the amount by
which theitemized deductions as allowed under section 63(d) of the Internal Revenue Code exceeds
the amount of the standard deduction as defined in section 63(c) of the Internal Revenue Code,
disregarding the amount allowed under section 63(c)(1)(C) of the Internal Revenue Code. For the
purpose of this paragraph, the disallowance of itemized deductions under section 68 of the Internal
Revenue Code of 1986, income or sales and use tax is the last itemized deduction disallowed,;

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

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

(5) the amount of expense, interest, or taxes disallowed pursuant to section 290.10 other than
expenses or interest used in computing net interest income for the subtraction allowed under
subdivision 19b, clause (1);
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(6) the amount of a partner's pro rata share of net income which does not flow through to the
partner because the partnership elected to pay the tax on the income under section 6242(a)(2) of the
Internal Revenue Code;

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

(8) 80 percent of the amount by which the deduction alowed by section 179 of the Interna
Revenue Code exceeds the deduction allowable by section 179 of the Internal Revenue Code of
1986, as amended through December 31, 2003;

(9) to the extent deducted in computing federal taxable income, the amount of the deduction
allowable under section 199 of the Internal Revenue Code;

(20) theexclusion allowed under section 139A of the Internal Revenue Codefor federal subsidies
for prescription drug plans,

(12) the amount of expenses disallowed under section 290.10, subdivision 2;

(12) the amount deducted for qualified tuition and related expenses under section 222 of the
Internal Revenue Code, to the extent deducted from gross income;

(13) the amount deducted for certain expenses of elementary and secondary school teachers
under section 62(a)(2)(D) of the Internal Revenue Code, to the extent deducted from gross income;

(14) the additional standard deduction for property taxes payable that is allowable under section
63(c)(1)(C) of the Internal Revenue Code; and

(15) to the extent deducted in computing federal taxable income, the amount of the deduction
allowed under section 163(h)(3)(A)(i) of the Internal Revenue Codefor aqualified residence defined
in section 163(h)(4)(A)(i)(11) of the Internal Revenue Code.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 3. Minnesota Statutes 2008, section 290.01, subdivision 19b, is amended to read:

Subd. 19b. Subtractionsfrom feder al taxableincome. For individuals, estates, and trusts, there
shall be subtracted from federal taxable income:

(1) net interest income on obligations of any authority, commission, or instrumentality of the
United Statesto the extent includablein taxable income for federal income tax purposes but exempt
from state income tax under the laws of the United States;

(2) if included in federal taxable income, the amount of any overpayment of income tax to
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Minnesota or to any other state, for any previous taxable year, whether the amount is received as a
refund or as a credit to another taxable year's income tax liability;

(3) the amount paid to others, less the amount used to claim the credit allowed under section
290.0674, not to exceed $1,625 for each qualifying child in grades kindergarten to 6 and $2,500 for
each qualifying child in grades 7 to 12, for tuition, textbooks, and transportation of each qualifying
child in attending an elementary or secondary school situated in Minnesota, North Dakota,
South Dakota, lowa, or Wisconsin, wherein a resident of this state may legally fulfill the state's
compulsory attendance laws, which is not operated for profit, and which adheres to the provisions
of the Civil Rights Act of 1964 and chapter 363A. For the purposes of this clause, "tuition”
includes fees or tuition as defined in section 290.0674, subdivision 1, clause (1). As used in this
clause, "textbooks" includes books and other instructional materials and equipment purchased or
leased for use in elementary and secondary schools in teaching only those subjects legally and
commonly taught in public elementary and secondary schools in this state. Equipment expenses
qualifying for deduction includes expenses as defined and limited in section 290.0674, subdivision
1, clause (3). "Textbooks' does not include instructional books and materials used in the teaching
of religious tenets, doctrines, or worship, the purpose of which isto instill such tenets, doctrines, or
worship, nor does it include books or materials for, or transportation to, extracurricular activities
including sporting events, musical or dramatic events, speech activities, driver's education, or
similar programs. For purposes of the subtraction provided by this clause, "qualifying child" has
the meaning given in section 32(c)(3) of the Internal Revenue Code;

(4) income as provided under section 290.0802;

(5) to the extent included in federal adjusted gross income, income realized on disposition of
property exempt from tax under section 290.491;

(6) to the extent not deducted or not deductible pursuant to section 408(d)(8)(E) of the Internal
Revenue Code in determining federal taxable income by an individual who does not itemize
deductions for federal income tax purposes for the taxable year, an amount equal to 50 percent
of the excess of charitable contributions over $500 allowable as a deduction for the taxable year
under section 170(a) of the Internal Revenue Code and under the provisions of Public Law 109-1;

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

(8) for individuals who are allowed a federal foreign tax credit for taxes that do not qualify
for a credit under section 290.06, subdivision 22, an amount equal to the carryover of subnational
foreign taxes for the taxable year, but not to exceed the total subnational foreign taxes reported
in claiming the foreign tax credit. For purposes of this clause, "federal foreign tax credit" means
the credit allowed under section 27 of the Internal Revenue Code, and "carryover of subnational
foreign taxes' equals the carryover allowed under section 904(c) of the Internal Revenue Code
minus national level foreign taxes to the extent they exceed the federal foreign tax credit;

(9) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19a, clause (7), or 19c, clause (15), in the case of a shareholder of
a corporation that is an S corporation, an amount equal to one-fifth of the delayed depreciation.
For purposes of this clause, "delayed depreciation” means the amount of the addition made by
the taxpayer under subdivision 19a, clause (7), or subdivision 19c, clause (15), in the case of a
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shareholder of an S corporation, minus the positive value of any net operating loss under section
172 of the Internal Revenue Code generated for the tax year of the addition. The resulting delayed
depreciation cannot be less than zero;

(20) job opportunity building zone income as provided under section 469.316;

(12) to the extent included in federal taxable income, the amount of compensation paid to
members of the Minnesota National Guard or other reserve components of the United States
military for active service performed in Minnesota, excluding compensation for services performed
under the Active Guard Reserve (AGR) program. For purposes of this clause, "active service"
means (i) state active service as defined in section 190.05, subdivision 5a, clause (1); (ii) federally
funded state active service asdefined in section 190.05, subdivision 5b; or (iii) federal active service
as defined in section 190.05, subdivision 5¢, but "active service" excludes service performed in
accordance with section 190.08, subdivision 3;

(12) to the extent included in federal taxable income, the amount of compensation paid to
Minnesota residents who are members of the armed forces of the United States or United Nations
for active duty performed outside Minnesota under United States Code, title 10, section 101(d);
United States Code, title 32, section 101(12); or the authority of the United Nations;

(13) an amount, not to exceed $10,000, equal to qualified expensesrelated to aqualified donor's
donation, while living, of one or more of the qualified donor's organs to another person for human
organ transplantation. For purposes of this clause, "organ” meansall or part of an individual'sliver,
pancreas, kidney, intestine, lung, or bone marrow; "human organ transplantation” meansthe medical
procedure by which transfer of a human organ is made from the body of one person to the body
of another person; "qualified expenses’ means unreimbursed expenses for both the individual and
the qualified donor for (i) travel, (ii) lodging, and (iii) lost wages net of sick pay, except that such
expenses may be subtracted under this clause only once; and "qualified donor" meanstheindividual
or theindividual's dependent, as defined in section 152 of the Internal Revenue Code. An individual
may claim the subtraction in this clause for each instance of organ donation for transplantation
during the taxable year in which the qualified expenses occur;

(14) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19a, clause (8), or 19c, clause (16), in the case of a shareholder of
a corporation that is an S corporation, an amount equal to one-fifth of the addition made by the
taxpayer under subdivision 19a, clause (8), or 19c, clause (16), in the case of a shareholder of a
corporation that isan S corporation, minusthe positive value of any net operating loss under section
172 of the Internal Revenue Code generated for the tax year of the addition. If the net operating loss
exceeds the addition for the tax year, a subtraction is not allowed under this clause;

(15) to the extent included in federal taxable income, compensation paid to a service member
as defined in United States Code, title 10, section 101(a)(5), for military service as defined in the
Servicemembers Civil Relief Act, Public Law 108-189, section 101(2);

(16) international economic development zone income as provided under section 469.325; ane

(17) to the extent included in federal taxable income, the amount of national service educational
awards received from the National Service Trust under United States Code, title 42, sections 12601
to 12604, for service in an approved Americorps National Service program; and
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(18) to the extent included in federal taxable income for a shareholder of an S corporation, or
a partner of a partnership, an amount equal to ten percent of the taxpayer's total Minnesota net
partnership and S corporation income, less the taxpayer's total net Minnesota passive partnership
and S corporation income pursuant to section 469 of the Internal Revenue Code, but not less than
zero.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008, and ending before January 1, 2012.

Sec. 4. Minnesota Statutes 2008, section 290.014, subdivision 2, is amended to read:

Subd. 2. Nonresident individuals. Except as provided in section 290.015, a nonresident
individual is subject to the return filing requirements and to tax as provided in this chapter to the
extent that the income of the nonresident individual is:

(1) alocable to this state under section 290.17, 290.191, or 290.20;

(2) taxed to the individual under the Internal Revenue Code (or not taxed under the Interna
Revenue Code by reason of its character but of a character which is taxable under this chapter) in
theindividual's capacity asabeneficiary of an estate with income all ocable to this state under section
290.17, 290.191, or 290.20 and the income, taking into account the income character provisions of
section 662(b) of the Internal Revenue Code, would be allocable to this state under section 290.17,
290.191, or 290.20 if realized by the individual directly from the source from which realized by the
estate;

(3) taxed to the individual under the Internal Revenue Code (or not taxed under the Interna
Revenue Code by reason of its character but of a character that is taxable under this chapter) in the
individual's capacity as a beneficiary or grantor or other person treated as a substantial owner of a
trust with income allocable to this state under section 290.17, 290.191, or 290.20 and the income,
taking into account the income character provisions of section 652(b), 662(b), or 664(b) of the
Internal Revenue Code, would be allocable to this state under section 290.17, 290.191, or 290.20 if
realized by the individual directly from the source from which realized by the trust;

(4) taxed to the individual under the Internal Revenue Code (or not taxed under the Internal
Revenue Code by reason of its character but of a character which is taxable under this chapter) in
the individual's capacity as a limited or general partner in a partnership with income allocable to
this state under section 290.17, 290.191, or 290.20 and the income, taking into account the income
character provisions of section 702(b) of the Internal Revenue Code, would be allocableto this state
under section 290.17, 290.191, or 290.20 if realized by the individual directly from the source from
which realized by the partnership; er

(5) taxed to the individual under the Internal Revenue Code (or not taxed under the Interna
Revenue Code by reason of its character but of a character which is taxable under this chapter)
in the individual's capacity as a shareholder of a corporation treated as an "S" corporation under
section 290.9725, and income allocable to this state under section 290.17, 290.191, or 290.20 and
the income, taking into account the income character provisions of section 1366(b) of the Internal
Revenue Code, would be allocable to this state under section 290.17, 290.191, or 290.20 if realized
by the individual directly from the source from which realized by the corporation; or

(6) taxed to the individual under the Internal Revenue Code (or not taxed under the Interna
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Revenue Code by reason of its character but of a character which is taxable under this chapter) in
the individual's capacity as the sole member of alimited liability company that is disregarded for
federal income tax purposes, with income allocable to this state under section 290.17, 290.191, or
290.20, asthough realized by the individual directly from the source from which it was realized by
the limited liability company.

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

Sec. 5. Minnesota Statutes 2008, section 290.06, subdivision 2c, is amended to read:

Subd. 2c. Schedulesof ratesfor individuals, estates, and trusts. () Theincometaxesimposed
by this chapter upon married individuals filing joint returns and surviving spouses as defined in
section 2(a) of the Internal Revenue Code must be computed by applying to their taxable net income
the following schedule of rates:

(1) On the first $25:6808 $33,220, for taxable years beginning after December 31, 2008, and
before January 1 of the expiration year, 6.00 percent, and for taxable years beginning after December
31 of the calendar year prior to the expiration year, 5.35 percent;

(2) On al over $25;680 $33,220, but not over $102,030 $131,970, for taxable years beginning
after December 31, 2008, and before January 1 of the expiration year, 7.70 percent, and for taxable
years beginning after December 31 of the calendar year prior to the expiration year, 7.05 percent;

(3) On al over $162,630 $131,970, but not over $250,000, for taxable years beginning after
December 31, 2008, and before January 1 of the expiration year, 8.50 percent. For taxable years
beginning after December 31 of the calendar year prior to the expiration year, on all over $131,970,
7.85 percent;

(4) Onall over $250,000, 9.25 percent for taxable years beginning after December 31, 2008, and
before January 1 of the expiration year.

In this subdivision, the "expiration year" means the taxable year beginning after a February
forecast in which the commissioner of management and budget projects a positive general fund
balance as of June 30 of that taxable year that equal s or exceeds the projected amount of tax revenue
produced by the increased tax rates under this subdivision for that taxable year.

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

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

(1) On the first $375#6 $22,730, for taxable years beginning after December 31, 2008, and
before January 1 of the expiration year, 6.00 percent, and for taxabl e years beginning after December
31 of the calendar year prior to the expiration year, 5.35 percent;

(2) On all over $1:+570 $22,730, but not over $57+740 $74,650, for taxabl e years beginning after
December 31, 2008, and before January 1 of the expiration year, 7.70 percent, and for taxable years
beginning after December 31 of the calendar year prior to the expiration year, 7.05 percent;

(3) On all over $5+70 $74,650, but not over $141,250, for taxable years beginning after
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December 31, 2008, and before January 1 of the expiration year, 8.50 percent. For taxable years
beginning after December 31 of the calendar year prior to the expiration year, on all over $74,650,
7.85 percent;

(4) Onall over $141,250, 9.25 percent for taxable years beginning after December 31, 2008, and
before January 1 of the expiration year.

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

(1) On the first $21:630 $27,980, for taxable years beginning after December 31, 2008, and
before January 1 of the expiration year, 6.00 percent, and for taxabl e years beginning after December
31 of the calendar year prior to the expiration year, 5.35 percent;

(2) On al over $21,636 $27,980, but not over $86;910 $112,420, for taxable years beginning
after December 31, 2008, and before January 1 of the expiration year, 7.70 percent, and for taxable
years beginning after December 31 of the calendar year prior to the expiration year, 7.05 percent;

(3) On all over $86;910 $112,420, but not over $212,500, for taxable years beginning after
December 31, 2008, and before January 1 of the expiration year, 8.50 percent. For taxable years
beginning after December 31 of the calendar year prior to the expiration year, on all over $112,420,
7.85 percent;

(4) On dl over $212,500, 9.25 percent for taxable years beginning after December 31, 2008, and
before January 1 of the expiration year.

(d) In lieu of atax computed according to the rates set forth in this subdivision, the tax of
any individual taxpayer whose taxable net income for the taxable year is less than an amount
determined by the commissioner must be computed in accordance with tables prepared and issued
by the commissioner of revenue based on income brackets of not more than $100. The amount of
tax for each bracket shall be computed at the rates set forth in this subdivision, provided that the
commissioner may disregard a fractional part of adollar unless it amounts to 50 cents or more, in
which case it may be increased to $1.

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

(1) the numerator isthe individual's Minnesota source federal adjusted gross income as defined
in section 62 of the Internal Revenue Code and increased by the additions required under section
290.01, subdivision 19a, clauses (1), (5), (6), (7), (8), (9), (12), and (13) and reduced by the
Minnesota assignabl e portion of the subtraction for United States government interest under section
290.01, subdivision 19b, clause (1), and the subtractions under section 290.01, subdivision 19b,
clauses (9), (10), (14), (15), and (16), after applying the allocation and assignability provisions of
section 290.081, clause (a), or 290.17; and

(2) the denominator is the individual's federal adjusted gross income as defined in section
62 of the Internal Revenue Code of 1986, increased by the amounts specified in section 290.01,
subdivision 19a, clauses (1), (5), (6), (7), (8), (9), (12), and (13) and reduced by the amounts
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specified in section 290.01, subdivision 19b, clauses (1), (9), (10), (14), (15), and (16).

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 6. Minnesota Statutes 2008, section 290.06, subdivision 2d, is amended to read:

Subd. 2d. Inflation adjustment of brackets. (a) For taxable years beginning after December
31, 2000 2009, the minimum and maximum dollar amounts for each rate bracket for which a tax
is imposed in subdivision 2c shall be adjusted for inflation by the percentage determined under
paragraph (b). For the purpose of making the adjustment as provided in this subdivision all of the
rate brackets provided in subdivision 2c shall be the rate brackets as they existed for taxable years
beginning after December 31, 3999 2008, and before January 1, 200+ 2010. The rate applicable to
any rate bracket must not be changed. The dollar amounts setting forth the tax shall be adjusted to
reflect the changes in the rate brackets. The rate brackets as adjusted must be rounded to the nearest
$10 amount. If the rate bracket endsin $5, it must be rounded up to the nearest $10 amount.

(b) The commissioner shall adjust the rate brackets and by the percentage determined pursuant
to the provisions of section 1(f) of the Internal Revenue Code, except that in section 1(f)(3)(B) the
word=1999-"2008" shall be substituted for theword "1992." For 2004 2010, the commissioner shall
then determine the percent change from the 12 months ending on August 31, $999 2008, to the 12
months ending on August 31, 2000 2009, and in each subsequent year, from the 12 months ending
on August 31, 3999 2008, to the 12 months ending on August 31 of the year preceding the taxable
year. The determination of the commissioner pursuant to this subdivision shall not be considered a
"rule" and shall not be subject to the Administrative Procedure Act contained in chapter 14.

No later than December 15 of each year, the commissioner shall announce the specific percentage
that will be used to adjust the tax rate brackets.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 7. Minnesota Statutes 2008, section 290.06, is amended by adding a subdivision to read:

Subd. 36. Investment tax credit. (a) A credit is allowed against the tax imposed by this chapter
for aqualified taxpayer'sinvestment in aqualified new businessventure. The credit equal s 25 percent
of the taxpayer's investment made in the business, but may not exceed the least of:

(2) the liability for tax under this chapter, including the alternative minimum taxes in sections
290.091 and 290.0921;

(2) $50,000 for an individual not part of a partnership; or

(3) $300,000 for a pass-through entity or C corporation.

(b) For purposes of this subdivision, "qualified taxpayer" means:

(1) an accredited investor within the meaning of Regulation D of the Securities and Exchange
Commission, Code of Federal Regulations, title 17, section 230.501(a), whether part of a
pass-through entity or not; and

(2) an accredited investor who does not own, control, or hold power to vote 20 percent or more
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of the outstanding securities of the qualified business venture in which the igible investment is
proposed.

(c) For purposes of this paragraph, "commissioner" means the commissioner of employment
and economic development. Qualified taxpayers must apply to the commissioner for certification.
The application must be in the form and made under the procedures specified by the commissioner.
The commissioner may provide certificates entitling qualified taxpayers to tax credits under this
subdivision. The maximum amount of credits for which the commissioner may issue certificates
in each taxable year is $10,000,000 in fiscal years 2010 to 2013. In awarding certificates under
this paragraph, the commissioner must award them to qualified taxpayersin the order in which the
applications are received. A credit certificate is first available to be applied against a taxpayer's
liability in the fourth taxable year after the year in which the certificate is awarded.

(d) Each pass-through entity must provide each investor a statement indicating the investor's
share of the credit amount certified to the pass-through entity under paragraph (c) based on its share
of the pass-through entity's assets. The credit shall not exceed $50,000 for each individual part of a
pass-through entity.

(e) If the amount of the credit under this subdivision in any taxable year exceeds the limitation
under paragraph (a), clause (1), theexcessisacredit carryover to each of theten succeeding years but
may not exceed $50,000 for an individual not part of a partnership and $300,000 for a pass-through
entity or C corporation. The entire amount of the excess unused credit must be carried first to the
earliest of the taxable years to which the credit may be carried, and then to each successive year
to which the credit may be carried. The amount of the unused credit that may be added under this
paragraph may not exceed the taxpayer's liability for tax less the credit for the taxable year.

() A businessisaqualified business venture for purposes of this subdivision only if the business
satisfies all of the following conditions:

(1) the business has its headquarters in Minnesota;

(2) at least 80 percent of the business's employees are employed in Minnesota, and 80 percent
of the business's total payrolls paid or incurred are in the state;

(3) the business is engaged in, or is committed to engage in:

(i) using advanced technology to add value to a product, process, or service in a qualified
high-technology field or qualified biotechnology or medical device field;

(if) conducting research in and development of a product, process, or service in a qualified
high-technology field or qualified biotechnology or medical device field,;

(iii) developing a new product, process, or service in a qualified high-technology field or
qualified biotechnology or medical device field; or

(iv) quaified green manufacturing;

(4) thebusinessisnot engaged in real estate development, insurance, banking, lending, lobbying,
political consulting, information technology consulting, wholesaleor retail trade, |eisure, hospitality,
transportation, construction, ethanol production from corn, or professional services provided by
attorneys, accountants, business consultants, physicians, or health care consultants;
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(5) the business has fewer than 25 employees, and, if the business has more than five employees,
the business must pay its employees annual wages of at least 175 percent of the federal poverty
guideline for the year for afamily of four, and must pay any remaining employees annual wages of
at least 110 percent of the federal poverty guideline for afamily of four;

(6) the business has not been in operation for more than ten consecutive years;

(7) the business has not received more than $1,000,000 in investments that have qualified for
and received tax credits under this section;

(8) the business has less than $2,000,000 in annual gross sales receipts;

(9) the business is not a subsidiary or an affiliate of a business that employs more than 100
employees or has gross sales receipts for the previous year of more than $1,000,000, computed by
aggregating all of the employees and gross sales receipts of the business entities affiliated with the
business; and

(10) the business has not received private equity investments of more than $2,000,000.

(g) For purposes of this subdivision, "qualified high-technology field" includes, but is not
limited to, aerospace, agricultural processing, alternative energy, environmental engineering,
food technology, cellulosic ethanol, information technology, materials science technology,
nanotechnology, and telecommunications, but excludes business qualifying under the definitions

in paragraphs (h) and (i).

(h) For purposes of this subdivision, "qualified biotechnology or medical device field" means
the business of manufacturing, processing, assembling, researching, or developing biotechnol ogy
or medical device products, including biotechnology and device products used in agriculture.

(i) For purposes of this subdivision, "qualified green manufacturing” means a business whose
primary business activity is production of products, processes, methods, technologies, or services
intended to do one or more of the following:

(1) increase the use of energy from renewable sources, as defined in section 216B.1691;

(2) increasethe energy efficiency of the electric utility infrastructure system or to increase energy
conservation related to electricity use, as provided in sections 216B.2401 and 216B.241;

(3) reduce greenhouse gas emissions, asdefined in section 216H.01, subdivision 2, or to mitigate
greenhouse gas emissions through, but not limited to, carbon capture, storage, or sequestration;

(4) monitor, protect, restore, and preserve the quality of surface waters; and

(5) expand use of biofuels, including expanding the feasibility or reducing the cost of producing
biofuels or the types of equipment, machinery, and vehicles that can use biofuels.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 8.[290.0678] CREDIT FOR HISTORIC STRUCTURE REHABILITATION.

Subdivision 1. Definitions. (a) Asused in this section, the terms defined in this subdivision have
the meanings given.
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(b) "Certified historic structure” means a property located in Minnesota and listed individually
onthe National Register of Historic Places or ahistoric property designated by either acertified local
government or a heritage preservation commission created under the National Historic Preservation
Act of 1966 and whose designation is approved by the state historic preservation officer.

(c) "Eligible property" means a certified historic structure or a structure in a certified historic
district that is offered or used for residential or business purposes.

(d) "Structure in a certified historic district” means a structure located in Minnesota that is
certified by the State Historic Preservation Office as contributing to the historic significance of a
certified historic district listed on the National Register of Historic Places or a local district that
has been certified by the United States Department of the Interior.

Subd. 2. Credit allowed. A taxpayer who incurs costs for the rehabilitation of eligible property
may take a credit against the tax imposed under this chapter in an amount equal to 20 percent of
the total costs of rehabilitation. Costs of rehabilitation include, but are not limited to, qualified
rehabilitation expenditures as defined under section 47(c)(2)(A) of the Internal Revenue Code,
provided that the costs of rehabilitation must exceed 50 percent of the total basis in the property
at the time the rehabilitation activity begins and the rehabilitation must meet standards consistent
with the standards of the Secretary of the Interior for rehabilitation as determined by the State
Historic Preservation Office of the Minnesota Historical Society.

Subd. 3. Carryforward. If the amount of the credit under subdivision 2 exceeds the tax liability
under this chapter for the year in which the cost isincurred, the amount that exceedsthe tax liability
may be carried forward to each of the ten taxable years succeeding the taxable year in which the
expense was incurred. The entire amount of the credit must be carried to the earliest taxable year to
which the amount may be carried. The unused portion of the credit must be carried to the following
taxable year.

Subd. 4. Partnerships, multiple owners; transfers. (a) Credits granted to a partnership, a
limited liability company taxed as a partnership, or multiple owners of property shall be passed
through to the partners, members, or owners, respectively, pro rata or pursuant to an executed
agreement among the partners, members, or owners documenting an alternate distribution method.

(b) Taxpayers eligible for credits may transfer, sell, or assign the credits in whole or part. Any
assignee may use acquired creditsto offset up to 100 percent of the taxes otherwiseimposed by this
chapter. The assignee shall perfect such transfer by notifying the Department of Revenue in writing
within 30 calendar daysfollowing the effective date of the transfer in such form and manner as shall
be prescribed by the Department of Revenue. The proceeds of any sale or assignment of a credit
shall be exempt from taxation under this chapter.

Subd. 5. Process. To claim the credit, the taxpayer must apply to the State Historic Preservation
Office of the Minnesota Historical Society before a historic rehabilitation project begins. The State
Historic Preservation Office shall determine the amount of eligible rehabilitation costs and whether
the rehabilitation meets the standards of the United States Department of the Interior. The State
Historic Preservation Office shall issue certificates verifying eigibility for and the amount of credit.
The taxpayer shall attach the certificate to any income tax return on which the credit is claimed.
The State Historic Preservation Office of the Minnesota Historical Society may collect fees for
applications for the historic preservation tax credit. Fees shall be set at an amount that does not
exceed the costs of administering the tax credit program.
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Subd. 6. M ortgage certificates; credit for lending institutions. (a) The taxpayer may elect, in
lieu of the credit otherwise allowed under this section, to receive a historic rehabilitation mortgage
credit certificate.

(b) For purposes of this subdivision, a historic rehabilitation mortgage credit is a certificate that
isissued to the taxpayer according to procedures prescribed by the State Historic Preservation Office
with respect to the certified rehabilitation and which meets the requirements of this paragraph. The
face amount of the certificate must be equal to the credit that would be allowabl e under subdivision
2 to the taxpayer with respect to the rehabilitation. The certificate may only be transferred by the
taxpayer to alending institution, including a nondepository home mortgage lending institution, in
connection with a loan:

(1) that is secured by the building with respect to which the credit is issued; and

(2) the proceeds of which may not be used for any purpose other than the acquisition or
rehabilitation of the building.

(c) Inexchangefor the certificate, the lending institution must provide to the taxpayer an amount
equal to the face amount of the certificate discounted by the amount by which the federal income tax
liability of the lending institution isincreased dueto its use of the certificate in the manner provided
in this section. That amount must be applied, as directed by the taxpayer, in whole or in part, to
reduce:

(1) the principal amount of the loan;

(2) the rate of interest on the loan; or

(3) thetaxpayer's cost of purchasing the building, but only in the case of aqualified historic home
that islocated in a poverty-impacted area as designated by the State Historic Preservation Office.

Thelending institution may take asacredit against the tax due under this chapter an amount equal to
the amount specified in the certificate. If the amount of the discount retained by the lender exceeds
the amount by which the lending institution's federal income tax liability isincreased dueto the use
of amortgage credit certificate, the excess shall be refunded to the borrower with interest at the rate
prescribed by the State Historic Preservation Office. The lending institution may carry forward all
unused credits under this subdivision until exhausted. Nothing in this subdivision requires alending
ingtitution to accept a historic rehabilitation certificate from any person.

Subd. 7. National landmarks. Notwithstanding subdivision 2, the rehabilitation of a property
designated as a National Historic Landmark on the National Register of Historic Places, shall be
eligible for the credit under this section provided the renovation of the specific property, designated
asthe National Historic Landmark, without regard to its being part of alarger project, is consistent
with the standards set forth in section 47(c) of the Internal Revenue Code, and al other requirements
of this section are met.

Subd. 8. Deter mination of economic impact. The Minnesota Historical Society shall annually
determine the economic impact to the state from the rehabilitation of eligible property for which
credits are provided under this section and report on the impact to the committees on taxes of the
senate and house of representatives.

EFFECTIVE DATE. Thissectioniseffectivefor taxableyearsafter December 31, 2008, except
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that only projects that have obtained a certificate pursuant to subdivision 5 after June 30, 2009, are
eigible for the credit.

Sec. 9.[290.0681] FILM PRODUCTION INVESTMENT CREDIT.

Subdivision 1. Definitions. For the purposes of this section, the following terms have the
meanings given.

(a) "Qualifying film production" means a mation picture that is certified by the Minnesota Film
and TV Board as made wholly in Minnesota.

(b) "Qualified investment" means an amount of cash used to pay qualified production expenses
that is provided by an investor who does not have any financial interest in the motion picture or the
production company responsible for filming the motion picture.

(c) "Motion picture” means a feature length film, whether shot on film or digital video, or a
television series with a national distribution agreement, for theatrical or television viewing or as a
television pilot, but does not include television coverage of news and athletic events.

(d) "Qualified production expenses’ means preproduction, production, and postproduction
expendituresincurred in Minnesotathat are directly used in aqualifying film production, including,
without limitation, set construction and operation; wardrobes, make-up, accessories, and related
services, costs associated with photography and sound synchronization, lighting, and related
services and materials; editing and related services; rental of facilities and equipment; leasing of
vehicles; costs of food and lodging; digital or tape editing, film processing, transfer of film to
tape or digital format, sound mixing, and special and visual effects; total aggregate payroll; and
music, if performed, composed, or recorded by a Minnesota musician or released or published
by a Minnesota-domiciled and headquartered company. The following are not included: (1)
postproduction costs for marketing and distribution; (2) any amounts that are later reimbursed;
(3) any costs related to the transfer of credits; and (4) any amounts paid to persons or entities as a
result of their participation in profits from the exploitation of the production.

Subd. 2. Credit allowed. Anindividual or corporate taxpayer is allowed a credit against the tax
due under this chapter equal to 25 percent of the qualified investment in aqualifying film production
made during the taxable year.

Subd. 3. Carryover. The credit islimited to the liability for tax, as computed under this chapter
for the taxable year. If the amount of the credit determined under this section for any taxable year
exceedsthislimitation, the excessisafilminvestment credit carryover to each of thefive succeeding
taxable years. The entire amount of the excess unused credit for the taxable year is carried first to
the earliest of the taxable years to which the credit may be carried and then to each successive year
to which the credit may be carried. The amount of the unused credit which may be added under this
subdivision shall not exceed the taxpayer's liability for tax, less the film investment credit for the
taxable year.

Subd. 4. Certification of credits. (a) Before making a qualified investment, taxpayers must
apply to the Minnesota Film and TV Board for afilm production investment credit certificate. The
application must be in the form and made under the procedures specified by the Minnesota Film
and TV Board. The Minnesota Film and TV Board must only issue credit certificates for qualifying
investments in qualifying film productions.
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(b) The Minnesota Film and TV Board may not issue certificates for more than $1,000,000 in
film production investment credits per year.

() By January 31 of each year, the Minnesota Film and TV Board must report to the
commissioner of revenue the number, amount, and taxpayers to whom film production investment
credit certificates were issued during the preceding taxable year, and must provide verification
that the taxpayers issued credit certificates made the full amount of the investment required by the
certificate.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 10. Minnesota Statutes 2008, section 290.091, subdivision 1, is amended to read:

Subdivision 1. Imposition of tax. In addition to all other taxes imposed by this chapter atax is
imposed on individuals, estates, and trusts equal to the excess (if any) of

(a) an amount equal to 7.0 percent for taxable years beginning after December 31, 2008, and
before January 1, 2014, and 6.4 percent for taxable years beginning after December 31, 2013, of
aternative minimum taxable income after subtracting the exemption amount, over

(b) the regular tax for the taxable year.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 11. [290.094] SURTAX ON CERTAIN INTEREST INCOME.

Subdivision 1. Definitions. (a) Unless the language or context clearly indicates that a different
meaning is intended, for the purposes of this section, the following terms have the meanings given
them.

(b) "Annual percentagerate" hasthe meaningsgiventheterminthe Code of Federal Regulations,
title 12, parts 226.14 and 226.22, related to open-end and closed-end credit.

(c) "Borrower" means a debtor under aloan or a purchaser of debt under a credit sale contract.

(d) "Cardholder" means a person to whom a credit card is issued or who has agreed with the
financial institution to pay obligations arising from the issuance to or use of the card by another
person.

(e) "Consumer loan™ means aloan made by a financial institution in which:

(1) the debtor is a person other than an organization;

(2) the debt isincurred primarily for a personal, family, or household purpose; and

(3) the debt is payable in installments or a finance charge is made.

(f) "Credit" means the right granted by afinancial institution to a borrower to defer payment of
adebt, to incur debt and defer its payment, or to purchase property or services and defer payment.

(g) "Credit card" means a card or device issued under an arrangement pursuant to which
a financial ingtitution gives to a cardholder the privilege of obtaining credit from the financial
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institution or other person in purchasing or leasing property or services, obtaining loans, or
otherwise. A transaction is "pursuant to a credit card" only if credit is obtained according to the
terms of the arrangement by transmitting information contained on the card or device oraly,
in writing, by mechanical or electronic methods, or in any other manner. A transaction is not
"pursuant to a credit card” if the card or device is used solely in that transaction to:

(1) identify the cardholder or evidence the cardholder's creditworthiness and credit is not
obtained according to the terms of the arrangement;

(2) obtain a guarantee of payment from the cardholder's deposit account, whether or not the
payment results in a credit extension to the cardholder by the financial institution; or

(3) effect an immediate transfer of funds from the cardholder's deposit account by electronic
or other means, whether or not the transfer results in a credit extension to the cardholder by the
financial institution.

(h) "Credit sale contract” means a contract evidencing a credit sale. "Credit sale€" means asale
of goods or services, or an interest in land, in which:

(1) credit is granted by a seller who regularly engages as a seller in credit transactions of the
same kind; and

(2) the debt is payable in installments or a finance charge is made.

(i) "Financial institution" means a state or federally chartered bank, a state or federally chartered
bank and trust, a trust company with banking powers, a state or federally chartered savings
association, an industrial loan and thrift company organized under chapter 53, a regulated lender
organized under chapter 56, or an operating subsidiary of any such institution.

() "Loan" means:

(2) the creation of debt by the financial institution's payment of money to the borrower or athird
person for the account of the borrower;

(2) the creation of debt pursuant to a credit card in any manner, including a cash advance or the
financia ingtitution's honoring adraft or similar order for the payment of money drawn or accepted
by the borrower, paying or agreeing to pay the borrower's obligation, or purchasing or otherwise
acquiring the borrower's obligation from the obligee or the borrower's assignee;

(3) the creation of debt by a cash advance to a borrower pursuant to an overdraft line of credit
arrangement;

(4) the creation of debt by a credit to an account with the financial institution upon which the
borrower is entitled to draw immediately;

(5) the forbearance of debt arising from a loan; and

(6) the creation of debt pursuant to open-end credit.

"Loan" doesnot includetheforbearance of debt arising from asale or lease, acredit sale contract,
or an overdraft from a person's deposit account with afinancial institution which is not pursuant to
awritten agreement to pay overdrafts with the right to defer repayment thereof.
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(k) "Organization" means a corporation, government, government subdivision or agency,
trust, estate, partnership, joint venture, cooperative, limited liability company, limited liability
partnership, or association.

() "Person" means a natural person or an organization.

(m) "Principal" means the total of:

(1) the amount paid to, received by, or paid or repayable for the account of, the borrower; and

(2) to the extent that payment is deferred:

(i) the amount actually paid or to be paid by the financial institution for additional charges
permitted under this section; and

(ii) prepaid finance charges.

Subd. 2. Scope. () Any person or organization conducting a trade or business in this state
who is subject to the Truth in Lending requirements under Code of Regulations, title 12, part 226
(Federal Regulation Z), and who charges interest on the credit issued shall be subject to a surtax on
each transaction as prescribed by this chapter. Transactions include any open-end and closed-end
credit transactions subject to Federal Regulation Z such as loans, consumer loans, credit sale
contracts, extensions of credit, and credit issued pursuant to a credit card. A transferee or assignee
of atransaction subject to the surtax under this section, is also subject to the tax under this section.

(b) The tax shall be determined for each transaction subject to the requirements of this section
that occurs during the calendar year.

Subd. 3. Surtax rate. The surtax shall be imposed at the rate of 30 percent on any income
attributableto interest collected from the portion of an annual percentageratethat exceeds 15 percent
on transactions subject to Code of Regulations, title 12, part 226 (Federal Regulation Z).

Subd. 4. Collection and administration. Thetax imposed by this section shall be paid annually
to the commissioner of revenue and is subject to the same collection, enforcement, and penalty
provisions as other taxes imposed by this chapter.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 12. Minnesota Statutes 2008, section 290.17, subdivision 2, is amended to read:

Subd. 2. Income not derived from conduct of atrade or business. The income of ataxpayer
subject to the alocation rules that is not derived from the conduct of a trade or business must be
assigned in accordance with paragraphs (@) to (f):

(a)(1) Subject to paragraphs (a)(2) and (a)(3), income from wages as defined in section 3401(a)
and (f) of the Internal Revenue Code is assigned to this state if, and to the extent that, the work of
the employee is performed within it; all other income from such sources is treated as income from
sources without this state.

Severance pay shall be considered income from labor or personal or professional services.

(2) In the case of an individual who is a nonresident of Minnesota and who is an athlete or
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entertainer, income from compensation for labor or personal services performed within this state
shall be determined in the following manner:

(i) The amount of income to be assigned to Minnesota for an individual who is a nonresident
salaried athletic team employee shall be determined by using a fraction in which the denominator
contains the total number of days in which the individual is under a duty to perform for the
employer, and the numerator is the total number of those days spent in Minnesota. For purposes
of this paragraph, off-season training activities, unless conducted at the team's facilities as part of
a team imposed program, are not included in the total number of duty days. Bonuses earned as a
result of play during the regular season or for participation in championship, play-off, or all-star
games must be allocated under the formula. Signing bonuses are not subject to allocation under the
formulaif they are not conditional on playing any games for the team, are payable separately from
any other compensation, and are nonrefundable; and

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

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

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

(c) Income or gains from intangible personal property not employed in the business of the
recipient of theincome or gains must be assigned to this state if the recipient of the income or gains
isaresident of this state or is aresident trust or estate.

Gain on the sale of a partnership interest is allocable to this state in the ratio of the origina
cost of partnership tangible property in this state to the original cost of partnership tangible
property everywhere, determined at the time of the sale. If more than 50 percent of the value of
the partnership's assets consists of intangibles, gain or loss from the sale of the partnership interest
is allocated to this state in accordance with the sales factor of the partnership for its first full
tax period immediately preceding the tax period of the partnership during which the partnership
interest was sold.

Gain on the sale of an interest in a single member limited liability company that is disregarded
for federal income tax purposes is allocable to this state as if the single member limited liability
company did not exist and the assets of the limited liability company are personaly owned by the
sole member.

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

When an employer pays an employeefor acovenant not to compete, the income allocated to this
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stateisintheratio of the employee's service in Minnesotain the calendar year preceding leaving the
employment of the employer over thetotal services performed by the employee for the employer in
that year.

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

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

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

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

Sec. 13. Minnesota Statutes 2008, section 290.191, subdivision 2, is amended to read:

Subd. 2. Apportionment formula of general application. (a) Except for those trades or
businesses required to use a different formula under subdivision 3 or section 290.36, and for those
trades or businesses that receive permission to use some other method under section 290.20 or
under subdivision 4, a trade or business required to apportion its net income must apportion its
income to this state on the basis of the percentage obtained by taking the sum of:

(2) the percent for the sales factor under paragraph (b) of the percentage which the sales made
within this state in connection with the trade or business during the tax period are of the total sales
wherever made in connection with the trade or business during the tax period;

(2) the percent for the property factor under paragraph (b) of the percentage which the total
tangible property used by the taxpayer in this state in connection with the trade or business during
thetax period is of the total tangible property, wherever located, used by the taxpayer in connection
with the trade or business during the tax period; and

(3) the percent for the payroll factor under paragraph (b) of the percentage which the taxpayer's
total payrolls paid or incurred in this state or paid in respect to labor performed in this state in
connection with the trade or business during the tax period are of the taxpayer's total payrolls paid
or incurred in connection with the trade or business during the tax period.

(b) For purposes of paragraph (a) and subdivision 3, the following percentages apply for the
taxable years speetted beginning during calendar year 2009:

Taxableyearsheghning Sabestactor Property—tacter PayreH-facter

during-calendar-year pereent pereent pereent
2007 78 11 K
2008 81 95 95
2009 84 8 8
2010 87 65 65
2041 96 5 5
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2012 93 35 35
2013 96 2 2
20H4-aneHater-calendar-yrears 106 el el

(1) sales factor is 81 percent;

(2) property factor is 9.5 percent; and

(3) payroll factor is 9.5 percent.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 14. [2971.23] MINNESOTA BUSINESS INVESTMENT COMPANY CREDIT.

(a) A participating investor as defined under section 116J.665, subdivision 1, is allowed a credit
against the tax imposed in this chapter equal to 80 percent of the participating investor'sinvestment
of designated capital in a Minnesota business investment company. Beginning January 1, 2014, a
participating investor may claim the credit as follows:

(1) in tax year 2014, an amount equal to 16 percent of the participating investor's investment of
designated capital;

(2) in tax year 2015, an amount equal to 16 percent of the participating investor's investment of
designated capital;

(3) intax year 2016, an amount equal to 16 percent of the participating investor's investment of
designated capital;

(4) in tax year 2017, an amount equal to 16 percent of the participating investor's investment of
designated capital; and

(5) in tax year 2018, an amount equal to 16 percent of the participating investor's investment of
designated capital.

(b) The credit for any taxable year must not exceed the liability for tax under this chapter for
the year. If the amount of the credit determined under this section for any taxable year exceeds the
liability for tax under this chapter, the excess shall be an investment tax credit carryover to future
taxable years without limitation. Credits may be used in connection with both final payments and
prepayments of a participating investor's state premium tax liability.

(c) A participating investor claiming a credit under this section is not required to pay any
additional retaliatory tax levied as aresult of claiming the credit.

(d) If the taxes paid by a participating investor with respect to its state premium tax liability
constitute acredit against any other tax that isimposed by this state, the participating investor's credit
against the other tax shall not be reduced by virtue of the reduction in the participating investor's
tax liability based on the tax credit allowed under this section.

(e) Final decertification of Minnesota businessinvestment company under section 116J.665 may
result in the disallowance and the recapture of the credit allowed under this section. The amount to
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be disallowed and recaptured must be assessed as follows:

(1) decertification of aMinnesota busi nessinvestment company within two yearsof itsallocation
date and prior to meeting the requirements of section 116J.665, subdivision 5, paragraph (a), clause
(1), shall result in the disallowance of all of the credits allowed under this section; and

(2) decertification of Minnesota business investment company that has aready met the
requirements of section 116J.665, subdivision 5, paragraph (a), clause (1), shall not cause the
disallowance of any credits allowed under this section nor the recapture of any portion of the
credits that was previously taken.

(f) A participating investor must not transfer, agree to transfer, sell, or agree to sdll the credit
under this section until 180 days from the date on which the participating investor invested
designated capital. After 180 days from the date of investment, a participating investor, or
subsequent transferee, may transfer credits based upon rules adopted by the commissioner to
facilitate the transfers. Any transfer or sale of the credits does not affect the time schedule for
claiming the credit. Any tax credits recaptured under this section remain the liability of the
participating investor that applied the credit towards its tax liability.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2009.

Sec. 15. REPEALER.

Minnesota Statutes 2008, sections 290.06, subdivision 34; and 297A.815, subdivision 3, are
repealed.

EFFECTIVE DATE. This section is effective the day following final enactment.
ARTICLE 2
FEDERAL UPDATE

Section 1. Minnesota Statutes 2008, section 289A.02, subdivision 7, as amended by Laws 2009,
chapter 12, article 1, section 1, is amended to read:

Subd. 7. Internal Revenue Code. Unless specifically defined otherwise, "Internal Revenue
Code" means the Internal Revenue Code of 1986, as amended through Becember-31-2008 March
31, 2009.

EFFECTIVE DATE. This section is effective the day following final enactment, except the
changesincorporated by federal changes are effective at the same time asthe changes were effective
for federal purposes.

Sec. 2. Minnesota Statutes 2008, section 290.01, subdivision 19, as amended by Laws 2009,
chapter 12, article 1, section 2, is amended to read:

Subd. 19. Net income. The term "net income" means the federal taxable income, as defined
in section 63 of the Internal Revenue Code of 1986, as amended through the date named in this
subdivision, incorporating the federal effective dates of changes to the Internal Revenue Code and
any elections made by the taxpayer in accordance with the Internal Revenue Code in determining
federal taxable income for federal income tax purposes, and with the modifications provided in
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subdivisions 19a to 19f.

In the case of aregulated investment company or afund thereof, as defined in section 851(a) or
851(g) of the Internal Revenue Code, federal taxable income means investment company taxable
income as defined in section 852(b)(2) of the Internal Revenue Code, except that:

(1) the exclusion of net capital gain provided in section 852(b)(2)(A) of the Internal Revenue
Code does not apply;

(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal Revenue Code
must be applied by alowing a deduction for capital gain dividends and exempt-interest dividends
as defined in sections 852(b)(3)(C) and 852(b)(5) of the Internal Revenue Code; and

(3) the deduction for dividends paid must also be applied in the amount of any undistributed
capital gains which the regulated investment company elects to have treated as provided in section
852(b)(3)(D) of the Internal Revenue Code.

The net income of areal estate investment trust as defined and limited by section 856(a), (b), and
(c) of the Internal Revenue Code means the real estate investment trust taxable income as defined
in section 857(b)(2) of the Internal Revenue Code.

The net income of a designated settlement fund as defined in section 468B(d) of the Internal
Revenue Code means the gross income as defined in section 468B(b) of the Internal Revenue Code.

The Internal Revenue Code of 1986, as amended through Besember-31-2008 March 31, 2009,
shall be in effect for taxable years beginning after December 31, 1996.

Except as otherwise provided, referencesto the Internal Revenue Codein subdivisions 19 to 19f
mean the code in effect for purposes of determining net income for the applicable year.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2007.

Sec. 3. Minnesota Statutes 2008, section 290.01, subdivision 19a, as amended by Laws 2009,
chapter 12, article 1, section 3, is amended to read:

Subd. 19a. Additionsto federal taxableincome. For individuals, estates, and trusts, there shall
be added to federa taxable income;

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

(ii) exempt-interest dividends as defined in section 852(b)(5) of the Internal Revenue Code,
except the portion of the exempt-interest dividends derived from interest income on obligations of
the state of Minnesota or its political or governmental subdivisions, municipalities, governmental
agencies or instrumentalities, but only if the portion of the exempt-interest dividends from such
Minnesota sources paid to all shareholders represents 95 percent or more of the exempt-interest
dividends that are paid by the regulated investment company as defined in section 851(a) of the
Internal Revenue Code, or thefund of theregulated investment company as defined in section 851(g)
of the Internal Revenue Code, making the payment; and
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(iii) for the purposes of items (i) and (ii), interest on obligations of an Indian tribal government
described in section 7871(c) of the Internal Revenue Code shall be treated as interest income on
obligations of the state in which the tribe is located,;

(2) the amount of income er, sales and use, motor vehicle sales, or excise taxes paid or accrued
within the taxable year under this chapter and the amount of taxes based on net income paid er, sales
and use, motor vehicle sales, or excise taxes paid to any other state or to any province or territory of
Canada, to the extent allowed as a deduction under section 63(d) of the Internal Revenue Code, but
the addition may not be more than the amount by which the itemized deductions as alowed under
section 63(d) of the Internal Revenue Code exceeds the amount of the standard deduction as defined
in section 63(c) of the Interna Revenue Code, disregarding the ameurt amounts allowed under
seetien sections 63(¢)(1)(C) and 63(c)(1)(E) of the Internal Revenue Code. For the purpose of this
paragraph, the disallowance of itemized deductions under section 68 of the Internal Revenue Code
of 1986, income or, sales and usetax+s, motor vehicle sales, or excise taxes are the last itemized
deduetion deductions disallowed;

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

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

(5) the amount of expense, interest, or taxes disallowed pursuant to section 290.10 other than
expenses or interest used in computing net interest income for the subtraction allowed under
subdivision 19b, clause (1);

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

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

(8) 80 percent of the amount by which the deduction alowed by section 179 of the Interna
Revenue Code exceeds the deduction allowable by section 179 of the Internal Revenue Code of
1986, as amended through December 31, 2003;

(9) to the extent deducted in computing federal taxable income, the amount of the deduction
allowable under section 199 of the Internal Revenue Code;

(10) theexclusion allowed under section 139A of theInternal Revenue Codefor federal subsidies
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for prescription drug plans;
(12) the amount of expenses disallowed under section 290.10, subdivision 2;

(12) the amount deducted for qualified tuition and related expenses under section 222 of the
Internal Revenue Caode, to the extent deducted from gross income;

(13) the amount deducted for certain expenses of elementary and secondary school teachers
under section 62(a)(2)(D) of the Internal Revenue Code, to the extent deducted from gross income;

(14) the additional standard deduction for property taxes payablethat is allowable under section
63(c)(1)(C) of the Internal Revenue Code;

(15) the additional standard deduction for qualified motor vehicle sales taxes allowable under
section 63(c)(1)(E) of the Internal Revenue Code; and

(16) discharge of indebtednessincome resulting from reacquisition of businessindebtednessand
deferred under section 108(i) of the Internal Revenue Code.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008, except that clause (16) is effective for taxable years ending after December 31, 2008.

Sec. 4. Minnesota Statutes 2008, section 290.01, subdivision 19b, is amended to read:

Subd. 19b. Subtractionsfrom feder al taxableincome. For individuals, estates, and trusts, there
shall be subtracted from federal taxable income;

(1) net interest income on obligations of any authority, commission, or instrumentality of the
United States to the extent includable in taxable income for federal income tax purposes but exempt
from state income tax under the laws of the United States;

(2) if included in federal taxable income, the amount of any overpayment of income tax to
Minnesota or to any other state, for any previous taxable year, whether the amount is received as a
refund or as a credit to another taxable year's income tax liability;

(3) the amount paid to others, less the amount used to claim the credit allowed under section
290.0674, not to exceed $1,625 for each qualifying child in grades kindergarten to 6 and $2,500 for
each qualifying child in grades 7 to 12, for tuition, textbooks, and transportation of each qualifying
child in attending an elementary or secondary school situated in Minnesota, North Dakota,
South Dakota, lowa, or Wisconsin, wherein a resident of this state may legally fulfill the state's
compulsory attendance laws, which is not operated for profit, and which adheres to the provisions
of the Civil Rights Act of 1964 and chapter 363A. For the purposes of this clause, "tuition"
includes fees or tuition as defined in section 290.0674, subdivision 1, clause (1). As used in this
clause, "textbooks" includes books and other instructional materials and equipment purchased or
leased for use in elementary and secondary schools in teaching only those subjects legally and
commonly taught in public elementary and secondary schools in this state. Equipment expenses
qualifying for deduction includes expenses as defined and limited in section 290.0674, subdivision
1, clause (3). "Textbooks" does not include instructional books and materials used in the teaching
of religious tenets, doctrines, or worship, the purpose of which isto instill such tenets, doctrines, or
worship, nor does it include books or materials for, or transportation to, extracurricular activities
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including sporting events, musical or dramatic events, speech activities, driver's education, or
similar programs. For purposes of the subtraction provided by this clause, "qualifying child" has
the meaning given in section 32(c)(3) of the Internal Revenue Code;

(4) income as provided under section 290.0802;

(5) to the extent included in federal adjusted gross income, income realized on disposition of
property exempt from tax under section 290.491;

(6) to the extent not deducted or not deductible pursuant to section 408(d)(8)(E) of the Internal
Revenue Code in determining federal taxable income by an individual who does not itemize
deductions for federal income tax purposes for the taxable year, an amount egqual to 50 percent
of the excess of charitable contributions over $500 allowable as a deduction for the taxable year
under section 170(a) of the Internal Revenue Code and under the provisions of Public Law 109-1;

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

(8) for individuals who are alowed a federal foreign tax credit for taxes that do not qualify
for a credit under section 290.06, subdivision 22, an amount equal to the carryover of subnational
foreign taxes for the taxable year, but not to exceed the total subnational foreign taxes reported
in claiming the foreign tax credit. For purposes of this clause, "federal foreign tax credit" means
the credit allowed under section 27 of the Internal Revenue Code, and "carryover of subnational
foreign taxes' equals the carryover allowed under section 904(c) of the Internal Revenue Code
minus national level foreign taxes to the extent they exceed the federal foreign tax credit;

(9) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19a, clause (7), or 19c, clause (15), in the case of a shareholder of
a corporation that is an S corporation, an amount equal to one-fifth of the delayed depreciation.
For purposes of this clause, "delayed depreciation” means the amount of the addition made by
the taxpayer under subdivision 19a, clause (7), or subdivision 19c, clause (15), in the case of a
shareholder of an S corporation, minus the positive value of any net operating loss under section
172 of the Internal Revenue Code generated for the tax year of the addition. The resulting delayed
depreciation cannot be less than zero;

(10) job opportunity building zone income as provided under section 469.316;

(11) to the extent included in federa taxable income, the amount of compensation paid to
members of the Minnesota National Guard or other reserve components of the United States
military for active service performed in Minnesota, excluding compensation for services performed
under the Active Guard Reserve (AGR) program. For purposes of this clause, "active service"
means (i) state active service as defined in section 190.05, subdivision 5a, clause (1); (ii) federally
funded state active service asdefined in section 190.05, subdivision 5b; or (iii) federal active service
as defined in section 190.05, subdivision 5c, but "active service" excludes service performed in
accordance with section 190.08, subdivision 3;

(12) to the extent included in federal taxable income, the amount of compensation paid to
Minnesota residents who are members of the armed forces of the United States or United Nations
for active duty performed outside Minnesota under United States Code, title 10, section 101(d);
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United States Code, title 32, section 101(12); or the authority of the United Nations;

(13) an amount, not to exceed $10,000, equal to qualified expenses related to aqualified donor's
donation, while living, of one or more of the qualified donor's organs to another person for human
organ transplantation. For purposes of this clause, "organ” meansall or part of an individual'sliver,
pancreas, kidney, intestine, lung, or bone marrow; "human organ transplantation” meansthe medical
procedure by which transfer of a human organ is made from the body of one person to the body
of another person; "qualified expenses' means unreimbursed expenses for both the individual and
the qualified donor for (i) travel, (ii) lodging, and (iii) lost wages net of sick pay, except that such
expenses may be subtracted under this clause only once; and "qualified donor" meanstheindividual
or theindividual's dependent, as defined in section 152 of the Internal Revenue Code. Anindividual
may claim the subtraction in this clause for each instance of organ donation for transplantation
during the taxable year in which the qualified expenses occur;

(14) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19a, clause (8), or 19c, clause (16), in the case of a shareholder of
a corporation that is an S corporation, an amount equal to one-fifth of the addition made by the
taxpayer under subdivision 193, clause (8), or 19c, clause (16), in the case of a shareholder of a
corporation that isan S corporation, minusthe positive value of any net operating loss under section
172 of the Internal Revenue Code generated for the tax year of the addition. If the net operating loss
exceeds the addition for the tax year, a subtraction is not allowed under this clause;

(15) to the extent included in federal taxable income, compensation paid to a service member
as defined in United States Code, title 10, section 101(a)(5), for military service as defined in the
Servicemembers Civil Relief Act, Public Law 108-189, section 101(2);

(16) international economic development zone income as provided under section 469.325; and

(17) to the extent included in federal taxable income, the amount of national service educational
awards received from the National Service Trust under United States Code, title 42, sections 12601
to 12604, for service in an approved Americorps National Service program; and

(18) to the extent included in federal taxable income, discharge of indebtedness income
resulting from reacquisition of business indebtedness included in federal taxable income under
section 108(i) of the Internal Revenue Code. This subtraction applies only to the extent that the
income was included in net income in a prior year as aresult of the addition under section 290.01,
subdivision 19a, clause (16).

EFFECTIVE DATE. Thissectioniseffectivefor taxableyearsending after December 31, 2008.

Sec. 5. Minnesota Statutes 2008, section 290.01, subdivision 19c, as amended by Laws 2009,
chapter 12, article 1, section 4, is amended to read:

Subd. 19c. Cor porations; additions to federal taxable income. For corporations, there shall
be added to federa taxable income:

(1) the amount of any deduction taken for federal income tax purposes for income, excise, or
franchise taxes based on net income or related minimum taxes, including but not limited to the tax
imposed under section 290.0922, paid by the corporation to Minnesota, another state, a political
subdivision of another state, the District of Columbia, or any foreign country or possession of the
United States,
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(2) interest not subject to federal tax upon obligations of: the United States, its possessions,
its agencies, or its instrumentalities; the state of Minnesota or any other state, any of its palitical
or governmental subdivisions, any of its municipalities, or any of its governmental agencies or
instrumentalities; the District of Columbia; or Indian tribal governments,

(3) exempt-interest dividends received as defined in section 852(b)(5) of the Internal Revenue
Code;

(4) the amount of any net operating loss deduction taken for federal income tax purposes under
section 172 or 832(c)(10) of the Internal Revenue Code or operations |oss deduction under section
810 of the Internal Revenue Code;

(5) the amount of any specia deductions taken for federal income tax purposes under sections
241 to 247 and 965 of the Internal Revenue Code;

(6) losses from the business of mining, as defined in section 290.05, subdivision 1, clause (a),
that are not subject to Minnesota income tax;

(7) the amount of any capital losses deducted for federal income tax purposes under sections
1211 and 1212 of the Internal Revenue Code;

(8) the exempt foreign trade income of aforeign sales corporation under sections 921(a) and 291
of the Internal Revenue Code;

(9) the amount of percentage depletion deducted under sections 611 through 614 and 291 of the
Internal Revenue Code;

(20) for certified pollution control facilities placed in service in ataxable year beginning before
December 31, 1986, and for which amortization deductions were elected under section 169 of
the Internal Revenue Code of 1954, as amended through December 31, 1985, the amount of the
amortization deduction alowed in computing federal taxable income for those facilities;

(11) the amount of any deemed dividend from a foreign operating corporation determined
pursuant to section 290.17, subdivision 4, paragraph (g). The deemed dividend shall be reduced by
the amount of the addition to income required by clauses (20), (21), (22), and (23);

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

(13) the amount of net income excluded under section 114 of the Internal Revenue Code;

(14) any increasein subpart F income, as defined in section 952(a) of the Internal Revenue Code,
for thetaxable year when subpart F incomeis cal culated without regard to the provisionsof Division
C, title I11, section 304(a)(1)-(2) of Public Law 110-343;

(15) 80 percent of the depreciation deduction allowed under section 168(k)(1)(A) and (k)(4)(A)
of the Internal Revenue Code. For purposes of this clause, if the taxpayer has an activity that in the
taxable year generates a deduction for depreciation under section 168(k)(1)(A) and (k)(4)(A) and
the activity generates a loss for the taxable year that the taxpayer is not allowed to claim for the
taxable year, "the depreciation alowed under section 168(k)(1)(A) and (k)(4)(A)" for the taxable
year is limited to excess of the depreciation claimed by the activity under section 168(k)(1)(A)
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and (k)(4)(A) over the amount of the loss from the activity that is not allowed in the taxable
year. In succeeding taxable years when the losses not allowed in the taxable year are alowed, the
depreciation under section 168(k)(1)(A) and (k)(4)(A) is allowed;

(16) 80 percent of the amount by which the deduction allowed by section 179 of the Internal
Revenue Code exceeds the deduction allowable by section 179 of the Internal Revenue Code of
1986, as amended through December 31, 2003;

(17) to the extent deducted in computing federal taxable income, the amount of the deduction
allowable under section 199 of the Internal Revenue Code;

(18) theexclusion allowed under section 139A of the Internal Revenue Codefor federal subsidies
for prescription drug plans,

(29) the amount of expenses disallowed under section 290.10, subdivision 2;

(20) an amount equal to the interest and intangible expenses, losses, and costs paid, accrued, or
incurred by any member of the taxpayer's unitary group to or for the benefit of a corporation that is
amember of the taxpayer's unitary business group that qualifies as a foreign operating corporation.
For purposes of this clause, intangible expenses and costs include:

(i) expenses, losses, and costs for, or related to, the direct or indirect acquisition, use,
maintenance or management, ownership, sale, exchange, or any other disposition of intangible

property;
(ii) lossesincurred, directly or indirectly, from factoring transactions or discounting transactions;
(iii) royalty, patent, technical, and copyright fees;
(iv) licensing fees; and
(v) other similar expenses and costs.

For purposes of this clause, "intangible property” includes stocks, bonds, patents, patent
applications, trade names, trademarks, service marks, copyrights, mask works, trade secrets, and
similar types of intangible assets.

This clause does not apply to any item of interest or intangible expenses or costs paid, accrued,
or incurred, directly or indirectly, to a foreign operating corporation with respect to such item of
income to the extent that the income to the foreign operating corporation is income from sources
without the United States as defined in subtitle A, chapter 1, subchapter N, part 1, of the Internal
Revenue Code;

(21) except as aready included in the taxpayer's taxable income pursuant to clause (20), any
interest income and income generated from intangible property received or accrued by a foreign
operating corporation that is a member of the taxpayer's unitary group. For purposes of this clause,
income generated from intangible property includes:

(i) income related to the direct or indirect acquisition, use, maintenance or management,
ownership, sale, exchange, or any other disposition of intangible property;

(i) income from factoring transactions or discounting transactions;



38TH DAY] WEDNESDAY, APRIL 22, 2009 2503
(iii) royalty, patent, technical, and copyright fees;
(iv) licensing fees; and
(v) other similar income.

For purposes of this clause, "intangible property” includes stocks, bonds, patents, patent
applications, trade names, trademarks, service marks, copyrights, mask works, trade secrets, and
similar types of intangible assets.

This clause does not apply to any item of interest or intangible income received or accrued by a
foreign operating corporation with respect to such item of income to the extent that the income is
income from sources without the United States as defined in subtitle A, chapter 1, subchapter N,
part 1, of the Internal Revenue Code;

(22) the dividends attributabl e to the income of aforeign operating corporation that is amember
of the taxpayer's unitary group in an amount that is equal to the dividends paid deduction of a
real estate investment trust under section 561(a) of the Internal Revenue Code for amounts paid or
accrued by the real estate investment trust to the foreign operating corporation;

(23) the income of a foreign operating corporation that is a member of the taxpayer's unitary
group in an amount that is equal to gains derived from the sale of real or personal property located
in the United States; and

(24) the additional amount allowed as a deduction for donation of computer technology and
equipment under section 170(€)(6) of the Internal Revenue Code, to the extent deducted from taxable
income; and

(25) discharge of indebtednessincome resulting from reacquisition of businessindebtedness and
deferred under section 108(i) of the Internal Revenue Code.

EFFECTIVE DATE. Thissectioniseffectivefor taxableyearsending after December 31, 2008.

Sec. 6. Minnesota Statutes 2008, section 290.01, subdivision 19d, as amended by Laws 2009,
chapter 12, article 1, section 5, is amended to read:

Subd. 19d. Cor por ations; modificationsdecr easing feder al taxableincome. For corporations,
there shall be subtracted from federal taxableincome after theincreases provided in subdivision 19c:

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

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

(3) any dividend (not including any distribution in liquidation) paid within the taxable year by
anational or state bank to the United States, or to any instrumentality of the United States exempt
from federal income taxes, on the preferred stock of the bank owned by the United States or the
instrumentality;

(4) amounts disallowed for intangible drilling costs due to differences between this chapter and
the Internal Revenue Code in taxable years beginning before January 1, 1987, as follows:
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(i) to the extent the disallowed costs are represented by physical property, an amount equal to the
allowance for depreciation under Minnesota Statutes 1986, section 290.09, subdivision 7, subject
to the modifications contained in subdivision 19e; and

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

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

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

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

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

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

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

(7) in the case of mines, oil and gas wells, other natural deposits, and timber for which
percentage depletion was disallowed pursuant to subdivision 19c, clause (9), a reasonable
allowancefor depletion based on actual cost. In the case of |eases the deduction must be apportioned
between the lessor and lessee in accordance with rules prescribed by the commissioner. In the
case of property held in trust, the allowable deduction must be apportioned between the income
beneficiaries and the trustee in accordance with the pertinent provisions of the trust, or if thereis
no provision in the instrument, on the basis of the trust's income allocable to each;

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

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

(10) 80 percent of royalties, fees, or other like income accrued or received from a foreign
operating corporation or a foreign corporation which is part of the same unitary business as the
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receiving corporation, unless the income resulting from such payments or accrualsisincome from
sources within the United States as defined in subtitle A, chapter 1, subchapter N, part 1, of the
Internal Revenue Code;

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

(12) the amount of disability access expenditures in the taxable year which are not allowed to
be deducted or capitalized under section 44(d)(7) of the Internal Revenue Code;

(13) the amount of qualified research expenses not alowed for federal income tax purposes
under section 280C(c) of the Internal Revenue Code, but only to the extent that the amount exceeds
the amount of the credit allowed under section 290.068;

(14) the amount of salary expenses not allowed for federal income tax purposes dueto claiming
the Indian employment credit under section 45A (@) of the Internal Revenue Code;

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

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

(17) any decrease in subpart F income, as defined in section 952(a) of the Internal Revenue
Code, for the taxable year when subpart F income is cal culated without regard to the provisions of
Division C, title I11, section 304(a)(1)-(2) of Public Law 110-343;

(18) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19c¢, clause (15), an amount equal to one-fifth of the delayed depreciation.
For purposes of this clause, "delayed depreciation" means the amount of the addition made by the
taxpayer under subdivision 19c, clause (15). The resulting delayed depreciation cannot be less than
zero; and

(19) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19c, clause (16), an amount equa to one-fifth of the amount of the
addition; and

(20) to the extent included in federal taxable income, discharge of indebtedness income
resulting from reacquisition of business indebtedness included in federal taxable income under
section 108(i) of the Internal Revenue Code. This subtraction applies only to the extent that the
income was included in net income in a prior year as aresult of the addition under section 290.01,
subdivision 19c, clause (25).

EFFECTIVE DATE. Thissectioniseffectivefor taxableyearsending after December 31, 2008.
Sec. 7. Minnesota Statutes 2008, section 290.01, subdivision 31, as amended by Laws 2009,
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chapter 12, article 1, section 7, is amended to read:

Subd. 31. Internal Revenue Code. Unless specificaly defined otherwise, "Internal Revenue
Code" means the Internal Revenue Code of 1986, as amended through Becember31-2008 March
31, 2009. Internal Revenue Code also includes any uncodified provision in federal law that relates
to provisions of the Internal Revenue Code that are incorporated into Minnesota law.

EFFECTIVE DATE. This section is effective the day following final enactment, except the
changesincorporated by federal changes are effective at the same time asthe changes were effective
for federal purposes.

Sec. 8. Minnesota Statutes 2008, section 290.06, subdivision 2c, is amended to read:

Subd. 2¢. Schedulesof ratesfor individuals, estates, and trusts. (a) Theincome taxesimposed
by this chapter upon married individuals filing joint returns and surviving spouses as defined in
section 2(a) of the Internal Revenue Code must be computed by applying to their taxable net income
the following schedule of rates:

(1) On the first $25,680, 5.35 percent;
(2) On all over $25,680, but not over $102,030, 7.05 percent;
(3) On al over $102,030, 7.85 percent.

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

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

(1) On thefirst $17,570, 5.35 percent;
(2) On al over $17,570, but not over $57,710, 7.05 percent;
(3) On all over $57,710, 7.85 percent.

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

(1) On the first $21,630, 5.35 percent;
(2) On all over $21,630, but not over $86,910, 7.05 percent;
(3) On al over $86,910, 7.85 percent.

(d) In lieu of a tax computed according to the rates set forth in this subdivision, the tax of
any individual taxpayer whose taxable net income for the taxable year is less than an amount
determined by the commissioner must be computed in accordance with tables prepared and issued
by the commissioner of revenue based on income brackets of not more than $100. The amount of
tax for each bracket shall be computed at the rates set forth in this subdivision, provided that the
commissioner may disregard a fractional part of adollar unless it amounts to 50 cents or more, in
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which case it may be increased to $1.

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

(1) the numerator istheindividual's Minnesota source federal adjusted grossincome as defined
in section 62 of the Internal Revenue Code and increased by the additions required under section
290.01, subdivision 19a, clauses (1), (5), (6), (7), (8), (9), (12), and (13), and (16), and reduced
by the Minnesota assignabl e portion of the subtraction for United States government interest under
section 290.01, subdivision 19b, clause (1), and the subtractions under section 290.01, subdivision
19b, clauses (9), (10), (14), (15), and (16), and (18), after applying the allocation and assignability
provisions of section 290.081, clause (@), or 290.17; and

(2) the denominator is the individual's federal adjusted gross income as defined in section
62 of the Internal Revenue Code of 1986, increased by the amounts specified in section 290.01,
subdivision 19a, clauses (1), (5), (6), (7), (8), (9), (12), and (13), and (16), and reduced by the
amounts specified in section 290.01, subdivision 19b, clauses (1), (9), (10), (14), (15), and (16),
and (18).

EFFECTIVE DATE. Thissectioniseffectivefor taxableyearsending after December 31, 2008.

Sec. 9. Minnesota Statutes 2008, section 290.091, subdivision 2, is amended to read:

Subd. 2. Definitions. For purposes of the tax imposed by this section, the following terms have
the meanings given:

(a) "Alternative minimum taxableincome" means the sum of the following for the taxable year:

(1) the taxpayer's federal alternative minimum taxable income as defined in section 55(b)(2) of
the Internal Revenue Code;

(2) the taxpayer's itemized deductions allowed in computing federal alternative minimum
taxable income, but excluding:

(i) the charitable contribution deduction under section 170 of the Internal Revenue Code;
(i) the medical expense deduction;

(iii) the casualty, theft, and disaster loss deduction; and

(iv) the impairment-rel ated work expenses of a disabled person;

(3) for depl etion allowances computed under section 613A(c) of the Internal Revenue Code, with
respect to each property (as defined in section 614 of the Internal Revenue Code), to the extent not
included in federal aternative minimum taxable income, the excess of the deduction for depletion
allowableunder section 611 of the Internal Revenue Codefor thetaxableyear over the adjusted basis
of the property at the end of the taxable year (determined without regard to the depletion deduction
for the taxable year);

(4) to the extent not included in federal aternative minimum taxable income, the amount of
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the tax preference for intangible drilling cost under section 57(a)(2) of the Internal Revenue Code
determined without regard to subparagraph (E);

(5) to the extent not included in federal aternative minimum taxable income, the amount of
interest income as provided by section 290.01, subdivision 19a, clause (1); and

(6) the amount of addition required by section 290.01, subdivision 19a, clauses (7) to (9), (12),
and (13), and (16);

less the sum of the amounts determined under the following:
(2) interest income as defined in section 290.01, subdivision 19b, clause (1);

(2) an overpayment of state income tax as provided by section 290.01, subdivision 19b, clause
(2), to the extent included in federal aternative minimum taxable income;

(3) the amount of investment interest paid or accrued within the taxable year on indebtednessto
the extent that the amount does not exceed net investment income, as defined in section 163(d)(4)
of the Interna Revenue Code. Interest does not include amounts deducted in computing federal
adjusted gross income; and

(4) amounts subtracted from federal taxable income as provided by section 290.01, subdivision
19b, clauses (6) and, (9) to (16), and (18).

In the case of an estate or trust, aternative minimum taxable income must be computed as
provided in section 59(c) of the Internal Revenue Code.

(b) "Investment interest" meansinvestment interest as defined in section 163(d)(3) of the Interna
Revenue Code.

(c) "Tentative minimum tax" equals 6.4 percent of aternative minimum taxable income after
subtracting the exemption amount determined under subdivision 3.

(d) "Regular tax" meansthe tax that would be imposed under this chapter (without regard to this
section and section 290.032), reduced by the sum of the nonrefundable credits allowed under this
chapter.

(e) "Net minimum tax" means the minimum tax imposed by this section.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 10. Minnesota Statutes 2008, section 290A.03, subdivision 15, as amended by Laws 2009,
chapter 12, article 1, section 10, is amended to read:

Subd. 15. Internal Revenue Code. "Internal Revenue Code" means the Internal Revenue Code
of 1986, as amended through Beeember31-2008 March 31, 2009.

EFFECTIVE DATE. This section is effective for property tax refunds based on property taxes
payable after December 31, 2009, and rent paid after December 31, 2008, and thereafter.

Sec. 11. Minnesota Statutes 2008, section 291.005, subdivision 1, as amended by Laws 2009,
chapter 12, article 1, section 11, is amended to read:
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Subdivision 1. Scope. Unless the context otherwise clearly requires, the following terms used
in this chapter shall have the following meanings:

(1) "Federa gross estate" means the gross estate of a decedent as valued and otherwise
determined for federal estate tax purposes by federal taxing authorities pursuant to the provisions
of the Internal Revenue Code.

(2) "Minnesota gross estate” means the federal gross estate of a decedent after (a) excluding
therefrom any property included therein which has its situs outside Minnesota, and (b) including
therein any property omitted from the federal gross estate which is includable therein, has its situs
in Minnesota, and was not disclosed to federal taxing authorities.

(3) "Personal representative” means the executor, administrator or other person appointed
by the court to administer and dispose of the property of the decedent. If there is no executor,
administrator or other person appointed, qualified, and acting within this state, then any person in
actual or constructive possession of any property having a situs in this state which isincluded in
the federal gross estate of the decedent shall be deemed to be a personal representative to the extent
of the property and the Minnesota estate tax due with respect to the property.

(4) "Resident decedent” means an individual whose domicile at the time of death was in
Minnesota.

(5) "Nonresident decedent” means an individual whose domicile at the time of death wasnot in
Minnesota.

(6) "Situs of property" means, with respect to real property, the state or country in which it is
located; with respect to tangible personal property, the state or country in which it was normally
kept or located at the time of the decedent's death; and with respect to intangible personal property,
the state or country in which the decedent was domiciled at death.

(7) "Commissioner" means the commissioner of revenue or any person to whom the
commissioner has delegated functions under this chapter.

(8) "Internal Revenue Code" means the United States Internal Revenue Code of 1986, as
amended through Becember-31,-2008 March 31, 20009.

(9) "Minnesota adjusted taxable estate” means federal adjusted taxable estate as defined by
section 2011(b)(3) of the Internal Revenue Code, increased by the amount of deduction for state
death taxes allowed under section 2058 of the Internal Revenue Code.

EFFECTIVE DATE. This section is effective the day following final enactment, except the
changesincorporated by federal changes are effective at the same time asthe changes were effective
for federal purposes.

ARTICLE 3
SALES AND EXCISE TAXES
Section 1. Minnesota Statutes 2008, section 297A.64, subdivision 2, is amended to read:

Subd. 2. Fee imposed. (a) A fee equal to five percent of the sales price isimposed on leases or
rentals of vehicles subject to the tax under subdivision 1. The lessor on the invoice to the customer
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may designate the fee as"afeeimposed by the State of Minnesotafor the registration of rental cars.”

(b) The provisions of this subdivision do not apply to the vehicles of a nonprofit corporation or
similar entity, consisting of individual or group members who pay the organization for the use of a
motor vehicle, if the organization:

(1) owns or leases a fleet of vehicles of the type subject to the tax under subdivision 1 that are
available to its members for use, priced on the basis of intervals of one hour or less;

(2) parks its vehicles at unstaffed, self-service locations that are accessible at any time of the
day;

(3) maintains its vehicles, insures its vehicles on behalf of its members, and purchases fuel for
its fleet; and

(4) does not charge usage rates that decline on a per unit basis, whether specified based on
distance or time.

EFFECTIVE DATE. This section is effective July 1, 2009, and applies to registrations made
or renewed on or after that date.

Sec. 2. Minnesota Statutes 2008, section 297A.66, is amended by adding a subdivision to read:

Subd. 4a. Solicitor. (a) "Solicitor,” for purposes of subdivision 1, paragraph (), means a
person, whether an independent contractor or other representative, who directly or indirectly
solicits business for the retailer.

(b) A retailer is presumed to have a solicitor in this state if it enters into an agreement with
aresident under which the resident, for a commission or other consideration, directly or indirectly
referspotential customers, whether by alink on an Internet Web site, or otherwise, to the seller. This
paragraph only appliesif the total gross receipts from sales to customers located in the state who
were referred to the retailer by al residents with this type of agreement with the retailer is at least
$10,000 in the 12-month period ending on the last day of the most recent calendar quarter before
the calendar quarter in which the sale is made.

(c) The presumption under paragraph (b) may be rebutted by proof that the resident with whom
the seller has an agreement did not engage in any solicitation in the state on behalf of theretailer that
would satisfy the nexus requirement of the United States Constitution during the 12-month period
in question. Nothing in this section shall be construed to narrow the scope of the terms affiliate,
agent, salesperson, canvasser, or other representative for purposes of subdivision 1, paragraph (a).

(d) For purposes of this paragraph, "resident” includes an individual who is a resident of this
state, as defined in section 290.01, or a business that owns tangible personal property located in this
state or has one or more employees providing services for it in this state.

EFFECTIVE DATE. Thissectioniseffectivefor salesand purchases made after June 30, 2009.
Sec. 3. Minnesota Statutes 2008, section 297A.68, subdivision 5, is amended to read:

Subd. 5. Capital equipment. (a) Capital equipment is exempt. Fhe-tax+rustbe-Hnpesed-and
" oo it o I . 62_gibeivis , lieel_and.t! undedintl
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"Capital equipment” means machinery and equipment purchased or leased, and used in this state
by the purchaser or lessee primarily for manufacturing, fabricating, mining, or refining tangible
personal property to be sold ultimately at retail if the machinery and equipment are essential to the
integrated production process of manufacturing, fabricating, mining, or refining. Capital equipment
also includes machinery and equipment used primarily to electronically transmit results retrieved
by a customer of an online computerized data retrieval system.

(b) Capital equipment includes, but is not limited to:
(1) machinery and equipment used to operate, control, or regulate the production equipment;

(2) machinery and equipment used for research and development, design, quality control, and
testing activities;

(3) environmental control devices that are used to maintain conditions such as temperature,
humidity, light, or air pressure when those conditions are essential to and are part of the production
process,

(4) materials and supplies used to construct and install machinery or equipment;

(5) repair and replacement parts, including accessories, whether purchased as spare parts, repair
parts, or as upgrades or modifications to machinery or equipment;

(6) materials used for foundations that support machinery or equipment;

(7) materials used to construct and install specia purpose buildings used in the production
process,

(8) ready-mixed concrete equipment in which the ready-mixed concrete is mixed as part of the
delivery process regardless if mounted on a chassis, repair parts for ready-mixed concrete trucks,
and leases of ready-mixed concrete trucks; and

(9) machinery or equipment used for research, development, design, or production of computer
software.

(c) Capital equipment does not include the following:

(1) motor vehicles taxed under chapter 297B;

(2) machinery or equipment used to receive or store raw materials;

(3) building materials, except for materials included in paragraph (b), clauses (6) and (7);

(4) machinery or equipment used for nonproduction purposes, including, but not limited to,
the following: plant security, fire prevention, first aid, and hospital stations; support operations
or administration; pollution control; and plant cleaning, disposal of scrap and waste, plant
communications, space heating, cooling, lighting, or safety;

(5) farm machinery and aquaculture production equipment as defined by section 297A.61,
subdivisions 12 and 13;

(6) machinery or equipment purchased and installed by a contractor as part of an improvement
to real property;
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(7) machinery and equipment used by restaurants in the furnishing, preparing, or serving of
prepared foods as defined in section 297A.61, subdivision 31;

(8) machinery and equipment used to furnish the serviceslisted in section 297A.61, subdivision
3, paragraph (g), clause (6), items (i) to (vi) and (viii);

(9) machinery or equipment used in the transportation, transmission, or distribution of
petroleum, liquefied gas, natural gas, water, or steam, in, by, or through pipes, lines, tanks, mains, or
other means of transporting those products. This clause does not apply to machinery or equipment
used to blend petroleum or biodiesel fuel as defined in section 239.77; or

(10) any other item that is not essential to the integrated process of manufacturing, fabricating,
mining, or refining.

(d) For purposes of this subdivision:

(2) "Equipment" means independent devices or tools separate from machinery but essential to
an integrated production process, including computers and computer software, used in operating,
controlling, or regulating machinery and equipment; and any subunit or assembly comprising a
component of any machinery or accessory or attachment parts of machinery, such as toals, dies,
jigs, patterns, and molds.

(2) "Fabricating” means to make, build, create, produce, or assemble components or property to
work in anew or different manner.

(3) "Integrated production process’ means a process or series of operations through which
tangible persona property is manufactured, fabricated, mined, or refined. For purposes of this
clause, (i) manufacturing begins with the removal of raw materials from inventory and ends when
the last process prior to loading for shipment has been completed; (ii) fabricating begins with the
removal from storage or inventory of the property to be assembled, processed, atered, or modified
and ends with the creation or production of the new or changed product; (iii) mining begins with
the remova of overburden from the site of the ores, minerals, stone, peat deposit, or surface
materials and ends when the last process before stockpiling is completed; and (iv) refining begins
with the removal from inventory or storage of a natural resource and ends with the conversion of
the item to its completed form.

(4) "Machinery" means mechanical, electronic, or electrical devices, including computers
and computer software, that are purchased or constructed to be used for the activities set forth in
paragraph (a), beginning with the removal of raw materials from inventory through completion of
the product, including packaging of the product.

(5) "Machinery and equipment used for pollution control" means machinery and equipment used
solely to eliminate, prevent, or reduce pollution resulting from an activity described in paragraph

(a).

(6) "Manufacturing" means an operation or series of operationswhereraw materialsare changed
in form, composition, or condition by machinery and equipment and which resultsin the production
of anew article of tangible personal property. For purposes of this subdivision, "manufacturing"
includes the generation of electricity or steam to be sold at retail.

(7) "Mining" means the extraction of minerals, ores, stone, or pest.
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(8) "Online data retrieval system" means a system whose cumulation of information is equally
available and accessible to all its customers.

(9) "Primarily" means machinery and equipment used 50 percent or more of the time in an
activity described in paragraph (a).

(10) "Refining" meansthe process of converting anatural resource to an intermediate or finished
product, including the treatment of water to be sold at retail.

(11) This subdivision does not apply to telecommunications equipment as provided in
subdivision 35, and does not apply to wire, cable, fiber, poles, or conduit for telecommunications
Services.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2009.

Sec. 4. Minnesota Statutes 2008, section 297A.75, subdivision 1, is amended to read:

Subdivision 1. Tax collected. Thetax on the gross receipts from the sal e of the following exempt
items must be imposed and collected asif the sale were taxable and the rate under section 297A.62,
subdivision 1, applied. The exempt items include:

(1)-capial-equiprment-exempt-undersection297A-68,-subdivsion-5;-

2 building materials for an agricultural processing facility exempt under section 297A.71,
subdivision 13;

£3) (2) building materials for mineral production facilities exempt under section 297A.71,
subdivision 14;

{4} (3) building materials for correctional facilities under section 297A.71, subdivision 3;

5} (4) building materials used in a residence for disabled veterans exempt under section
297A.71, subdivision 11;

{6)-(5) elevators and building materials exempt under section 297A.71, subdivision 12,

{A-(6) building materialsfor the L ong L ake Conservation Center exempt under section 297A.71,
subdivision 17;

£9) (7) materials and supplies for qualified low-income housing under section 297A.71,
subdivision 23;

6} (8) materials, supplies, and equipment for municipal electric utility facilities under section
297A.71, subdivision 35;

1) (9) equipment and materials used for the generation, transmission, and distribution of
electrical energy and an aerial camera package exempt under section 297A.68, subdivision 37; and

2 (10) tangible personal property and taxable services and construction materials, supplies,
and equipment exempt under section 297A.68, subdivision 41+
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{3} commtertatvehiele-anerepal-parts-tndersection297A-70—sdbdivision-3—ehadse -
ahd

(H4Hmaterialsrsupphies-and-eguipmentferconstruction-erimprovermentef-prejectsangfacHities
wnder-section297A-71—subdivision-40.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2009.

Sec. 5. Minnesota Statutes 2008, section 297A.75, subdivision 2, is amended to read:

Subd. 2. Refund; eligible persons. Upon application on forms prescribed by the commissioner,
arefund equal to the tax paid on the gross receipts of the exempt items must be paid to the applicant.
Only the following persons may apply for the refund:

(2) for subdivision 1, clauses (1) te+3} and (2), the applicant must be the purchaser;

(2) for subdivision 1, clauses {4)y—#-(3) and {8)- (6), the applicant must be the governmental
subdivision;

(3) for subdivision 1, clause{5}-(4), the applicant must be the recipient of the benefits provided
in United States Code, title 38, chapter 21;

(4) for subdivision 1, clause{6)-(5), the applicant must be the owner of the homestead property;
(5) for subdivision 1, clause{9)-(7), the owner of the qualified low-income housing project;

(6) for subdivision 1, clause{26)-(8), the applicant must be amunicipal electric utility or ajoint
venture of municipal electric utilities; and

(7) for subdivision 1, clauses{31)-(9) and {32} (10), the owner of the qualifying business-and
ow (8)-For Subd“'? enli EIE‘H.SES (}3? E".I'd. (1. Hthe-apphicant-fustbe-the-governmenta-entity-that

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2009.

Sec. 6. Minnesota Statutes 2008, section 297A.75, subdivision 3, is amended to read:

Subd. 3. Application. (a) The application must include sufficient information to permit the
commissioner to verify the tax paid. If the tax was paid by a contractor, subcontractor, or builder,
under subdivision 1, clause (3), (4), (5), (6), (7), (8), (9), (10), (11), or (12), A3)-er{34); the
contractor, subcontractor, or builder must furnish to the refund applicant a statement including the
cost of the exempt items and the taxes paid on the items unless otherwise specifically provided
by this subdivision. The provisions of sections 289A.40 and 289A.50 apply to refunds under this
section.

(byAn-appheantrmay-retfiemere than-twe-appHeationspercalendaryrear-forrefundsfertaxes
paid-on-capHal-eguiprment-exemptunderseetion297A-68sdbdivision-5-

{€) Total refunds for purchases of items in section 297A.71, subdivision 40, must not exceed
$5,000,000 infiscal years 2010 and 2011. Applicationsfor refundsfor purchases of itemsin sections
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297A.70, subdivision 3, paragraph (a), clause (11), and 297A.71, subdivision 40, must not be filed
until after June 30, 2009.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2009.

Sec. 7. Laws 1986, chapter 400, section 44, as amended by Laws 1995, chapter 264, article 2,
section 39, is amended to read:

Sec. 44. DOWNTOWN TAXING AREA.

If a bill is enacted into law in the 1986 legidative session which authorizes the city of
Minneapolis to issue bonds and expend certain funds including taxes to finance the acquisition and
betterment of a convention center and related facilities, which authorizes certain taxes to be levied
in a downtown taxing area, then, notwithstanding the provisions of that law "downtown taxing
area’ shall mean the geographic area bounded by the portion of the Mississippi River between
1-35W and Washington Avenue, the portion of Washington Avenue between the river and 1-35W,
the portion of 1-35W between Washington Avenue and 8th Street South, the portion of 8th Street
South between 1-35W and Portland Avenue South, the portion of Portland Avenue South between
8th Street South and 1-94, the portion of 1-94 from the intersection of Portland Avenue South to
the intersection of 1-94 and the Burlington Northern Railroad tracks, the portion of the Burlington
Northern Railroad tracks from 1-94 to Main Street and including Nicollet Island, and the portion
of Main Street to Hennepin Avenue and the portion of Hennepin Avenue between Main Street and
2nd Street S.E., and the portion of 2nd Street S.E. between Main Street and Bank Street, and the
portion of Bank Street between 2nd Street S.E. and University Avenue S.E., and the portion of
University Avenue S.E. between Bank Street and 1-35W, and by 1-35W from University Avenue
S.E., to the river. The downtown taxing area excludes the area bounded on the south and west by
Oak Grove Street, on the east by Spruce Place, and on the north by West 15th Street. The downtown
taxing area also excludes any property located in a zone that is contained in chapter 546 of the
Minneapolis Zoning Code of Ordinances, on which arestaurant or liquor establishment is operated.

EFFECTIVE DATE. Thissection is effective for sales made after July 31, 2012, provided that
the proceeds of the tax collected between July 1, 2009, and July 31, 2012, by arestaurant or liquor
establishment that is excluded from the downtown taxing area by this section, when collected by
the commissioner of revenue, shall be deposited in the general fund of the state treasury.

Sec. 8. Laws 1991, chapter 291, article 8, section 27, subdivision 3, as amended by Laws 1998,
chapter 389, article 8, section 28, and Laws 2008, chapter 366, article 7, section 9, is amended to
read:

Subd. 3. Use of revenues. Revenuesreceived from taxes authorized by subdivisions 1 and 2 shall
be used by the city to pay the cost of collecting the tax and to pay all or aportion of the expenses of
constructing and improving facilitiesas part of an urban revitalization project in downtown Mankato
known as Riverfront 2000. Authorized expenses include, but are not limited to, acquiring property
and paying relocation expenses related to the devel opment of Riverfront 2000 and related facilities,
and securing or paying debt service on bonds or other obligationsissued to finance the construction
of Riverfront 2000 and related facilities. For purposes of this section, "Riverfront 2000 and related
facilities' means a civic-convention center, an arena, a riverfront park, a technology center and
related educational facilities, and all publicly owned rea or personal property that the governing
body of the city determines will be necessary to facilitate the use of these facilities, including but
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not limited to parking, skyways, pedestrian bridges, lighting, and landscaping. It also includes the
performing arts theatre and the Southern Minnesota Women's Hockey Exposition Center, attached
to-the-Mankate-Civie-Centerfor use by Minnesota State University, Mankato.

EFFECTIVE DATE. This section is effective the day after the governing body of the city of
Mankato and itschief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions
2 and 3.

Sec. 9. Laws 1993, chapter 375, article 9, section 46, subdivision 2, as amended by Laws 1997,
chapter 231, article 7, section 40, and Laws 1998, chapter 389, article 8, section 30, and Laws 2003,
First Special Session chapter 21, article 8, section 13, and Laws 2005, First Special Session chapter
3, article 5, section 26, is amended to read:

Subd. 2. Use of revenues. Revenuesreceived from the tax authorized by subdivision 1 may only
be used by the city to pay the cost of collecting the tax, and to pay for the following projects or to
secure or pay any principal, premium, or interest on bonds issued in accordance with subdivision 3
for the following projects.

(a) Topay al or aportion of the capital expensesof construction, equipment and acquisition costs
for the expansion and remodeling of the St. Paul Civic Center complex, including the demalition of
the existing arena and the construction and equipping of a new arena.

(b) Except as provided in paragraphs (€) and (f), the remainder of the funds must be spent for:

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

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

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

(d) If in any year more than 40 percent of the revenue derived from the tax authorized by
subdivision 1 isused to pay debt service on the bondsissued for the purposes of paragraph (a) and to
fund areserve for the bonds, the amount of the debt service payment that exceeds 40 percent of the
revenue must be determined for that year. In any year when 40 percent of the revenue produced by
the sales tax exceeds the amount required to pay debt service on the bonds and to fund areserve for
the bonds under paragraph (a), the amount of the excess must be made available for capital projects
to further residential, cultural, commercial, and economic development in the neighborhoods and
downtown until the cumulative amounts determined for all years under the preceding sentence
have been made available under this sentence. The amount made available as reimbursement in
the preceding sentence is not included in the 60 percent determined under paragraph (c).

(e) In each of calendar years 2006—200+—2008—ane—2009 to 2014, revenue not to exceed
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$3,500,000 may be used to pay the principal of bonds issued for capital projects of the city. After
December 31, 2009 2014, revenue from the tax imposed under subdivision 1 may not be used for
this purpose.

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

EFFECTIVE DATE. This section is effective the day after the governing body of the city of
St. Paul and its chief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions
2 and 3.

Sec. 10. Laws 1993, chapter 375, article 9, section 46, is amended by adding a subdivision to
read:

Subd. 2a. Unexpended fundsand interest. Any interest from |oan repayments or returned funds
from revenues apportioned under subdivision 2, paragraph (b), clause (1), must be made available
only for projects qualifying under subdivision 2, paragraph (b), clause (1).

EFFECTIVE DATE. This section is effective the day after the governing body of the city of
St. Paul and its chief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions
2 and 3.

Sec. 11. Laws 1998, chapter 389, article 8, section 37, subdivision 1, is amended to read:

Subdivision 1. Requirement. Expenditures of revenues from the sales tax impaosed by the city
of St. Paul that are dedicated to neighborhood investments may be made only after review of the
proposals for expenditures by the citizen review panel described in this section. The panel must
ensure that the application process for all proposals is open, fair, and competitive. All proposals
must be reviewed by the panel prior to presentation of the proposal to the city council. The panel
must evaluate the proposals and provide a report to the city council that makes recommendations
regarding the proposed expenditures in rank order.

EFFECTIVE DATE. This section is effective the day after the governing body of the city of
St. Paul and its chief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions
2 and 3.

Sec. 12. Laws 2002, chapter 377, article 3, section 25, is amended to read:
Sec. 25. ROCHESTER LODGING TAX.

Subdivision 1. Authorization. Notwithstanding Minnesota Statutes, section 469.190 or
477A.016, or any other law, the city of Rochester may impose an additional tax of one percent
on the gross receipts from the furnishing for consideration of lodging at a hotel, motel, rooming
house, tourist court, or resort, other than the renting or leasing of it for a continuous period of 30
days or more.

Subd. 1a. Authorization. Notwithstanding Minnesota Statutes, section 469.190 or 477A.016,
or any other law, and in addition to the tax authorized by subdivision 1, the city of Rochester may
impose an additional tax of one percent on the gross receipts from the furnishing for consideration
of lodging at ahotel, motel, rooming house, tourist court, or resort, other than the renting or leasing
of it for a continuous period of 30 days or more only upon approval of the city governing body of a
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total financial package for the project.

Subd. 2. Disposition of proceeds. (a) The gross proceeds from any the tax imposed under
subdivision 1 must be used by the city to fund alocal convention or tourism bureau for the purpose
of marketing and promoting the city as a tourist or convention center.

(b) The gross proceeds from the one percent tax imposed under subdivision 1a shall be used to
pay for: (1) construction, renovation, improvement, and expansion of the Mayo Civic Center and
related skyway access, lighting, or landscaping; and (2) for payment of any principal, interest, or
premium on bonds issued to finance the Mayo Civic Center Complex.

Subd. 3. Expiration of taxing authority. The authority of the city to impose a tax under
subdivision lashall expire when the principal and interest on any bonds or other obligationsissued
to finance the Mayo Civic Center Complex and related skyway access, lighting, or landscaping
described by the design grant authorized pursuant to Laws 2008, chapter 179, section 21,
subdivision 12, have been paid or at an earlier time as the city shall, by ordinance, determine.

EFFECTIVE DATE. This section is effective the day after the governing body of the city
of Rochester and its chief clerical officer comply with Minnesota Statutes, section 645.021,
subdivisions 2 and 3.

Sec. 13. Laws 2006, chapter 259, article 3, section 12, subdivision 3, is amended to read:

Subd. 3. Use of revenues. Revenues received from the taxes authorized by subdivisions 1 and
2 must be used to pay all or part of the capital costs of transportation projects included in the
2004 U.S. Highway 14-Owatonna Beltline Study by the Minnesota Department of Transportation,
Steele County, and the city of Owatonna; regional parks and trail developments; and the West Hills
complex, including thefirehall, and library improvement projects; as described in the city resolution
No. 4-06, Exhibit A, as adopted by the city on January 17, 2006. Notwithstanding the specific
transportation projects described in city resolution No. 4-06, Exhibit A, the city may transfer up to
$1,500,000 of the sales and use tax revenues from the Alexander Street to 39th Avenue Southwest
project to the reconstruction of 18th Street Southwest from 24th Avenue Southwest to 39th Avenue
West. The amount paid from these revenues for transportation projects may not exceed $4,450,000
plus associated bond costs. The amount paid from these revenues for park and trail projects may not
exceed $5,400,000 plus associated bond costs. The amount paid from these revenues for West Hills
complex, fire hall, and library improvement projects may not exceed $2,823,000 plus associated
bond costs.

EFFECTIVE DATE. This section is effective the day after the governing body of the city of
Owatonna complies with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 14. Laws 2008, chapter 366, article 7, section 16, subdivision 3, is amended to read:

Subd. 3. Use of proceeds from authorized taxes. The proceeds of any tax imposed under
subdivisions 1 and 2 shall be used by the city to pay all or aportion of the expenses of operation and
maintenance of the Riverfront 2000 and related facilities, including a performing arts theatre and
the Southern Minnesota Women's Hockey Exposition Center, attachedte-the Markate-Civie-Center
for use by Minnesota State University, Mankato. Authorized expenses include securing or paying
debt service on bonds or other obligations issued to finance the construction of the facilities.

EFFECTIVE DATE. This section is effective the day after the governing body of the city of
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Mankato and itschief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions
2 and 3.

Sec. 15. Laws 2008, chapter 366, article 7, section 18, subdivision 2, is amended to read:

Subd. 2. Use of revenues. Revenues received from the tax authorized by subdivision 1 must be
used by Cook County to pay the costs of collecting the tax and to pay for the following projects:

(1) construction and, improvements, and additions to a-eeurty: community eeater centers and
public recreation area areas, including, but not limited to, improvements and additions to the

skateboard-park—hockey-rink—bal-ficlds—community—center-addition—county public parking area-
tennis-courts-and-aH-asseciated-Hnprovements areas, and

(2) construction of and improvements to the Grand Marais Public Library;

(3) construction and improvement of a countywide high-speed communications infrastructure
network; and

(4) construction and improvement of adistrict energy plant for public facilitiesin Grand Marais.

Authorized expenses include, but are not limited to, paying construction expenses related to these
improvements, and paying debt service on bonds or other obligations issued to finance acquisition
and construction of these improvements. The total amount of revenues from the taxesin subdivision
1 that may be used to fund these proj ectsis $34,0008,000 $20,000,000 plus any associated bond costs.

EFFECTIVE DATE. Thissectioniseffective the day after the governing body of Cook County
and itschief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions2 and 3.

Sec. 16. Laws 2008, chapter 366, article 7, section 18, subdivision 3, is amended to read:

Subd. 3. Bonding authority. Cook County may issue bonds under Minnesota Statutes, chapter
475, to pay capital and administrative expenses for the projects authorized in subdivision 2, in an
amount that does not exceed $34;0800,000 $20,000,000. An election to approve the bonds under
Minnesota Statutes, section 475.58, is not required. The issuance of bonds under this subdivisionis
not subject to Minnesota Statutes, sections 275.60 and 275.61. The debt represented by the bondsis
not included in computing any debt limitation applicable to the county, and any levy of taxes under
Minnesota Statutes, section 475.61, to pay principal and interest on the bonds is not subject to any
levy limitation.

EFFECTIVE DATE. Thissectioniseffective the day after the governing body of Cook County
and itschief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions2 and 3.

Sec. 17. ROCHESTER FOOD AND BEVERAGE TAX.

Subdivision 1. Authorization. Notwithstanding Minnesota Statutes, section 477A.016, or any
other law or charter provision, the city of Rochester may impose atax of one percent on the gross
receipts on all sales of food and beverages by restaurants and places of refreshment, as defined
by resolution of the city, that occur in the city. For purposes of this section, "food and beverages'
include retail on-sale of intoxicating liquor and fermented malt beverages.

Subd. 2. Use of proceeds. The proceeds of this tax shall be used for: (1) paying the cost of
collection; (2) to pay for construction, renovation, improvement, and expansion of the Mayo Civic
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Center Complex and related skyway access, lighting, or landscaping; and (3) for payment of any
principal, interest, or premium on bonds issued to finance the Mayo Civic Center Complex.

Subd. 3. Imposition of the tax. The tax under this section may only be imposed upon approval
of the city governing body of atotal financing package for the project.

Subd. 4. Expiration of taxing authority. The authority granted under subdivision 1 tothecity to
impose a one percent tax on food and beverages shall expire when the principal and interest on any
bonds or other obligations issued to finance the Mayo Civic Center Complex and related skyway
access, lighting, or landscaping described by the design grant authorized pursuant to Laws 2008,
chapter 179, section 21, subdivision 12, have been paid or at an earlier time as the city shall, by
ordinance, determine.

EFFECTIVE DATE. This section is effective the day after the governing body of the city
of Rochester and its chief clerica officer comply with Minnesota Statutes, section 645.021,
subdivisions 2 and 3, and upon approval of the city governing body of atotal financing package to
renovate, improve, or expand the Mayo Civic Center Complex.

ARTICLE 4
PROPERTY TAXES
Section 1. Minnesota Statutes 2008, section 123B.10, subdivision 1, is amended to read:

Subdivision 1. Budgets; form of notification. (a) Every board must publish revenue and
expenditure budgets for the current year and the actual revenues, expenditures, fund balances
for the prior year and projected fund balances for the current year in a form prescribed by the
commissioner within one week of the acceptance of the final audit by the board, or November 30,
whichever is earlier. The forms prescribed must be designed so that year to year comparisons of
revenue, expenditures and fund balances can be made.

(b) A school board annually must notify the public of its revenue, expenditures, fund balances,
and other rel evant budget mformatl on. The board mustmel—ude—the—budget—w#e%ettken-mﬂ-ted-by
FiRg:- post the materials
in a conspicuous place on the dlstrlct S off|C|aI Web S|te incl ud| ng a link to the district's school
report card on the Department of Education's Web site, and publish the information in a qualified
newspaper of general circulation in the district.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 2. Minnesota Statutes 2008, section 124D.4531, is amended by adding a subdivision to
read:

Subd. 5. Allocation from districts participating in agreements for secondary education or
interdistrict cooper ation. For purposesof thissection, adistrict with acareer and technical program
approved under this section that participates in an agreement under section 123A.30 or 123A.32
must allocate its levy authority under this section among participating districts.

EFFECTIVE DATE. This section is effective retroactively for taxes payable in 2008.

Sec. 3. Minnesota Statutes 2008, section 126C.01, subdivision 3, is amended to read:



38TH DAY] WEDNESDAY, APRIL 22, 2009 2521

Subd. 3. Referendum market value. "Referendum market value" means the market value of
all taxable property, excluding property classified as class 2-neneommereia-4e(d)-er4e(4) under
section 273.13. The portion of class 2a property consisting of the house, garage, and surrounding
one acre of land of an agricultural homestead is included in referendum market value. Any class of
property, or any portion of aclassof property, that isincluded in the definition of referendum market
value and that has a class rate of lessthan one percent under section 273.13 shall have areferendum
market value equal to its net tax capacity multiplied by 100.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 4. Minnesota Statutes 2008, section 126C.41, subdivision 2, is amended to read:

Subd. 2. Retired employee health benefits. A district may levy an amount up to the amount the
district is required by the collective bargaining agreement in effect on March 30, 1992, to pay for
health insurance or unreimbursed medical expenses for licensed and nonlicensed employees who
have terminated services in the employing district and withdrawn from active teaching service or
other active service, as applicable, either (1) before July 1, 1992, or (2) before July 1, 1998, but for
employees retiring after June 30, 1992, and before July 1, 1998, only if a sunset clauseisin effect
for the current collective bargaining agreement. The total amount of the levy each year may not
exceed $600,000.

Sec. 5. Minnesota Statutes 2008, section 144F.01, subdivision 3, is amended to read:

Subd. 3. Board. The specia taxing district under this section is governed by a board made up
initially of representatives of each participating political subdivision in the proportions set out in the
establishing resol ution, subject to changeas provided in thedistrict'scharter, if any, or inthedistrict's
bylaws. If atownship statesin its resolution that |ess than the entire township will participate in the
district, the partial townships shall be represented on the board by only one member, appointed
from among those townships so participating. The method for appointment shall be governed by
the bylaws of the district's joint powers agreement. Each participant's representative serves at the
pleasure of that participant's governing body or bodies.

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

Sec. 6. Minnesota Statutes 2008, section 272.02, subdivision 7, is amended to read:

Subd. 7. Institutions of public charity. (a) Ingtitutions of purely public charity that are exempt
from federal income taxation under section 501(c)(3) of the Internal Revenue Code are exempt-
if they meet the requirements of this subdivision. In determining whether real property is exempt
under this subdivision, the following factors must be considered:

(1) whether the stated purpose of the undertaking is to be helpful to others without immediate
expectation of material reward;

(2) whether the institution of public charity is supported by material donations, gifts, or
government grants for services to the public in whole or in part;

(3) whether a material number of the recipients of the charity receive benefits or services at
reduced or no cost, or whether the organization provides services to the public that alleviate burdens
or responsibilities that would otherwise be borne by the government;
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(4) if income received, including material gifts and donations, that produces a profit to the
charitable institution is not distributed to private interests;

(5) whether the beneficiaries of the charity are restricted or unrestricted, and, if restricted,
whether the class of persons to whom the charity is made available is one having a reasonable
relationship to the charitable objectives; and

(6) whether dividends, in form or substance, or assets upon dissolution, are available to private
interests.

A charitable organization must satisfy the factors in clauses (1) to (6) for its property to be
exempt under this subdivision, unless there is a compelling factual reason for failing to meet the
factorsin clause (2), (3), or (5). If thereisacompelling factual reason for failing to meet the factors
in clause (2), (3), or (5), an organization is a purely public charity under this subdivision without
meeting those factors.

After an exemption is properly granted under this subdivision, it will remain in effect unless
there is a material change in facts.

(b) For purposes of this subdivision, a grant is a written instrument or electronic document
defining alegal relationship between a granting agency and a grantee when the principal purpose of
the relationship is to transfer cash or something of value to the grantee to support a public purpose
authorized by law in a general manner instead of acquiring by professional or technical contract,
purchase, lease, or barter property or services for the direct benefit or use of the granting agency.

(c) In determining whether rental housing property qualifies for exemption under this
subdivision, the following are not gifts or donations to the owner of the rental housing:

(2) rent assistance provided by the government to or on behalf of tenants; and

(2) financing assistance or tax credits provided by the government to the owner on condition that
specific units or a specific quantity of units be set aside for persons or families with certain income
characteristics.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 7. Minnesota Statutes 2008, section 272.02, subdivision 10, is amended to read:

Subd. 10. Personal property used for pollution control. Personal property used primarily for
the abatement and control of air, water, or land pollution is exempt to the extent that it is so used,
and real property is exempt if it is used primarily for abatement and control of air, water, or land
pollution aspart of an agricultural operation, asapart of acentralized treatment and recovery facility
operating under a permit issued by the Minnesota Pollution Control Agency pursuant to chapters
115 and 116 and Minnesota Rules, parts 7001.0500 to 7001.0730, and 7045.0020 to 7045.1260,
as awastewater treatment facility and for the treatment, recovery, and stabilization of metals, ails,
chemicals, water, dudges, or inorganic materials from hazardous industrial wastes, or as part of an
electric generation system. For purposes of this subdivision, persona property includes ponderous
machinery and equipment used in abusinessor production activity that at common law is considered
real property.

Any taxpayer requesting exemption of all or a portion of any real property or any equipment or
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device, or part thereof, operated primarily for the control or abatement of air, water, or land pollution
shall file an application with the commissioner of revenue. The Minnesota Pollution Control Agency
shall upon request of the commissioner furnish information and advice to the commissioner.

The information and advice furnished by the Minnesota Pollution Control Agency must
include statements as to whether the equipment, device, or real property meets a standard, rule,
criteria, guideline, policy, or order of the Minnesota Pollution Control Agency, and whether the
equipment, device, or real property isinstalled or operated in accordance with it. In the case of an
exemption requested under this subdivision for personal property at an electric generation facility,
the commissioner must submit the advice provided by the Minnesota Pollution Control Agency to
the municipality and the county in which the property is located for their approval. If the county
and municipality do not submit their approval or disapproval to the commissioner within 90 days,
the exemption is deemed to be approved. On determining that property qualifies for exemption,
the commissioner shall issue an order exempting the property from taxation. The equipment,
device, or real property shall continue to be exempt from taxation as long as the order issued by the
commissioner remains in effect.

Sec. 8. Minnesota Statutes 2008, section 272.02, subdivision 86, is amended to read:

Subd. 86. Apprenticeship training facilities. All or aportion of abuilding used exclusively for
a state-approved apprenticeship program through the Department of Labor and Industry is exempt
if (1) it is owned and-eperated by a nonprofit eerperatior organization or a nonprofit trust, and
operated by a nonprofit organization or a nonprofit trust, (2) the program participants receive no
compensation, and (3) it islocated in the Minneapolisand St. Paul standard metropolitan statistical
area as determined by the 2000 federal census or in a city outside the Minneapolis and St. Paul
standard metropolitan statistical areathat has a population of 7,500 or greater according to the most
recent federal census. This exemption deesret-Haetude includes up to one acre of the land on which
thebuilding islocated and associated parking areas on that land. If aparking areaassociated with the
facility is used for the purposes of the facility and for other purposes, a portion of the parking area
shall be exempt in proportion to the square footage of thefacility used for purposes of apprenticeship
training.

EFFECTIVE DATE. This section is effective for assessment year 2009, for taxes payable in
2010, and thereafter.

Sec. 9. Minnesota Statutes 2008, section 272.02, is amended by adding a subdivision to read:

Subd. 90. Electric generation facility; personal property. Notwithstanding subdivision 9,
clause (a), attached machinery and other personal property which is part of an electric generation
facility that exceeds 150 megawatts of installed capacity, does not exceed 780 megawatts of
summer capacity, and that meets the requirements of this subdivision is exempt. At the time of
construction, the facility must:

(1) be designed to utilize natural gas as a primary fuel;

(2) not be owned by a public utility as defined in section 216B.02, subdivision 4;

(3) be located within five miles of at least two interstate natural gas pipelines;

(4) be located within one mile of an existing electrical transmission substation with operating
alternating current voltages including each of 115 kV, 345kV, and 500 kV;
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(5) be designed to provide electrical capacity, energy, and ancillary services and have satisfied
al of the requirements under section 216B.243; and

(6) have executed an interconnection agreement with the Midwest Independent System Operator
that does not require the acquisition of more than one mile of new electric transmission right-of-way
within the county where the property is located.

Construction of the facility must be commenced after March 1, 2010, and before March 1, 2014.
Property eligiblefor thisexemption does not include €l ectric transmission lines and i nterconnections
or gas pipelines and interconnections appurtenant to the property or the facility.

EFFECTIVE DATE. Thissectioniseffectivefor assessment year 2009 and thereafter, for taxes
payable in 2010 and thereafter, subject to subdivision 92.

Sec. 10. Minnesota Statutes 2008, section 272.02, is amended by adding a subdivision to read:

Subd. 91. Electric generation facility; personal property. Notwithstanding subdivision 9,
clause (a), attached machinery and other personal property that is part of a smple-cycle electric
generation facility of more than 40 megawatts and less than 125 megawatts of installed capacity
and that meets the requirements of this subdivision is exempt. At the time of construction, the
facility must:

(1) utilize natural gas as a primary fuel;

(2) belocated within two miles of parallel existing 36-inch natural gas pipelines and an existing
115-kilovolt high-voltage electric transmission ling;

(3) be designed to provide peaking, emergency backup, or contingency services, and

(4) satisfy a resource deficiency identified in an approved integrated resource plan filed under
section 216B.2422.

Construction of the facility must be commenced after January 1, 2010, and before January
1, 2014. Property eligible for this exemption does not include electric transmission lines and
interconnections or gas pipelines and interconnections appurtenant to the property or the facility.

EFFECTIVE DATE. This section is effective for assessmentsin 2011, taxes payable in 2012,
and thereafter, subject to subdivision 92.

Sec. 11. Minnesota Statutes 2008, section 272.02, is amended by adding a subdivision to read:

Subd. 92. Phaseout of exemptions of personal property of electric generation facilities.
Notwithstanding any other law to the contrary, the exemptions provided under this section for the
attached machinery and other personal property of any electric generation facility will terminate as
provided in this subdivision. Each exemption granted to begin with the 2007 or later assessment
year will apply to the full value of the attached machinery and other personal property for three
assessment years; in the case of an exemption granted beginning with the 2006 or an earlier
assessment year, the full exemption is terminated beginning with the 2009 assessment year. For the
first assessment year after the full exemption isterminated, one-third of the value of the previously
exempted property will be subject to taxation, and an additional one-third will become taxable in
each of the two subsequent assessment years.
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EFFECTIVE DATE. This section is effective for assessments in 2009 and thereafter.

Sec. 12. Minnesota Statutes 2008, section 272.02, is amended by adding a subdivision to read:

Subd. 93. Elderly living facility. An elderly living facility is exempt from taxation if it meets
al of the following requirements:

(1) the facility consists of no more than 75 living units;

(2) the facility is located in acity of the first class with a population of more than 350,000;

(3) thefacility is owned and operated by anonprofit corporation organized under chapter 317A;

(4) the owner of the facility is an affiliate of entities that own and operate assisted living and
skilled nursing facilities that:

(i) are located across a street from the facility;

(ii) are adjacent to a church that is exempt from taxation under subdivision 6;

(iii) include a congregate dining program; and

(iv) provide assisted living or similar social and physical support;

(5) the residents of the facility must be:

(i) at least 62 years of age; or

(i) handicapped;

(6) at least 30 percent of the unitsin the facility are occupied by persons whose annual income
does not exceed 50 percent of median family income for the area; and

(7) before the effective date of this subdivision, the facility has received approval of street
vacation and land use applications from the city in which it is to be located.

Inthissubdivision, "affiliate" meansany entity directly or indirectly controlling or controlled by
or under direct or indirect common control with an entity, and "control” means the power to direct
management and policies through membership or ownership of voting securities.

The exemption provided in this subdivision applies to taxes levied in each year or partial year
of the term of the facility'sinitial permanent financing or 25 years, whichever islater.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 13. Minnesota Statutes 2008, section 272.02, is amended by adding a subdivision to read:

Subd. 94. Nursing homes. A nursing home licensed under section 144A.02 or a boarding care
home certified as a nursing facility under title 19 of the Social Security Act that is exempt from
federal income taxation pursuant to section 501(c)(3) of the Internal Revenue Code is exempt from
property taxation if the nursing home or boarding care home either:

(1) is certified to participate in the medical assistance program under title 19 of the Socia
Security Act; or
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(2) certifiesto the commissioner of revenuethat it doesnot dischargeresidentsdueto theinability
to pay.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.
Sec. 14. Minnesota Statutes 2008, section 272.02, is amended by adding a subdivision to read:

Subd. 95. Railroad wye connections. Any portion of arailroad wye connection, including the
track, ties, ballast, switch gear, and related improvements, is exempt if it meets all of the following:
(1) is publicly owned; (2) is funded, in whole or in part, by state grants; (3) is located within the
metropolitan area as defined in section 473.121, subdivision 2; (4) includes a single track segment
that is no longer than 2,500 feet in length; (5) connects intersecting rail lines; and (6) is constructed
after January 1, 2009.

EFFECTIVE DATE. Thissectioniseffectivefor assessment year 2009 and thereafter, for taxes
payable in 2010 and thereafter.

Sec. 15. Minnesota Statutes 2008, section 272.0213, is amended to read:
272.0213 LEASED SEASONAL-RECREATIONAL LAND.

A-ceunty-board-may-eleet-byreselution:te Qualified lands, as defined in this section, are exempt
from taxation, including an exemption from the tax under section 273.19-guatfiecHands. "Qualified

lands" for purposes of this section means property that:

(1) isowned by a county, city, town, the state, or the federal governments; and

(2) is rented by the entity for noncommercial seasonal-recreational or noncommercial
seasonal-recreational residential use-and

; o fioding 2y and : —
taxes-payable-ir2008.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 16. Minnesota Statutes 2008, section 273.113, subdivision 1, is amended to read:

Subdivision 1. Definition. For the purposes of this section, the following terms have the
meanings given to them:

(2) "prepesed bovinetubercul osis modified accredited zone" meansthe modified accredited zone
propesed designated by the Board of Animal Health under section 35.244; and

(2) "located within" means that the herd is kept in the area for at least a part of calendar year
2006, 2007, or 2008; and

(3) "anima" means cattle, bison, goats, and farmed cervidae.

EFFECTIVE DATE. Thissectioniseffectivefor property taxes payablein 2010 and thereafter.
Sec. 17. Minnesota Statutes 2008, section 273.113, subdivision 2, is amended to read:

Subd. 2. Eligibility; amount of credit. Agricultura and rura vacant land classified under
section 273.13, subdivision 23, located within a prepesed bovine tuberculosis modified accredited
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zone is eligible for a property tax credit equa to the preperty-tax greater of: (1) $5 per acre on
the pareel first 160 acres of the property where the herd had been |ocated—exelrudirg—any—tax
attributable-to-residential-struetdres:; or (2) an amount equal to $5 per acre times five acres times
the highest number of animals tested on the property for bovine tuberculosis in a whole-herd test
asreported by the Board of Animal Health in 2006, 2007, or 2008. The amount of the credit cannot
exceed the property tax payable on the property where the herd had been located, excluding any
tax attributable to residential structures. To begin to qualify for the tax credit, the owner shall file
an application with the county by December 1 of the levy year. The credit must be given for each
subsequent taxes payable year until the credit terminates under subdivision 4. The assessor shall
indicate the amount of the property tax reduction on the property tax statement of each taxpayer
receiving acredit under this section. The credit paid pursuant to this section shall be deducted from
the tax due on the property as provided in section 273.1393.

EFFECTIVE DATE. Thissectioniseffectivefor property taxes payablein 2010 and thereafter.

Sec. 18. Minnesota Statutes 2008, section 273.13, subdivision 24, is amended to read:

Subd. 24. Class 3. () Commercia and industrial property and utility real and personal property
is class 3a

(1) Except as otherwise provided, each parcel of commercial, industrial, or utility real property
hasaclassrate of 1.5 percent of thefirst tier of market value, and 2.0 percent of the remaining market
value. In the case of contiguous parcels of property owned by the same person or entity, only the
value equal to thefirst-tier value of the contiguous parcels qualifiesfor the reduced classrate, except
that contiguous parcels owned by the same person or entity shall be eligible for the first-tier value
class rate on each separate business operated by the owner of the property, provided the business
is housed in a separate structure. For the purposes of this subdivision, the first tier means the first
$150,000 of market value. Real property owned infee by autility for transmission line right-of-way
shall be classified at the class rate for the higher tier.

For purposes of this subdivision, parcels are considered to be contiguous even if they are
separated from each other by aroad, street, waterway, or other similar intervening type of property.
Connections between parcels that consist of power lines or pipelines do not cause the parcels to
be contiguous. Property owners who have contiguous parcels of property that constitute separate
businesses that may qualify for the first-tier class rate shall notify the assessor by July 1, for
treatment beginning in the following taxes payable year.

(2) AH-Personal property that is—( part of an electric generati on-transmission-erdistribution
system-erHY; including tools, implements, and machinery, has a class rate of 2.8 percent.

(3) Personal property that iseither: (i) part of apipeline system transporting or distributing water,
gas, crude oil, or petroleum products-ane-{H-ret-deseribed-r-elabse{3)-and-al; including tools,

implements, and machinery; or (ii) part of an electric transmission or distribution system, including
tools, implements, and machinery, has a class rate of 2.25 percent.

(4) Railroad operating property has a class rate as provided under ekause paragraph (1) for the
first tier of market value and the remaining market value. In the case of multiple parcels in one
county that are owned by one person or entity, only one first tier amount is eligible for the reduced
rate.
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the (5) Personal property consisting of mains and pi pes used in the dlstrlbutlon of steam or hot or

chilled water for heating or cooling buildings, has a class rate as provided under €lagse paragraph
(2) for the remaining market value in excess of the first tier.

(b) Employment property defined in section 469.166, during the period provided in section
469.170, shall constitute class 3b. The class rates for class 3b property are determined under

paragraph (a).

EFFECTIVE DATE. This section is effective for taxes levied in 2009, payable in 2010 and
thereafter.

Sec. 19. Minnesota Statutes 2008, section 273.13, subdivision 25, is amended to read:

Subd. 25. Class 4. (a) Class4aisresidential real estate containing four or more unitsand used or
held for use by the owner or by the tenants or lessees of the owner as aresidence for rental periods
of 30 days or more, excluding property qualifying for class 4d. Class 4a aso includes hospitals
licensed under sections 144.50 to 144.56, other than hospitals exempt under section 272.02, and
contiguous property used for hospital purposes, without regard to whether the property has been
platted or subdivided. The market value of class 4a property has a class rate of 1.25 percent.

(b) Class 4b includes:

(2) residential real estate containing less than four units that does not qualify as class 4bb, other
than seasonal residential recreational property;

(2) manufactured homes not classified under any other provision;

(3) adwelling, garage, and surrounding one acre of property on anonhomestead farm classified
under subdivision 23, paragraph (b) containing two or three units; and

(4) unimproved property that is classified residential as determined under subdivision 33.
The market value of class 4b property has a class rate of 1.25 percent.
(c) Class 4bb includes:

(1) nonhomestead residential real estate containing one unit, other than seasonal residential
recreational property; and

(2) asingle family dwelling, garage, and surrounding one acre of property on a nonhomestead
farm classified under subdivision 23, paragraph (b).

Class 4bb property has the same class rates as class 1a property under subdivision 22.

Property that has been classified as seasonal residential recreational property at any time during
which it has been owned by the current owner or spouse of the current owner does not qualify for
class 4bb.

(d) Class 4c property includes:
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(1) except as provided in subdivision 22, paragraph (c), or subdivision 23, paragraph (b),
clause (1), real and persona property devoted to temporary and seasonal residential occupancy
for recreation purposes, including real and personal property devoted to temporary and seasonal
residential occupancy for recreation purposes and not devoted to commercial purposes for more
than 250 days in the year preceding the year of assessment. For purposes of this clause, property
is devoted to a commercial purpose on a specific day if any portion of the property is used
for residential occupancy, and a fee is charged for residential occupancy. Class 4c property
must contain three or more rental units. A "rental unit”" is defined as a cabin, condominium,
townhouse, sleeping room, or individual camping site equipped with water and electrical hookups
for recreational vehicles. Except for property described in item (iii) below, class 4c property must
provide recreational activities such as renting ice fishing houses, boats and motors, snowmaobiles,
downhill or cross-country ski equipment; provide marina services, launch services, or guide
services; or sell bait and fishing tackle. A camping pad offered for rent by a property that otherwise
qualifies for class 4c is also class 4c regardless of the term of the rental agreement, as long as the
use of the camping pad does not exceed 250 days. In order for a property to be classified as class 4c,
seasonal residential recreational for commercial purposes under this clause, at least 40 percent of
the annual grosslodging receipts related to the property must be from business conducted during 90
consecutive days and either (i) at least 60 percent of all paid bookings by lodging guests during the
year must be for periods of at least two consecutive nights; e (ii) at least 20 percent of the annual
gross receipts must be from charges for rental of fish houses, boats and motors, snowmoabiles,
downhill or cross-country ski equipment, or charges for marina services, launch services, and guide
services, or the sale of bait and fishing tackle; or (iii) the property contains 20 or fewer rental units,
is devoted to temporary residential occupancy for no more than 250 days in the year, is located
in atownship or a city with a population of 2,500 or less, that is located outside the metropolitan
area as defined under section 473.121, subdivision 2, and that contains a portion of a state trall
administered by the Department of Natural Resources. For purposes of this determination, a paid
booking of five or more nights shall be counted as two bookings. Class 4c also includes commercial
use real property used exclusively for recreational purposes in conjunction with class 4c property
devoted to temporary and seasonal residential occupancy for recreational purposes, up to a total
of two acres, provided the property is not devoted to commercial recreational use for more than
250 days in the year preceding the year of assessment and is located within two miles of the class
4c property with which it is used. Owners of real and personal property devoted to temporary and
seasonal residential occupancy for recreation purposes and al or a portion of which was devoted
to commercia purposes for not more than 250 days in the year preceding the year of assessment
desiring classification as class 4c, must submit a declaration to the assessor designating the cabins
or units occupied for 250 days or less in the year preceding the year of assessment by January 15
of the assessment year. Those cabins or units and a proportionate share of the land on which they
are located must be designated class 4c as otherwise provided. The remainder of the cabins or units
and a proportionate share of the land on which they are located will be designated as class 3a. The
owner of property desiring designation as class 4c property must provide guest registers or other
records demonstrating that the units for which class 4c designation is sought were not occupied for
more than 250 days in the year preceding the assessment if so requested. The portion of a property
operated as a (1) restaurant, (2) bar, (3) gift shop, (4) conference center or meeting room, and (5)
other nonresidential facility operated on a commercial basis not directly related to temporary and
seasonal residential occupancy for recreation purposes does not qualify for class 4c;

(2) qualified property used as a golf courseiif:
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(i) it is open to the public on a daily fee basis. It may charge membership fees or dues, but a
membership fee may not be required in order to use the property for golfing, and its green fees for
golfing must be comparable to green fees typically charged by municipal courses; and

(i) it meets the requirements of section 273.112, subdivision 3, paragraph (d).

A structure used as a clubhouse, restaurant, or place of refreshment in conjunction with the golf
course is classified as class 3a property;

(3) rea property up to a maximum of three acres of land owned and used by a nonprofit
community service oriented organization and that is not used for residential purposes on either a
temporary or permanent basis, qualifies for class 4c provided that it meets either of the following:

(i) the property isnot used for arevenue-producing activity for morethan six daysin the calendar
year preceding the year of assessment; or

(ii) the organization makes annual charitable contributions and donations at least equal to the
property's previous year's property taxes and the property is alowed to be used for public and
community meetings or events for no charge, as appropriate to the size of the facility.

For purposes of this clause,

(A) "charitable contributions and donations" has the same meaning as lawful gambling purposes
under section 349.12, subdivision 25, excluding those purposes relating to the payment of taxes,
assessments, fees, auditing costs, and utility payments;

(B) "property taxes' excludes the state general tax;

(C) a "nonprofit community service oriented organization" means any corporation, society,
association, foundation, or institution organized and operated exclusively for charitable, religious,
fraternal, civic, or educational purposes, and which is exempt from federal income taxation
pursuant to section 501(c)(3), (10), or (19) of the Internal Revenue Code; and

(D) "revenue-producing activities" shall include but not be limited to property or that portion of
the property that is used as an on-sale intoxicating liquor or 3.2 percent malt liquor establishment
licensed under chapter 340A, arestaurant open to the public, bowling aley, aretail store, gambling
conducted by organizations licensed under chapter 349, an insurance business, or office or other
space leased or rented to a lessee who conducts a for-profit enterprise on the premises.

Any portion of the property qualifying under item (i) which is used for revenue-producing activities
for more than six days in the calendar year preceding the year of assessment shall be assessed as
class 3a. The use of the property for socia events open exclusively to members and their guests for
periods of less than 24 hours, when an admission is not charged nor any revenues are received by
the organization shall not be considered a revenue-producing activity.

The organization shall maintain records of its charitable contributions and donations and of
public meetings and events held on the property and make them available upon request any time
to the assessor to ensure eligibility. An organization meeting the requirement under item (ii) must
file an application by May 1 with the assessor for eligibility for the current year's assessment. The
commissioner shall prescribe a uniform application form and instructions;

(4) postsecondary student housing of not more than one acre of land that is owned by a nonprofit
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corporation organized under chapter 317A and isused exclusively by astudent cooperative, sorority,
or fraternity for on-campus housing or housing located within two miles of the border of a college
campus,

(5) manufactured home parks as defined in section 327.14, subdivision 3;

(6) rea property that is actively and exclusively devoted to indoor fitness, health, social,
recreational, and related uses, is owned and operated by a not-for-profit corporation, and is located
within the metropolitan area as defined in section 473.121, subdivision 2;

(7) aleased or privately owned noncommercial aircraft storage hangar not exempt under section
272.01, subdivision 2, and the land on which it is located, provided that:

(i) the land is on an airport owned or operated by a city, town, county, Metropolitan Airports
Commission, or group thereof; and

(ii) theland lease, or any ordinance or signed agreement restricting the use of the leased premise,
prohibits commercial activity performed at the hangar.

If ahangar classified under this clauseis sold after June 30, 2000, a bill of sale must be filed by
the new owner with the assessor of the county where the property is located within 60 days of the
sae

(8) a privately owned noncommercial aircraft storage hangar not exempt under section 272.01,
subdivision 2, and the land on which it is located, provided that:

(i) the land abuts a public airport; and

(ii) the owner of the aircraft storage hangar provides the assessor with a signed agreement
restricting the use of the premises, prohibiting commercial use or activity performed at the hangar;
and

(9) residential real estate, a portion of which is used by the owner for homestead purposes, and
that is also a place of lodging, if al of the following criteria are met:

(i) rooms are provided for rent to transient guests that generally stay for periods of 14 or fewer
days,

(if) meals are provided to persons who rent rooms, the cost of which isincorporated in the basic
room rate;

(iii) meals are not provided to the general public except for special events on fewer than seven
days in the calendar year preceding the year of the assessment; and

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

The market value subject to the 4c classification under this clause islimited to five rental units. Any
rental unitson the property in excess of five, must be valued and assessed as class 3a. The portion of
the property used for purposes of a homestead by the owner must be classified as class 1a property
under subdivision 22; and

(10) rea property up to a maximum of three acres and operated as a restaurant as defined
under section 157.15, subdivision 12, provided it: (A) islocated on alake as defined under section
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103G.005, subdivision 15, paragraph (@), clause (3); and (B) is either devoted to commercia
purposes for not more than 250 consecutive days, or receives at least 60 percent of its annual gross
receipts from business conducted during four consecutive months. Gross receipts from the sale of
alcoholic beverages must be included in determining the property's qualification under subitem
(B). The property's primary business must be as a restaurant and not as a bar. Gross receipts from
gift shop sales located on the premises must be excluded. Owners of real property desiring 4c
classification under this clause must submit an annual declaration to the assessor by February 1
of the current assessment year, based on the property's relevant information for the preceding
assessment year; and

(12) lakeshore and riparian property and adjacent land, not to exceed five acres, used asamarina,
as defined in section 86A.20, subdivision 5, which is made accessible to the public and devoted
to recreational use for marina services. Buildings used in conjunction with a marina for marina
services, including but not limited to buildings used to provide food and beverage services, fuel,
boat repairs, or the sale of bait or fishing tackle are classified as class 3a property.

Class 4c property has a class rate of 1.5 percent of market value, except that (i) each parcel of
seasonal residential recreational property not used for commercia purposes has the same classrates
as class 4bb property, (ii) manufactured home parks assessed under clause (5) have the same class
rate as class 4b property, (iii) commercial-use seasonal residential recreational property and marina
recreational land as described in clause (11), has a class rate of one percent for the first $500,000
of market value, and 1.25 percent for the remaining market value, (iv) the market value of property
described in clause (4) has a class rate of one percent, (v) the market value of property described in
clauses (2), (6), and (10) has a class rate of 1.25 percent, and (vi) that portion of the market value
of property in clause (9) qualifying for class 4c property has a class rate of 1.25 percent.

(e) Class 4d property is qualifying low-income rental housing certified to the assessor by the
Housing Finance Agency under section 273.128, subdivision 3. If only a portion of the unitsin the
building qualify as low-income rental housing units as certified under section 273.128, subdivision
3, only the proportion of qualifying unitsto thetotal number of unitsin the building qualify for class
4d. The remaining portion of the building shall be classified by the assessor based upon itsuse. Class
4d a'so includesthe same proportion of land asthe qualifying low-incomerental housing unitsareto
the total unitsin the building. For al properties qualifying as class 4d, the market value determined
by the assessor must be based on the normal approach to value using normal unrestricted rents.

Class 4d property has a class rate of 0.75 percent.

EFFECTIVE DATE. Thissection is effective for assessment year 2009, taxes payablein 2010,
and thereafter. For assessment year 2009 only, the January 15 application date under paragraph (d),
clause (1), is extended to July 1, 2009, for property initially qualifying for the 2009 assessment
under paragraph (d), clause (1), item (iii).

Sec. 20. Minnesota Statutes 2008, section 275.025, subdivision 1, is amended to read:

Subdivision 1. Levy amount. The state genera levy is levied against commercial-industrial

property and-seasenal-residential-recreationaproperty-as defined in this section. The state-general
+ewy-base-ameunt-1s-$592,000,000 tax is imposed for taxes payable in 2002 2010 and subsequent

years at the rate of the tax on commercial- mdustrlal property payable under this section |n 2006
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payrable-The tax under this section is not treated as alocal tax rate under section 469.177 and is not
the levy of a governmental unit under chapters 276A and 473F.

EFFECTIVE DATE. This section is effective for taxes payable in 2010.

Sec. 21. Minnesota Statutes 2008, section 275.025, subdivision 4, is amended to read:

Subd. 4. Apportionment and levy of state general tax. Nirety-fivepereent-ef The state
general tax must be levied by applying a untferm the rate determined under subdivision 1 to al

commermal mdustrlal tax capamty aﬁd—fwe—peFeent—ef—me—sta%e—geneFal—ta)emast—be—lewed—by

EFFECTIVE DATE. This section is effective for taxes payable 2010.

Sec. 22. Minnesota Statutes 2008, section 275.065, subdivision 1, is amended to read:

Subdivision 1. Proposed levy. (a) Notwithstanding any law or charter to the contrary, on or
before September 15, each taxing authority, other than a school district, shall adopt a proposed
budget and shall certify to the county auditor the proposed or, in the case of atown, thefinal property
tax levy for taxes payable in the following year.

(b) On or before September 30, each school district that has not mutually agreed with its home
county to extend this date shall certify to the county auditor the proposed property tax levy for taxes
payable in the following year. Each school district that has agreed with its home county to delay
the certification of its proposed property tax levy must certify its proposed property tax levy for the
following year no later than October 7. The school district shall certify the proposed levy as.

(1) a specific dollar amount by school district fund, broken down between voter-approved and
non-voter-approved levies and between referendum market value and tax capacity levies; or
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(2) the maximum levy limitation certified by the commissioner of education according to section
126C.48, subdivision 1.

(c) If the board of estimate and taxation or any similar board that establishes maximum tax levies
for taxing jurisdictions within afirst class city certifies the maximum property tax levies for funds
under its jurisdiction by charter to the county auditor by September 15, the city shall be deemed to
have certified its levies for those taxing jurisdictions.

(d) For purposes of this section, "taxing authority" includes al home rule and statutory
cities, towns, counties, school districts, and specia taxing districts as defined in section 275.066.
Intermediate school districts that levy a tax under chapter 124 or 136D, joint powers boards
established under sections 123A.44 to 123A.446, and Common School Districts No. 323,
Franconia, and No. 815, Prinsburg, are also special taxing districts for purposes of this section.

(e) At the meeting at which the taxing authority, other than atown, adopts its proposed tax levy
under paragraph (a) or (b), the taxing authority shall announce the time and place of its subsequent
regularly scheduled meetings at which the budget and levy will be discussed and at which the public
will be allowed to speak. The time and place of those meetings must be included in the proceedings
or summary of proceedings published in the official newspaper of thetaxing authority under sections
123B.09, 375.12, or 412.191.

Sec. 23. Minnesota Statutes 2008, section 275.065, subdivision 3, is amended to read:

Subd. 3. Notice of proposed property taxes. (a) The county auditor shall prepare and the county
treasurer shall deliver after November 10 and on or before November 24 each year, by first class
mail to each taxpayer at the address listed on the county's current year's assessment roll, a notice of
proposed property taxes. Upon written request by the taxpayer, the treasurer may send the noticein
electronic form or by electronic mail instead of on paper or by ordinary mail.

(b) The commissioner of revenue shall prescribe the form of the notice.

(c) The notice must inform taxpayers that it contains the amount of property taxes each taxing
authority proposes to collect for taxes payable the following year. In the case of atown, or in the
case of the state general tax, the f| nal tax amount will be |ts proposed tax. +rthe-case-oftaxing

aﬂd-ppepesedﬁempeﬂy—ta*my—The notlce must cIearIy state for each Ci ty, county, school district,

regional library authority established under section 134.201, and metropolitan taxing districts as
defined in paragraph (i), the time and place of the taxing authorities regularly scheduled meetings
in which the budget and levy will be discussed and the final budget and levy determined, which
must occur after November 24. The taxing authorities must provide the county auditor with the
information to be included in the notice on or before the time it certifies its proposed levy under
subdivision 1. The public must be allowed to speak at the meetings. It must €leary-state-the-time
ahd-place-o-each-taxihg-adtherity s+eeting;- provide a telephone number for the taxing authority
that taxpayers may call if they have questions related to the notice-and an address where comments
will be received by mail.
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(d) The notice must state for each parcel:

(1) the market value of the property as determined under section 273.11, and used for computing
property taxes payablein thefollowing year and for taxes payablein the current year as each appears
intherecordsof the county assessor on November 1 of the current year; and, in the case of residential
property, whether the property is classified as homestead or nonhomestead. The notice must clearly
inform taxpayers of the years to which the market values apply and that the values are final values;

(2) the items listed below, shown separately by county, city or town, and state general tax, net
of the residential and agricultural homestead credit under section 273.1384, voter approved school
levy, other local school levy, and the sum of the specia taxing districts, and as atotal of all taxing
authorities:

(i) the actual tax for taxes payable in the current year; and
(ii) the proposed tax amount.

If the county levy under clause (2) includes an amount for alake improvement district as defined
under sections 103B.501 to 103B.581, the amount attributable for that purpose must be separately
stated from the remaining county levy amount.

In the case of atown or the state general tax, the final tax shall also be its proposed tax unless
the town changes its levy at a special town meeting under section 365.52. If a school district has
certified under section 126C.17, subdivision 9, that areferendum will be held in the school district at
the November general election, the county auditor must note next to the school district's proposed
amount that a referendum is pending and that, if approved by the voters, the tax amount may be
higher than shown on the notice. In the case of the city of Minneapolis, the levy for Minneapolis
Park and Recreation shall be listed separately from the remaining amount of the city's levy. In the
case of the city of St. Paul, the levy for the St. Paul Library Agency must be listed separately from
the remaining amount of the city's levy. In the case of Ramsey County, any amount levied under
section 134.07 may be listed separately from the remaining amount of the county's levy. In the case
of a parcel where tax increment or the fiscal disparities areawide tax under chapter 276A or 473F
applies, the proposed tax levy on the captured value or the proposed tax levy on the tax capacity
subject to the areawide tax must each be stated separately and not included in the sum of the special
taxing districts; and

(3) the increase or decrease between the total taxes payable in the current year and the total
proposed taxes, expressed as a percentage.

For purposes of this section, the amount of the tax on homesteads qualifying under the senior
citizens property tax deferral program under chapter 290B isthe total amount of property tax before
subtraction of the deferred property tax amount.

(e) The notice must clearly state that the proposed or final taxes do not include the following:
(1) specia assessments,

(2) levies approved by the voters after the date the proposed taxes are certified, including bond
referenda and school district levy referenda;
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Nevember-of-the-tevwy-yrearas-provided-under-sectior275-+3+

4} amounts necessary to pay cleanup or other costs dueto a natural disaster occurring after the
date the proposed taxes are certified;

{5)- (4) amounts necessary to pay tort judgments against the taxing authority that become final
after the date the proposed taxes are certified; and

£6)-(5) the contamination tax imposed on properties which received market value reductions for
contamination.

(f) Except as provided in subdivision 7, failure of the county auditor to prepare or the county
treasurer to deliver the notice as required in this section does not invalidate the proposed or final tax
levy or the taxes payable pursuant to the tax levy.

(g) If the notice the taxpayer receives under this section lists the property as nonhomestead,
and satisfactory documentation is provided to the county assessor by the applicable deadline, and
the property qualifies for the homestead classification in that assessment year, the assessor shall
reclassify the property to homestead for taxes payable in the following year.

(h) Inthe case of class 4 residential property used as aresidence for lease or rental periods of 30
days or more, the taxpayer must either:

(1) mail or deliver a copy of the notice of proposed property taxes to each tenant, renter, or
lessee; or

(2) post a copy of the notice in a conspicuous place on the premises of the property.

The notice must be mailed or posted by the taxpayer by November 27 or within three days of
receipt of the notice, whichever islater. A taxpayer may notify the county treasurer of the address
of the taxpayer, agent, caretaker, or manager of the premises to which the notice must be mailed in
order to fulfill the requirements of this paragraph.

(i) For purposes of thissubdivision, subdivisions 5aand 6, "metropolitan special taxing districts"
means the following taxing districts in the seven-county metropolitan areathat levy a property tax
for any of the specified purposes listed below:

(1) Metropolitan Council under section 473.132, 473.167, 473.249, 473.325, 473.446, 473.521,
473.547, or 473.834;

(2) Metropolitan Airports Commission under section 473.667, 473.671, or 473.672; and
(3) Metropolitan Mosquito Control Commission under section 473.711.

For purposes of this section, any levies made by the regional rail authorities in the county of
Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, or Washl ngton under chapter 398A shall be
included with the appropriate county's levy a ‘ FHAG.

(j) The governing body of a county, city, or school district may, with the consent of the county
board, include supplemental information with the statement of proposed property taxes about
the impact of state aid increases or decreases on property tax increases or decreases and on the
level of services provided in the affected jurisdiction. This supplemental information may include
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information for the following year, the current year, and for as many consecutive preceding years
as deemed appropriate by the governing body of the county, city, or school district. It may include
only information regarding:

(1) the impact of inflation as measured by the implicit price deflator for state and local
government purchases;

(2) population growth and decline;
(3) state or federal government action; and

(4) other financial factors that affect the level of property taxation and local services that the
governing body of the county, city, or school district may deem appropriate to include.

The information may be presented using tables, written narrative, and graphic representations
and may contain instruction toward further sources of information or opportunity for comment.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 24. Minnesota Statutes 2008, section 275.065, subdivision 53, is amended to read:

Subd. 5a. Public advertisement. (a) Except for property taxes levied in 2009 and 2010, a city
that has a population of more than 2,500, county, a metropolitan special taxing district as defined in
subdivision 3, paragraph (i), aregiona library district established under section 134.201, or school
district shall advertise in a newspaper a notice of its intent to adopt a budget and property tax levy
or, in the case of a school district, to review its current budget and proposed property taxes payable
in the following year, at a public hearing, if a public hearing is required under subdivision 6. The
notice must be published not less than two business days nor more than six business days before the
hearing.

The advertisement must be at least one-eighth page in size of a standard-size or atabloid-size
newspaper. The advertisement must not be placed in the part of the newspaper where legal notices
and classified advertisements appear. The advertisement must be published in an official newspaper
of general circulation in the taxing authority. The newspaper selected must be one of general interest
and readership in the community, and not one of limited subject matter. The advertisement must
appear in a newspaper that is published at least once per week.

For purposes of this section, the metropolitan special taxing district's advertisement must only
be published in the Minneapolis Star and Tribune and the Saint Paul Pioneer Press.

In addition to other requirements, a county and a city having a population of more than 2,500
must show in the public advertisement required under this subdivision the current local tax rate,
the proposed local tax rate if no property tax levy increase is adopted, and the proposed rate if
the proposed levy is adopted. For purposes of this subdivision, "local tax rate" means the city's or
county's net tax capacity levy divided by the city's or county's taxable net tax capacity.

(b) Subject tothe provisionsof paragraph (g), the advertisement for school districts, metropolitan
special taxing districts, and regional library districts must be in the following form, except that
the notice for a school district may include references to the current budget in regard to proposed
property taxes.

"NOTICE OF
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PROPOSED PROPERTY TAXES

(School District/Metropolitan
Special Taxing District/Regional
Library District) of .........

The governing body of ........ will soon hold budget hearings and vote on the property taxes for
(metropolitan special taxing district/regional library district services that will be provided in
(year)/school district services that will be provided in (year) and (year)).

NOTICE OF PUBLIC HEARING:

All concerned citizens are invited to attend a public hearing and express their opinions on the
proposed (school district/metropolitan special taxing district/regional library district) budget and
property taxes, or in the case of a school district, its current budget and proposed property taxes,
payableinthefollowing year. The hearing will be held on (Month/Day/Year) at (Time) at (Location,
Address)."

(c) Subject to the provisions of paragraph (g), the advertisement for cities and counties must be
in the following form.

"NOTICE OF PROPOSED
TOTAL BUDGET AND PROPERTY TAXES

The (city/county) governing body or board of commissioners will hold a public hearing to discuss
the budget and to vote on the amount of property taxes to collect for services the (city/county) will
provide in (year).

SPENDING: The total budget amounts below compare (city's/county's) (year) total actual budget
with the amount the (city/county) proposes to spend in (year).

(Year) Total Actua Proposed (Year) Budget Change from
Budget (Year)-(Year)
$ ... $ ... %

TAXES: The property tax amounts below compare that portion of the current budget levied in
property taxesin (city/county) for (year) with the property taxesthe (city/county) proposesto collect
in (year).

(Year) Property Taxes Proposed (Year) Property Change from
Taxes (Year)-(Year)
$ ... $ ... L. %

LOCAL TAX RATE COMPARISON: The current local tax rate, the local tax rate if no tax levy
increase is adopted, and the proposed local tax rate if the proposed levy is adopted.

(Year) Tax Rate (Year) Tax Rate if NO Levy (Year) Proposed Tax
Increase Rate
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ATTEND THE PUBLIC HEARING

All (city/county) residents are invited to attend the public hearing of the (city/county) to express
your opinions on the budget and the proposed amount of (year) property taxes. The hearing will be
held on:

(Month/Day/Year/Time)
(Location/Address)

If the discussion of the budget cannot be completed, atime and place for continuing the discussion
will be announced at the hearing. You are aso invited to send your written comments to:

(City/County)
(Location/Address)"

(d) For purposes of this subdivision, the budget amounts listed on the advertisement mean:

(1) for cities, thetotal government fund expenditures, asdefined by the state auditor under section
471.6965, less any expenditures for improvements or servicesthat are specially assessed or charged
under chapter 429, 430, 435, or the provisions of any other law or charter; and

(2) for counties, the total government fund expenditures, as defined by the state auditor under
section 375.169, less any expenditures for direct payments to recipients or providers for the human
service aids listed below:

(i) Minnesota family investment program under chapters 256J and 256K ;

(ii) medical assistance under sections 256B.041, subdivision 5, and 256B.19, subdivision 1;
(iii) genera assistance medical care under section 256D.03, subdivision 6;

(iv) general assistance under section 256D.03, subdivision 2;

(v) Minnesota supplemental aid under section 256D.36, subdivision 1,

(vi) preadmission screening under section 256B.0911, and alternative care grants under section
256B.0913;

(vii) general assistance medical care claims processing, medical transportation and related costs
under section 256D.03, subdivision 4;

(viit) medical transportation and related costs under section 256B.0625, subdivisions 17 to 18a;

(ix) group residential housing under section 2561.05, subdivision 8, transferred from programs
in clauses (iv) and (v); or

(x) any successor programs to those listed in clauses (i) to (ix).

(e) A city with apopulation of over 500 but not more than 2,500 that isrequired to hold a public
hearing under subdivision 6 must advertise by posted notice as defined in section 645.12, subdivision
1. The advertisement must be posted at the time provided in paragraph (a). It must be in the form

required in paragraph (b).

(f) For purposes of this subdivision, the population of a city is the most recent population as
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determined by the state demographer under section 4A.02.

(g) The commissioner of revenue shall annually prescribe the specific form and format of
the advertisements required under this subdivision, including such details as font size and style,
and spacing for the required items. The commissioner may prescribe aternate and additional
language for the advertisement for a taxing authority or for groups of taxing authorities. At least
two weeks before November 29 each year, the commissioner shall provide a copy of the prescribed
advertisements to the chairs of the committees of the house of representatives and the senate with
jurisdiction over taxes.

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

Sec. 25. Minnesota Statutes 2008, section 275.065, subdivision 6, is amended to read:
Subd. 6. Public-hearirg:- Adoption of budget and levy. {ay-Ferpurpeses-of-this-section-the
) N I : -
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{m)-(a) The property tax levy certified under section 275.07 by acity of any population, county,
metropolitan special taxing district, regional library district, or school district must not exceed the
proposed levy determined under subdivision 1, except by an amount up to the sum of the following
amounts:

(1) the amount of a school district levy whose voters approved a referendum to increase taxes
under section 123B.63, subdivision 3, or 126C.17, subdivision 9, after the proposed levy was
certified;

(2) the amount of a city or county levy approved by the voters after the proposed levy was
certified;

(3) the amount of a levy to pay principal and interest on bonds approved by the voters under
section 475.58 after the proposed levy was certified;

(4) the amount of alevy to pay costs due to a natural disaster occurring after the proposed levy
was certified, if that amount is approved by the commissioner of revenue under subdivision 6a;

(5) the amount of alevy to pay tort judgments against a taxing authority that become final after
the proposed levy was certified, if the amount is approved by the commissioner of revenue under
subdivision 6a;

(6) the amount of an increase in levy limits certified to the taxing authority by the commissioner
of education or the commissioner of revenue after the proposed levy was certified; ane

(7) the amount required under section 126C.55; and

(8) thelevy to pay emergency debt certificates under section 475.755 authorized and issued after
the proposed levy was certified.

) (b) This subdivision does not apply to towns and specia taxing districts other than regional

library districts and metropolitan special taxing districts.
{o) (c) Notwithstanding the requirements of this section, the employer is required to meet and
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negotiate over employee compensation as provided for in chapter 179A.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 26. Minnesota Statutes 2008, section 275.16, is amended to read:

275.16 COUNTY AUDITOR TO FIX AMOUNT OF LEVY.

If any such municipality shall return to the county auditor a levy greater than permitted by
chapters123A, 123B, 124D, 126C, and 136C, and sections 275.124 to 275.16, apa-2#5-+0+6-275+4-
such county auditor shall extend only such amount of taxes as the limitations herein prescribed will
permit; provided, if such levy shall include any levy for the payment of bonded indebtedness or
judgments, such levies for bonded indebtedness or judgments shall be extended in full, and the
remainder of the levies shall be reduced so that the total thereof, including levies for bonds and
judgments, shall not exceed such amount as the limitations herein prescribed will permit.

EFFECTIVE DATE. This section is effective for taxes levied in 2009, payable in 2010, and
thereafter.

Sec. 27. Minnesota Statutes 2008, section 275.62, subdivision 1, is amended to read:

Subdivision 1. Report on taxeslevied. The commissioner of revenue shall establish procedures
for the annual reporting of local government levies. Each local governmental unit shall submit a
report to the commissioner by December 30 of the year in which the tax islevied. The report shall
include, but is not limited to, information on the amount of the tax levied by the governmental unit
for the following purposes:

(2) social services and related programs, which include taxes levied for the purposes defined in
Minnesota Statutes 1991 Supplement, section 275.50, subdivision 5, clauses (a), (j), and (v);

(2) theamountslevied for each of the purposeslisted in Minnesota Statutes 2008, section 275.70,
subdivision 5; and

(3) other levies, which include the taxes levied for al purposes not included in clause (1), (2),
or (3).

EFFECTIVE DATE. This section is effective for taxes levied in 2009, payable in 2010, and
thereafter.

Sec. 28. Minnesota Statutes 2008, section 279.01, subdivision 1, is amended to read:

Subdivision 1. Due dates; penalties. Except as provided in subdivision 3 or 4, on May 16 or
21 days after the postmark date on the envel ope containing the property tax statement, whichever is
later, a penalty accrues and thereafter is charged upon al unpaid taxes on rea estate on the current
lists in the hands of the county treasurer. The penalty is at a rate of two percent on homestead
property until May 31 and four percent on June 1. The penalty on nonhomestead property is at a
rate of four percent until May 31 and eight percent on June 1. This penalty does not accrue until
June 1 of each year, or 21 days after the postmark date on the envelope containing the property
tax statements, whichever is later, on commercial use real property used for seasonal residentia
recreational purposes and classified as class 1c or 4c, and on other commercia use real property
classified as class 3a, provided that over 60 percent of the grossincome earned by the enterprise on
the class 3aproperty is earned during the months of May, June, July, and August. In order for thefirst
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half of the tax due on class 3a property to be paid after May 15 and before June 1, or 21 days after
the postmark date on the envel ope containing the property tax statement, whichever islater, without
penalty, the owner of the property must attach an affidavit to the payment attesting to compliance
with the income provision of this subdivision. Thereafter, for both homestead and nonhomestead
property, on the first day of each month beginning July 1, up to and including October 1 following,
an additional penalty of one percent for each month accrues and is charged on all such unpaid taxes
provided that if the due date was extended beyond May 15 as the result of any delay in mailing
property tax statements no additional penalty shall accrue if the tax is paid by the extended due
date. If thetax isnot paid by the extended due date, then all penalties that would have accrued if the
due date had been May 15 shall be charged. When the taxes against any tract or lot exceed $56 $250,
one-half thereof may be paid prior to May 16 or 21 days after the postmark date on the envelope
containing the property tax statement, whichever is later; and, if so paid, no penalty attaches; the
remaining one-half may be paid at any time prior to October 16 following, without penalty; but,
if not so paid, then a penalty of two percent accrues thereon for homestead property and a penalty
of four percent on nonhomestead property. Thereafter, for homestead property, on the first day of
November an additional penalty of four percent accrues and on thefirst day of December following,
an additional penalty of two percent accrues and is charged on al such unpaid taxes. Thereafter,
for nonhomestead property, on the first day of November and December following, an additional
penalty of four percent for each month accruesand is charged on all such unpaid taxes. If one-half of
suchtaxesare not paid prior to May 16 or 21 days after the postmark date on the envel ope containing
the property tax statement, whichever is later, the same may be paid at any time prior to October
16, with accrued penalties to the date of payment added, and thereupon no penalty attaches to the
remaining one-half until October 16 following.

This section applies to payment of personal property taxes assessed against improvements to
leased property, except as provided by section 277.01, subdivision 3.

A county may provide by resolution that in the case of a property owner that has multiple tracts
or parcels with aggregate taxes exceeding $50 $250, payments may be made in installments as
provided in this subdivision.

The county treasurer may accept payments of more or less than the exact amount of a tax
installment due. Payments must be applied first to the oldest installment that is due but which
has not been fully paid. If the accepted payment is less than the amount due, payments must be
applied first to the penalty accrued for the year or the installment being paid. Acceptance of partial
payment of tax does not constitute a waiver of the minimum payment required as a condition for
filing an appeal under section 278.03 or any other law, nor does it affect the order of payment of
delinquent taxes under section 280.39.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.
Sec. 29. Minnesota Statutes 2008, section 279.10, is amended to read:
279.10 PUBLICATION CORRECTED.

Immediately after preparing formsfor printing such notice and list, and at least five days before
the first day for the publication thereof, every saeh publisher shall furnish proof of the proposed
publication to the county auditor for correction. When sueh the copy has been corrected, the auditor
shall returnthesameit to the printer, who shall publishit as corrected. On thefirst day on which saeh
the notice and list are published, the publisher shall mail a copy of the newspaper containing the
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sarme the notice and list to the auditor. If during the publication of the notice and list, or within ten
days after the last publication thereof, the auditor shaH-eiseever discovers that sueh the publication
istavalid contains an error, the auditor shall ferthwith direct the publisher to republish-the-same-as
€oerreeted publish the correct information for an additional period of two weeks. The auditor does
not have to direct the publisher to republish the entire list. The publisher, if not neglectful, shal-be
is entitled to-thesame compensation as alowed by law for the-eriginal publication of the corrected
information, but shall receive no further compensation-therefor-if sueh the republication is necessary
by reason of the neglect of the publisher.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 30. Minnesota Statutes 2008, section 360.0425, is amended to read:
360.0425 GENERAL POWERS OF AUTHORITY.

An airport authority created under section 360.0426 has al the powers granted a municipality
under sections 360.032 to 366-046 360.074.

Sec. 31. Minnesota Statutes 2008, section 375.194, subdivision 5, is amended to read:

Subd. 5. Determination of county tax rate. The eligible county's proposed and final tax rates
shall be determined by dividing the certified levy by thetotal taxablenet tax capauty without regard
to any abaIements granted under thls sectlon ‘ es

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 32. Minnesota Statutes 2008, section 383A.75, subdivision 3, is amended to read:

Subd. 3. Duties. The committee is authorized to and shall meet from time to time to make
appropriate recommendations for the efficient and effective use of property tax dollarsraised by the
jurisdictions for programs, buildings, and operations. In addition, the committee shall:

(1) identify trends and factors likely to be driving budget outcomes over the next five years
with recommendations for how the jurisdictions should manage those trends and factors to increase
efficiency and effectiveness;

(2) agree, by October 1 of each year, on the appropriate level of overall property tax levy for
the three jurisdictions and publicly report such to the governing bodies of each jurisdiction for
ratification or modification by resolution; and

) identify, by December 31 of each year, areas of the budget to be targeted in the coming year
for joint review to improve services or achieve efficiencies.

In carrying out its duties, the committee shall consult with public employees of each jurisdiction
and with other stakeholders of the city, county, and school district, as appropriate.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.
Sec. 33. Minnesota Statutes 2008, section 428A.101, is amended to read:
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428A.101 DEADLINE FOR SPECIAL SERVICE DISTRICT UNDER GENERAL LAW.

The establishment of anew special service district after June 30, 2009 2013, requires enactment
of a special law authorizing the establishment.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 34. Minnesota Statutes 2008, section 428A.13, isamended by adding asubdivision to read:

Subd. 1a. Prerequisitesfor establishing. Prior to establishment of ahousing improvement area,
the governing body of the city must:

(2) provide full disclosure of public expenditures, as well as the terms of any loans, bonds, or
other financing arrangements for housing improvement area projects; and

(2) ensure that all contracts for housing improvement projects are subject to section 471.345.

Sec. 35. Minnesota Statutes 2008, section 428A.14, subdivision 1, is amended to read:

Subdivision 1. Authority. Fees may be imposed by the implementing entity on the housing
units within the housing improvement area at arate, term, or amount sufficient to produce revenue
required to provide housing improvements in the area to reimburse the implementing entity
for advances made to pay for the housing improvements or to pay principal of, interest on, and
premiums, if any, on bonds issued by the implementing entity under section 428A.16. The fee
can be imposed on the basis of the tax capacity of the housing unit, or the total amount of square
footage of the housing unit, or a method determined by the council and specified in the resolution.
If afeeisimposed on abasis other than the tax capacity or square footage of the housing unit, the
council must make a finding that the alternative basis for the fee is a more equitable basis. Fees
imposed under this section must meet the standard for benefit to property as provided for specia
assessments under chapter 429, and are subject to the same appeal processes provided under
chapter 429. Before the imposition of the fees, a hearing must be held and notice must be published
in the official newspaper at least seven days before the hearing and shall be mailed at least seven
days before the hearing to any housing unit owner subject to afee. For purposes of this section, the
notice must also include:

(1) astatement that all interested personswill be given an opportunity to be heard at the hearing
regarding a proposed housing improvement fee;

(2) the estimated cost of improvements including administrative costs to be paid for in whole or
in part by the fee imposed under the ordinance;

(3) the amount to be charged against the particular property;
(4) the right of the property owner to prepay the entire fee;
(5) the number of years the fee will be in effect; and

(6) astatement that the petition requirements of section 428A.12 have either been met or do not
apply to the proposed fee.

Within six months of the public hearing, the implementing entity may adopt a resolution
imposing a fee within the area not exceeding the amount expressed in the notice issued under this
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section.

Prior to adoption of the resolution approving the fee, the condominium associations located in
the housing improvement area shall submit to the implementing entity afinancial plan prepared by
an independent third party, acceptable to the implementing entity and associations, that providesfor
the associations to finance maintenance and operation of the common elementsin the condominium
and a long-range plan to conduct and finance capital improvements.

Sec. 36. Minnesota Statutes 2008, section 428A.21, is amended to read:

428A.21 DEADLINE FOR HOUSING IMPROVEMENT DISTRICTS UNDER
GENERAL LAW.

The establishment of a new housing improvement area after June 30, 2009 2013, requires
enactment of a special law authorizing the establishment of the area.

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

Sec. 37. Minnesota Statutes 2008, section 429.011, subdivision 2a, is amended to read:
Subd. 2a. Municipality; certain counties. "Municipality" aso includes the following:

(1) acounty in the case of construction, reconstruction, or improvement of a county state-aid
highway ex;

(2) acounty highway as defined in section 160.02 including curbs and gutters and storm sewers;
(3) acounty exercising its powers and duties under section 444.075, subdivision 1; and

(4) acounty for expenses not paid for under section 403.113, subdivision 3, paragraph (b), clause
(3); and

(5) acounty in the case of the abatement of nuisances.

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

Sec. 38. Minnesota Statutes 2008, section 446A.086, subdivision 8, is amended to read:

Subd. 8. Tax levy for repayment. (a) With the approval of the authority, a governmental unit
may levy in the year the state makes a payment under this section an amount up to the amount
necessary to provide funds for the repayment of the amount paid by the state plus interest through
the date of estimated repayment by the governmental unit. The proceeds of this levy may be used
only for this purpose unless they exceed the amount actually due. Any excess must be used to repay
other state payments made under this section or must be deposited in the debt redemption fund of
the governmental unit. The amount of aids to be reduced to repay the state are decreased by the
amount levied.

(b) If the state is not repaid in full for a payment made under this section by November 30
of the calendar year following the year in which the state makes the payment, the authority shall
reguire the governmental unit to certify aproperty tax levy in an amount up to the amount necessary
to provide funds for repayment of the amount paid by the state plus interest through the date of
estimated repayment by the governmental unit. To prevent undue hardship, the authority may allow
the governmental unit to certify the levy over afive-year period. The proceeds of the levy may be
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used only for this purpose unless they are in excess of the amount actually due, in which case the
excess must be used to repay other state payments made under this section or must be deposited in
the debt redemption fund of the governmental unit. If the authority orders the governmental unit to
levy, the amount of aids reduced to repay the state are decreased by the amount levied.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 39. Minnesota Statutes 2008, section 465.719, subdivision 9, is amended to read:

Subd. 9. Application of other laws. A corporation created by a political subdivision under this
section must comply with every law that applies to the political subdivision, asif the corporation
is a part of the political subdivision, unless the resolution ratifying creation of the corporation
specifically exempts the corporation from part or al of a law. If the resolution exempts the
corporation from part or al of alaw, the resolution must make a detailed and specific finding asto
why the corporation cannot fulfill its purpose if the corporation is subject to that law. A corporation
may not be exempted from chapter 13D, the Minnesota Open Meeting Law, sections 138.163 to
138.25, governing records management, or chapter 13, the Minnesota Government Data Practices
Act. Any affected or interested person may bring an action in district court to void the resolution
on the grounds that the findings are not sufficiently detailed and specific, or that the corporation
can fulfill its purpose if it is subject to the law from which the resolution exempts the corporation.
Laws that apply to a political subdivision that also apply to a corporation created by a political
subdivision under this subdivision include, but are not limited to:

(2) chapter 13D, the Minnesota Open Meeting Law;
(2) chapter 13, the Minnesota Government Data Practices Act;
(3) section 471.345, the Uniform Municipal Contracting Law;

(4) sections 43A.17, limiting the compensation of employees based on the governor's salary;
471.991 to 471.999, providing for equitable pay; and 465.72 and 465.722, governing severance

£6)-if the corporation issues debt, its debt is included in the political subdivision's debt limit if
it would be included if issued by the political subdivision, and issuance of the debt is subject to the
election and other requirements of chapter 475 and section 471.69;

A (6) section 471.895, prohibiting acceptance of gifts from interested parties, and sections
471.87 to 471.89, relating to interests in contracts;

{8)-(7) chapter 466, relating to municipal tort liability;
{9)-(8) chapter 118A, requiring deposit insurance or bond or pledged collateral for deposits,
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{20)-(9) chapter 118A, restricting investments;,
3} (10) section 471.346, requiring ownership of vehicles to be identified;

2 (11) sections 471.38 to 471.41, requiring claims to be in writing, itemized, and approved
by the governing board before payment can be made; and

3} (12) the corporation cannot make advances of pay, make or guarantee loans to employees,
or provide in-kind benefits unless authorized by law.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 40. Minnesota Statutes 2008, section 469.053, is amended by adding a subdivision to read:

Subd. 4a. Seaway port authority levy. A levy made under this subdivision shall replace the
mandatory city levy under subdivision 4. A seaway port authority is a special taxing district under
section 275.066 and may levy atax in any year for the benefit of the seaway port authority. The tax
must not exceed 0.01813 percent of taxable market value. The county auditor shall distribute the
proceeds of the property tax levy to the seaway port authority.

EFFECTIVE DATE. This section is effective for property taxes levied in 2009 and thereafter,
payable in 2010 and thereafter.

Sec. 41. Minnesota Statutes 2008, section 473.121, is amended by adding a subdivision to read:

Subd. 37. Implicit price deflator. "Implicit price deflator" means the implicit price deflator
for government consumption expenditures and gross investment for state and local governments
prepared by the Bureau of Economic Analysis of the United States Department of Commerce for
the 12-month period ending March 31 of the levy year.

Sec. 42. Minnesota Statutes 2008, section 473.13, subdivision 1, is amended to read:

Subdivision 1. Budget. (a) On or before December 20 of each year, the counci-after-thepublie
hearingrequiredn-section275-065;-shall adopt afinal budget covering its anticipated receipts and
disbursements for the ensuing year and shall decide upon the total amount necessary to be raised
from ad valorem tax levies to meet its budget. The budget shall state in detail the expenditures for
each program to be undertaken, including the expenses for salaries, consultant services, overhead,
travel, printing, and other items. The budget shall state in detail the capital expenditures of the
council for the budget year, based on a five-year capital program adopted by the council and
transmitted to the legislature. After adoption of the budget and no later than five working days after
December 20, the council shall certify to the auditor of each metropolitan county the share of the
tax to be levied within that county, which must be an amount bearing the same proportion to the
total levy agreed on by the council as the net tax capacity of the county bearsto the net tax capacity
of the metropolitan area. The maximum amount of any levy made for the purpose of this chapter
may not exceed the limits set by the statute authorizing the levy.

(b) Each even-numbered year the council shall prepare for its transit programs a financial plan
for the succeeding three calendar years, in half-year segments. The financial plan must contain
schedules of user charges and any changes in user charges planned or anticipated by the council
during the period of the plan. The financial plan must contain a proposed request for state financia
assistance for the succeeding biennium.
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(c) In addition, the budget must show for each year:

(1) the estimated operating revenues from all sources including funds on hand at the beginning
of theyear, and estimated expendituresfor costs of operation, administration, maintenance, and debt
service;

(2) capital improvement funds estimated to be on hand at the beginning of the year and estimated
to be received during the year from all sources and estimated cost of capital improvements to be
paid out or expended during the year, al in such detail and form as the council may prescribe; and

(3) the estimated source and use of pass-through funds.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 43. Minnesota Statutes 2008, section 473.167, subdivision 3, is amended to read:

Subd. 3. Tax. The council may levy atax on all taxable property in the metropolitan area, as
defined in section 473.121, to provide funds for loans made pursuant to subdivisions 2 and 2a. This
tax for the right-of-way acquisition loan fund shall be certified by the council, levied, and collected
in the manner provided by section 473.13. The tax shall bein addition to that authorized by section
473.249 and any other law and shall not affect the amount or rate of taxes which may be levied by
the council or any metropolitan agency or local governmental unit. The amount of the levy shall be
as determined and certified by the council, provided that the tax levied by the Metropolitan Council
for the right-of-way acquisition loan fund shall not exceed $2,828,379 for taxes payable in 2004
and $2,828,379 for taxes payable in 2005. The amount of the levy for taxes payable in 2006 and
subsequent years shall not exceed the product of (1) the Metropolitan Council's property tax levy
limitation under this subdivision for the previous year, multi pI ied by (2) one pI usapercentage equal
to the growth in the implicit price deflator —0; :

EFFECTIVE DATE. This section is effective for taxes levied in 2009, payable in 2010, and
thereafter.

Sec. 44. Minnesota Statutes 2008, section 473.249, subdivision 1, is amended to read:

Subdivision 1. Indexed limit. (&) The Metropolitan Council may levy a tax on al taxable
property in the metropolitan area defined in section 473.121 to provide funds for the purposes of
sections 473.121 to 473.249 and for the purpose of carrying out other responsibilities of the council
as provided by law. This tax for general purposes shall be levied and collected in the manner
provided by section 473.13.

(b) The property tax levied by the Metropolitan Council for general purposes shall not exceed
$10,522,329 for taxes payable in 2004 and $10,522,329 for taxes payable in 2005.

(c) The property tax levy limitation for general purposes for taxes payable in 2006 and
subsequent years shall not exceed the product of: (1) the Metropolitan Council's property tax levy
limitation for general purposes for the previous year determined under this subdivision multiplied
by (2) one plus a percentage equal to the growth in the implicit price deflator as-defired-H-section
275-70sdubdivisien2.

EFFECTIVE DATE. This section is effective for taxes levied in 2009, payable in 2010, and
thereafter.
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Sec. 45. Minnesota Statutes 2008, section 473.253, subdivision 1, is amended to read:

Subdivision 1. Sources of funds. The council shal credit to the livable communities
demonstration account the revenues provided in this subdivision. This tax shall be levied and
collected in the manner provided by section 473.13. The levy shall not exceed the following
amount for the years specified:

(1) for taxes payable in 2004 and 2005, $8,259,070; and

(2) for taxes payable in 2006 and subsequent years, the product of (i) the property tax levy limit
under this subdivision for the previous year multiplied by (ii) one plus a percentage equal to the
growth in the implicit price deflator as-defired-r-section275+0-sabdivision2

EFFECTIVE DATE. This section is effective for taxes levied in 2009, payable in 2010, and
thereafter.

Sec. 46. Minnesota Statutes 2008, section 473F.08, subdivision 3, is amended to read:

Subd. 3. Apportionment of levy. The county auditor shall apportion the levy of each
governmental unit in the auditor's county in the manner prescribed by this subdivision. The auditor
shall:

(a) by-August—20;- determine the areawide portion of the levy for each governmental unit by
multiplying the local tax rate of the governmental unit for the preeeding current levy year timesthe
distribution value set forth in subdivision 2, clause (b); and

(b) by-September-5;- determine the local portion of the current year's levy by subtracting the
resulting amount from clause (a) from the governmental unit's current year's levy:-

EFFECTIVE DATE. Thissection is effective for taxes payable in 2014 and subsequent years.

Sec. 47. Minnesota Statutes 2008, section 473F.08, subdivision 5, is amended to read:

Subd. 5. Areawide tax rate. (a) On or before Augusi=25 February 5 of each year, the county
auditor shall certify to the administrative auditor that portion of the levy of each governmental
unit determined under subdivisions 3, clause (a), 3a, and 3b. The administrative auditor shall then
determine the areawide tax rate sufficient to yield an amount equal to the sum of such levies from
the areawide net tax capacity.

(b) On or before September February 10 of each year, the administrative auditor shall certify
the areawide tax rate to each of the county auditors.
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(c) For the purposes of the notice required under section 275.065, the deadline for the
certification under paragraph (a) is October 10 and the deadline for certification under paragraph
(b) is October 15.

(d) For any governmental unit for which the county auditor has not yet determined the loca
tax rate by January 31, the county auditor shall determine the areawide portion of the levy based
on an estimated tax rate. In the following year, the distribution levy of the unit must be adjusted to
correct for the difference between the distribution levy actually received and the distribution levy
that would have been received if the actual tax rate had been used.

EFFECTIVE DATE. This section is effective for taxes payable in 2014 and subsequent years.

Sec. 48. Minnesota Statutes 2008, section 475.58, subdivision 1, is amended to read:

Subdivision 1. Approval by electors; exceptions. Obligations authorized by law or charter may
be issued by any municipality upon obtaining the approval of a majority of the electors voting on
the question of issuing the obligations, but an election shall not be required to authorize obligations
issued:

(1) to pay any unpaid judgment against the municipality;
(2) for refunding obligations;

(3) for an improvement or improvement program, which obligation is payable wholly or
partly from the proceeds of special assessments levied upon property specialy benefited by the
improvement or by an improvement within the improvement program, or from tax increments, as
defined in section 469.174, subdivision 25, including obligations which are the general obligations
of the municipality, if the municipality is entitled to reimbursement in whole or in part from the
proceeds of such special assessments or tax increments and not less than 20 percent of the cost of
the improvement or the improvement program is to be assessed against benefited property or isto
be paid from the proceeds of federal grant funds or a combination thereof, or is estimated to be
received from tax increments,

(4) payable wholly from the income of revenue producing conveniences;

(5) under the provisions of a home rule charter which permits the issuance of obligations of the
municipality without election;

(6) under the provisions of alaw which permits the issuance of obligations of a municipality
without an €election;

(7) to fund pension or retirement fund or postemployment benefit liabilities pursuant to section
475.52, subdivision 6;

(8) under a capital improvement plan under section 373.40; and

(9) under sections 469.1813 to 469.1815 (property tax abatement authority bonds), if the
proceeds of the bonds are not used for a purpose prohibited under section 469.176, subdivision 4g,

paragraph (b); and
(20) under section 475.755.
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EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 49. [475.755] EMERGENCY DEBT CERTIFICATES.

(@) If at any time during a fiscal year beginning before January 1, 2012, the receipts of a
local government are reasonably expected to be reduced below the amount provided in the local
government's budget when the final property tax levy to be collected during the fiscal year was
certified and the receipts are insufficient to meet the expenses incurred or to be incurred during
the fiscal year, the governing body of the local government may authorize and sell certificates
of indebtedness to mature within two years or less from the end of the fiscal year in which the
certificates are issued. The maximum principal amount of the certificates that it may issue in a
fiscal year islimited to the expected reduction in receipts plus the cost of issuance. The certificates
may be issued in the manner and on the terms the governing body determines by resolution.

(b) The governing body of the local government shall levy taxes for the payment of principal
and interest on the certificates in accordance with section 475.61.

(c) The certificates are not to be included in the net debt of the issuing local government.

(d) For purposes of this section, the following terms have the meanings given:

(1) "Loca government” means a statutory or home rule charter city, atown, or a county.

(2) "Receipts' includes the following amounts schedul ed to be received by the local government
for the fiscal year from:

(i) taxes,
(i) aid payments previoudy certified by the state to be paid to the local government;

(iii) state reimbursement payments for property tax credits; and

(iv) any other source.

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

Sec. 50. Laws 1976, chapter 162, section 3, as amended by Laws 1991, chapter 167, section 3,
is amended to read:

Sec. 3. COOPERATION.

The Red River watershed management board may cooperate with water management and flood
control authorities in Minnesota, North Dakota, South Dakota, and the province of Manitoba and
may enter into contracts, compacts and agreements which may be necessary to insure integration
of its projects, to control the effects of flooding or to assure the beneficial use of water in the Red
River basin. The Red River Watershed Management Board may conduct its meetings at a public
facility within the Red River basin, or within the jurisdiction of an authority with which the Red
River Watershed Management Board is authorized to cooperate.

Sec. 51. Laws 2001, First Special Session chapter 5, article 3, section 8, the effective date, as
amended by Laws 2005, chapter 151, article 3, section 19, and Laws 2006, chapter 259, article 4,
section 20, is amended to read:
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EFFECTIVE DATE. Thissectioniseffectivefor taxeslevied in 2002, payable in 2003-threugh
taxesteviedH204payable 2042 and thereafter.

Sec. 52. Laws 2008, chapter 366, article 6, section 9, the effective date, is amended to read:

EFFECTIVE DATE. Thissection is effective for taxes payable in 2010 and thereafter on land
platted after May 18, 2008.

Sec. 53. Laws 2008, chapter 366, article 6, section 10, the effective date, is amended to read:

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter on land
platted after May 18, 2008.

Sec. 54. Laws 2009, chapter 12, article 2, section 5, subdivision 2, is amended to read:

Subd. 2. Requirements. Class 2aor 2b property that had been assessed under Minnesota Statutes
2006, section 273.111, or that is part of an agricultural homestead under Minnesota Statutes, section
273.13, subdivision 23, paragraph (a), is entitled to valuation and tax deferment under this section
if:

(2) the land consists of at least ten acres;

(2) a conservation management plan for the land must be prepared by-an-approved-plan-writer
according to the guidance provided by the Board of Water and Soil Resources and implemented

during the period in which the land is subject to valuation and deferment under this section;

(3) the land must be enrolled for a minimum of ten years; and

(4) there are no delinquent property taxes on the land.

Real estate may not be enrolled for valuation and deferment under this section and Minnesota
Statutes, sections 273.111, 273.112, or 273.117, or Minnesota Statutes, chapter 290C, concurrently.

Sec. 55. CLOQUET AREA FIRE AND AMBULANCE SPECIAL TAXING DISTRICT.

Subdivision 1. Agreement. The city of Cloguet and Perch Lake Township, by resolution
of each of their governing bodies, may establish the Cloquet Area Fire and Ambulance Taxing
Disgtrict for the purpose of providing fire and ambulance services throughout the district. In this
section, "municipality” means home rule charter and statutory cities, towns, and Indian tribes. The
district may exercise al the powers relating to fire and ambulance services of the municipalities
that receive fire and ambulance services from the district. Any other municipality that is contiguous
to a municipality that is a member of the district may join the district with the agreement of the
municipalities that comprise the district at the time of its application to join.

Subd. 2. Board. The Cloguet Area Fire and Ambulance Taxing District Board is governed by a
board made up initially of one or more elected officias of the governing body of each participating
municipality in the proportions set out in the establishing resolution, subject to change as provided
in the district's charter, if any, or in the district's bylaws. Each municipality's representatives serve
at the pleasure of that municipality's governing body.
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Subd. 3. Tax. The district board may impose a property tax on taxable property in the district.
This tax shall be imposed at arate that does not exceed 0.2835 percent of taxable market value for
taxes payable in 2010. The board shall annually determine the separate amounts of the levy that are
attributable to the cost of providing fire services and the cost of providing ambulance services. Costs
for the provision of ambulance services shall be levied against taxable property within the area of
the district that receive the services. Costs for the provision of fire services shall be levied against
taxable property within the area of the district that receive the services.

When an additional municipality becomes a member of the district, the additional cost of
providing ambulance and fire services to that municipality will be determined by the board and
added to the maximum levy amount.

Each county auditor of acounty that contains a municipality subject to the tax under this section
must collect the tax and pay it to the Fire and Ambulance Special Taxing District. The district may
also impose other fees or charges asallowed by law for the provision of fire and ambul ance services.

Subd. 4. Public indebtedness. The district may incur debt in the manner provided for a
municipality by Minnesota Statutes, chapter 475, when necessary to accomplish its duties.

Subd. 5. Withdrawal. Notice of intent to withdraw from participation in the district may be
given only in the month of January, with a minimum of twelve months notice of intent to withdraw.
Withdrawal becomes effective for taxes|evied in the year when the noticeis given. The district and
its members may devel op and agree upon continuing obligations after withdrawal of amunicipality.

EFFECTIVE DATE. This section is effective in Cloquet and Perch Lake Township the day
after compliance with Minnesota Statutes, section 645.021, subdivision 3, by the governing body
of each.

Sec. 56. PROPERTY TAX TREATMENT OF HORSE BREEDING AND HORSE
BOARDING PROPERTIES.

Subdivision 1. Study. In order to provide for the uniform assessment and classification for
property tax purposes of real property used for horse breeding and horse boarding activities, the
commissioner of revenue, in consultation with the commissioner of agriculture, shall study the
treatment of such properties under current law. The commissioner must report by February 1, 2010,
to the chairs and ranking minority members of the taxes committees of the senate and the house
of representatives, summarizing the current treatment and making recommendations for needed or
useful law changes.

Subd. 2. Appealstothe commissioner. A personwho hasaright, title, interest, or lienin or upon
property that had been classified as agricultural for property tax purposes for taxes payablein 2009
based on the use of theland for breeding or boarding horses, may appeal the classification of theland
for taxes payable in 2010 to the commissioner of revenue if the use of the land has not substantially
changed. The appeal must be in written form, and must be received by the commissioner before
September 1, 2009. If the commissioner decidesto resolve the appeal by issuance of awritten order,
the order must be issued on or before December 31, 2009. If the commissioner issues an order, a
copy must be sent to both the appellant and the county assessor. The order is appeaablein tax court
only by the owner or taxpayer, and only within 60 days of issuance.

EFFECTIVE DATE. This section is effective the day following final enactment.
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Sec. 57. REPORT BY ADMINISTRATIVE AUDITOR.

The administrative auditor selected pursuant to Minnesota Statutes, section 473F.03, with the
cooperation of the county auditors in the area defined by Minnesota Statutes, section 473F.02,
subdivision 2, shall develop a working model of the metropolitan revenue distribution system
that implements the changes to the system provided in sections 43 and 44. By February 1, 2012,
the administrative auditor shall prepare a report to the chairs and ranking minority members of
the house of representatives and senate tax committees regarding the working model, including
recommendations for amendments to Minnesota Statutes, chapter 473F, that are needed in order to
administer sections 43 and 44.

Sec. 58. PURPOSE; COMMISSIONER GUIDANCE.

The purpose of section 6 is not to contract or expand the definition of "institutions of purely
public charity" but to provide clear standards that can be applied uniformly to determine eligibility
for exemption from property taxations. To carry out this purpose and to promote uniformity in
application of the provisions of this section and section 6, the commissioner of revenue shall
prepare a bulletin providing guidance to assessors asto the commissioner's interpretation of section
6. The bulletin may include a discussion of court decisions relevant to the requirements in section
6. This guidance must include examples of facts or circumstances that satisfy the requirement of "a
compelling factual reason for failing to meet the factors in clause (2), (3), or (5)" under section 6.
Assessors must implement the guidance provided in the bulletin when ng property for which
an exemption as an institution of purely public charity has been requested. The commissioner shall
distribute the bulletin to all assessors by July 1, 2010.

Sec. 59. REPEALER.
(a) Minnesota Statutes 2008, section 275.065, subdivisions 6b, 6¢, 8, 9, and 10, are repeal ed.

(b) Minnesota Statutes 2008, sections 275.70; 275.71; 275.72; 275.73; 275.74; and 275.75, are
repealed.

(c) Minnesota Statutes 2008, section 275.025, subdivision 3, is repealed.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.
ARTICLE 5
AIDS AND CREDITS
Section 1. Minnesota Statutes 2008, section 273.1384, subdivision 4, is amended to read:

Subd. 4. Payment. (a) The commissioner of revenue shall reimburse each local taxing
jurisdiction, other than school districts, for the tax reductions granted under this section in two equal
installments on October 31 and December 26 of the taxes payable year for which the reductions
are granted, including in each payment the prior year adjustments certified on the abstracts for that
taxes payable year. The reimbursements related to tax increments shall be issued in oneinstallment
each year on December 26.

(b) The commissioner of revenue shall certify the total of the tax reductions granted under this
section for each taxes payabl e year within each school district to the commissioner of the Department
of Education and the commissioner of education shall pay the reimbursement amountsto each school
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district as provided in section 273.1392.

(c) The market value credit reimbursements payable in 2010, 2011, and 2012 for each city and
each county under this section are reduced by the dollar amount of the reduction in market value
credit reimbursements for that city under section 477A.013, subdivision 11, and for that county
under section 477A.0124, subdivision 6. The payable 2010, 2011, or 2012 market value credit
reimbursement for a city or county is not reduced to less than zero by this paragraph.

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

Sec. 2. Minnesota Statutes 2008, section 290A.23, subdivision 3, is amended to read:

Subd. 3. Annual appropriation. For payments made after July 1, 1996, there is annually
appropriated from the general fund to the commissioner of revenue the amount necessary to make
the payments required under section 290A.04, subdivisiens subdivision 2 and-2h.

EFFECTIVE DATE. This section is effective for claims based on property taxes payable in
2010 and thereafter.

Sec. 3. Minnesota Statutes 2008, section 477A.011, subdivision 36, is amended to read:

Subd. 36. City aid base. (a) Except as otherwise provided in this subdivision, "city aid base" is
zero.

(b) Thecity aid basefor any city with apopulation lessthan 500 isincreased by $40,000 for aids
payable in calendar year 1995 and thereafter, and the maximum amount of total aid it may receive
under section 477A.013, subdivision 9, paragraph (c), is also increased by $40,000 for aids payable
in calendar year 1995 only, provided that:

(i) the average total tax capacity rate for taxes payable in 1995 exceeds 200 percent;
(i) the city portion of the tax capacity rate exceeds 100 percent; and
(i) its city aid base is less than $60 per capita.

(c) Thecity aid base for acity isincreased by $20,000 in 1998 and thereafter and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso
increased by $20,000 in calendar year 1998 only, provided that:

(i) the city has a population in 1994 of 2,500 or more;

(ii) the city islocated in a county, outside of the metropolitan area, which contains a city of the
first class;

(iii) the city's net tax capacity used in calculating its 1996 aid under section 477A.013 is less
than $400 per capita; and

(iv) at least four percent of the total net tax capacity, for taxes payable in 1996, of property
located in the city is classified as railroad property.

(d) Thecity aid basefor acity isincreased by $200,000 in 1999 and thereafter and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso
increased by $200,000 in calendar year 1999 only, provided that:
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(i) the city was incorporated as a statutory city after December 1, 1993;
(i) its city aid base does not exceed $5,600; and
(iii) the city had a population in 1996 of 5,000 or more.

(e) Thecity aid base for acity isincreased by $150,000 for aids payablein 2000 and thereafter,
and the maximum amount of total aid it may receive under section 477A.013, subdivision 9,
paragraph (c), is aso increased by $150,000 in calendar year 2000 only, provided that:

(2) the city has a population that is greater than 1,000 and less than 2,500;

(2) itscommercial and industria percentage for aids payable in 1999 is greater than 45 percent;
and

(3) the total market value of all commercial and industrial property in the city for assessment
year 1999 is at least 15 percent less than the total market value of all commercial and industrial
property in the city for assessment year 1998.

(f) Thecity aid basefor acity isincreased by $200,000 in 2000 and thereafter, and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso
increased by $200,000 in calendar year 2000 only, provided that:

(2) the city had a population in 1997 of 2,500 or more;

(2) the net tax capacity of the city used in calculating its 1999 aid under section 477A.013 isless
than $650 per capita;

(3) the pre-1940 housing percentage of the city used in calculating 1999 aid under section
477A.013 is greater than 12 percent;

(4) the 1999 local government aid of the city under section 477A.013 is less than 20 percent of
the amount that the formulaaid of the city would have been if the need increase percentage was 100
percent; and

(5) the city aid base of the city used in calculating aid under section 477A.013 is less than $7
per capita.

(9) Thecity aid basefor acity isincreased by $102,000 in 2000 and thereafter, and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso
increased by $102,000 in calendar year 2000 only, provided that:

(2) the city has a population in 1997 of 2,000 or more;

(2) the net tax capacity of the city used in calculating its 1999 aid under section 477A.013 isless
than $455 per capita;

(3) the net levy of the city used in calculating 1999 aid under section 477A.013 is greater than
$195 per capita; and

(4) the 1999 local government aid of the city under section 477A.013 isless than 38 percent of
the amount that the formulaaid of the city would have been if the need increase percentage was 100
percent.
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(h) Thecity aid base for acity isincreased by $32,000 in 2001 and thereafter, and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso
increased by $32,000 in calendar year 2001 only, provided that:

(2) the city has a population in 1998 that is greater than 200 but |ess than 500;

(2) the city's revenue need used in calculating aids payable in 2000 was greater than $200 per
capita;

(3) the city net tax capacity for the city used in calculating aids available in 2000 was equal to
or less than $200 per capita;

(4) the city aid base of the city used in calculating aid under section 477A.013 is less than $65
per capita; and

(5) the city'sformula aid for aids payable in 2000 was greater than zero.

(i) The city aid base for acity isincreased by $7,200 in 2001 and thereafter, and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso
increased by $7,200 in calendar year 2001 only, provided that:

(2) the city had a population in 1998 that is greater than 200 but |ess than 500;

(2) the city's commercial industrial percentage used in calculating aids payablein 2000 was less
than ten percent;

(3) more than 25 percent of the city's population was 60 years old or older according to the 1990
census,

(4) the city aid base of the city used in calculating aid under section 477A.013 is less than $15
per capita; and

(5) the city'sformula aid for aids payable in 2000 was greater than zero.

() Thecity aid basefor acity isincreased by $45,000 in 2001 and thereafter and by an additional
$50,000 in calendar years 2002 to 2011, and the maximum amount of total aid it may receive under
section 477A.013, subdivision 9, paragraph (c), is aso increased by $45,000 in calendar year 2001
only, and by $50,000 in calendar year 2002 only, provided that:

(2) the net tax capacity of the city used in calculating its 2000 aid under section 477A.013 isless
than $810 per capita;

(2) the population of the city declined more than two percent between 1988 and 1998;

(3) the net levy of the city used in calculating 2000 aid under section 477A.013 is greater than
$240 per capita; and

(4) the city received less than $36 per capitain aid under section 477A.013, subdivision 9, for
aids payable in 2000.

(k) The city aid base for a city with a population of 10,000 or more which is located outside of
the seven-county metropolitan areaisincreased in 2002 and thereafter, and the maximum amount of
total aid it may receive under section 477A.013, subdivision 9, paragraph (b) or (c), isalsoincreased
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in calendar year 2002 only, by an amount equal to the lesser of:

(1)(i) the total population of the city, as determined by the United States Bureau of the Census,
in the 2000 census, (ii) minus 5,000, (iii) times 60; or

(2) $2,500,000.

() The city aid base isincreased by $50,000 in 2002 and thereafter, and the maximum amount
of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso increased
by $50,000 in calendar year 2002 only, provided that:

(2) the city is located in the seven-county metropolitan area;
(2) its population in 2000 is between 10,000 and 20,000; and

(3) itscommercial industrial percentage, as calculated for city aid payable in 2001, was greater
than 25 percent.

(m) The city aid base for a city is increased by $150,000 in calendar years 2002 to 2011 and
by an additional $75,000 in calendar years 2009 to 2014 and the maximum amount of total aid it
may receive under section 477A.013, subdivision 9, paragraph (c), isalso increased by $150,000 in
calendar year 2002 only and by $75,000 in calendar year 2009 only, provided that:

(2) the city had a population of at least 3,000 but no more than 4,000 in 1999;

(2) its home county is located within the seven-county metropolitan ares;

(3) its pre-1940 housing percentage is less than 15 percent; and

(4) itscity net tax capacity per capitafor taxes payablein 2000 is less than $900 per capita.

(n) The city aid base for a city is increased by $200,000 beginning in calendar year 2003 and
the maximum amount of total aid it may receive under section 477A.013, subdivision 9, paragraph
(c), isaso increased by $200,000 in calendar year 2003 only, provided that the city qualified for an
increase in homestead and agricultural credit aid under Laws 1995, chapter 264, article 8, section
18.

(o) Thecity aid base for acity isincreased by $200,000 in 2004 only and the maximum amount
of total aid it may receive under section 477A.013, subdivision 9, is aso increased by $200,000 in
calendar year 2004 only, if the city is the site of a nuclear dry cask storage facility.

(p) Thecity aid basefor acity isincreased by $10,000 in 2004 and thereafter and the maximum
total aid it may receive under section 477A.013, subdivision 9, is also increased by $10,000 in
calendar year 2004 only, if the city was included in afederal major disaster designation issued on
April 1, 1998, and its pre-1940 housing stock was decreased by more than 40 percent between 1990
and 2000.

(0) Thecity aid base for acity isincreased by $30,000 in 2009 and thereafter and the minimum
and maximum total aid it may receive under section 477A.013, subdivision 9, is aso increased by
$25:000 $30,000 in calendar year 2006 2010 only if the city had a population in 2003 of at least
1,000 and has a state park for which the city provides rescue services and which comprised at least
14 percent of the total geographic areaincluded within the city boundaries in 2000.
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(r) Thecity aid base for acity isincreased by $80,000 in 2009 and thereafter and the minimum
and maximum amount of total aid it may receive under section 477A.013, subdivision 9, is aso
increased by $80,000 in calendar year 2009 only, if:

(1) asof May 1, 2006, at least 25 percent of the tax capacity of the city is proposed to be placed
in trust status as tax-exempt Indian land;

(2) the placement of the land is being challenged administratively or in court; and

(3) dueto the challenge, the land proposed to be placed in trust is still on the tax rolls as of May
1, 2006.

(s) Thecity aid base for acity isincreased by $100,000 in 2007 and thereafter and the minimum
and maximum total amount of aid it may receive under this section is also increased in calendar
year 2007 only, provided that:

(2) the city has a 2004 estimated population greater than 200 but |ess than 2,000;
(2) its city net tax capacity for aids payable in 2006 was |ess than $300 per capita;

(3) the ratio of its pay 2005 tax levy compared to its city net tax capacity for aids payable in
2006 was greater than 110 percent; and

(4) itislocated in acounty where at least 15,000 acres of land are classified astax-exempt Indian
reservations according to the 2004 abstract of tax-exempt property.

(t) The city aid base for acity is increased by $30,000 in 2009 only, and the maximum total aid
it may receive under section 477A.013, subdivision 9, is a so increased by $30,000 in calendar year
2009, only if the city had a population in 2005 of less than 3,000 and the city's boundaries as of
2007 were formed by the consolidation of two cities and one township in 2002.

(u) Thecity aid basefor acity isincreased by $100,000 in 2009 and thereafter, and the maximum
total aid it may receive under section 477A.013, subdivision 9, is also increased by $100,000 in
calendar year 2009 only, if the city had a city net tax capacity for aids payable in 2007 of less than
$150 per capitaand the city experienced flooding on March 14, 2007, that resulted in evacuation of
at least 40 homes.

(v) Thecity aid basefor acity isincreased by $100,000 in 2009 to 2013, and the maximum total
aid it may receive under section 477A.013, subdivision 9, isalso increased by $100,000 in calendar
year 2009 only, if the city:

(1) islocated outside of the Minneapolis-St. Paul standard metropolitan statistical area;
(2) has a 2005 population greater than 7,000 but less than 8,000; and
(3) has a 2005 net tax capacity per capita of less than $500.

(w) Thecity aid base isincreased by $25,000 in calendar years 2009 to 2013 and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, isincreased by $25,000
in calendar year 2009 only, provided that:

(2) the city is located in the seven-county metropolitan areg;
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(2) its population in 2006 is less than 200; and

(3) the percentage of its housing stock built before 1940, according to the 2000 United States
Census, is greater than 40 percent.

(X) The city aid base is increased by $90,000 in calendar year 2009 only and the minimum
and maximum total amount of aid it may receive under section 477A.013, subdivision 9, is aso
increased by $90,000 in calendar year 2009 only, provided that the city islocated in the seven-county
metropolitan area, hasa 2006 popul ation between 5,000 and 7,000 and hasa 1997 population of over
7,000.

(y) Thecity aid baseisincreased by $150,000 in calendar year 2010 only, and the minimum and
maximum total amount of aid it may receive under section477A.013, subdivision 9, isalso increased
by $150,000 in calendar year 2010 only, provided that the city is located outside the seven-county
metropolitan area, with a 2006 population greater than 425 but lessthan 475, and has an adjusted net
tax capacity per capita greater than $900 based on the data used to certify the 2009 aid distribution.

Sec. 4. Minnesota Statutes 2008, section 477A.0124, is amended by adding a subdivision to
read:

Subd. 6. Aid adjustments. For aid payable in 2010, 2011, and 2012 only, each county's total
distribution amount under this section is equal to its distribution amount under this section for aid
payablein each year prior to the reductionsunder section 477A.0133, minusan aid reduction amount
equal to 0.5 percent of the county'slevy plusaid revenue base determined under section 477A.0133,
subdivision 2, for the previous year.

Each county's reduction amount for each year islimited to the sum of the county's distributions
under this section and section 273.1384 for that year before the reductions under this paragraph.

The aid reduction is applied first to the county's distributions under this section, and then, if
necessary, to reduce the county's reimbursements under section 273.1384.

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

Sec. 5. Minnesota Statutes 2008, section 477A.013, isamended by adding a subdivision to read:

Subd. 11. 2010, 2011, and 2012 city aid. For aid payable in 2010, 2011, and 2012 only, each
city's distribution amount under subdivision 9 is reduced by an amount equal to 0.7 percent of the
city's levy plus aid revenue base determined under section 477A.0133 for the previous year.

The reduction is limited to the sum of the city's distribution under this section and the city's
reimbursement under section 273.1384 before the reductions in this subdivision.

The reduction amount for each year is applied first to the city's distribution under this section,
and then, if necessary, to the city's reimbursements under section 273.1384 for that year.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 6. [477A.0133] 2010, 2011, and 2012 CITY AND COUNTY AID REDUCTIONS.

Subdivision 1. City aid. The commissioner of revenue shall compute an aid reduction amount
for each city for aid payable in 2010, 2011, and 2012 equal to 0.7 percent of the city'slevy plusaid
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revenue base for the previous year.

The"levy plusaid revenue base" for acity isthe sum of that city's certified property tax levy for
taxes payable in the previous year, plus the sum of the amounts the city was certified to receivein
the previous year as.

(1) local government aid under section 477A.013; and

(2) taconite aids under sections 298.28 and 298.282, including any aid which was required to be
placed in a special fund for expenditure in the next succeeding year.

The reduction is limited to the sum of the city's payable distributions in each year, prior to the
reductions under this subdivision, under sections 273.1384 and 477A.013.

The reduction is applied first to the city's distribution under section 477A.013, and then, if
necessary, to the city's reimbursements under section 273.1384.

To the extent that sufficient information is available on each successive payment date within the
year, the commissioner of revenue shall pay any remaining distribution or reimbursement amount
that is reduced under this subdivision in equal installments on the payment dates provided by law.

Subd. 2. County aid. The commissioner of revenue shall compute an aid reduction amount for
each county for aid payable in 2010, 2011, and 2012 equal to 0.5 percent of the county’s levy plus
aid revenue base for the previous year.

The "levy plus aid revenue base" for a county is the sum of that county's certified property tax
levy for taxes payable in the previous year, plus the sum of the amounts the county was certified to
receive in the previous year as.

(1) county program aid under section 477A.0124; and

(2) taconite aids under sections 298.28 and 298.282, including any aid which was required to be
placed in a specia fund for expenditure in the next succeeding year.

The reduction is limited to the sum of the county's payable 2009 distributions under sections
273.1384 and 477A.0124.

Theaid reductionisapplied first to the county's distributions under section 477A.0124, and then,
if necessary, to reduce the county's reimbursements under section 273.1384.

To the extent that sufficient information is available on each payment date in each year, the
commissioner of revenue shall pay any remaining distribution or reimbursement amount that is
reduced under this section in equal installments on the payment dates provided by law.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 7. REPEALER.

() Minnesota Statutes 2008, section 290A.04, subdivision 2h, is repealed.

(b) Minnesota Statutes 2008, section 477A.16, is repealed.

EFFECTIVE DATE. Paragraph (a) is effective for claims based on property taxes payablein
2010. Paragraph (b) is effective for aids payable in 2010.
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ARTICLE 6
LOCAL DEVELOPMENT
Section 1. [414.023] INCORPORATIONS TEMPORARILY PROHIBITED.

The chief administrative law judge must not order any municipal incorporations after June 1,
2009, and before June 1, 2014.

Sec. 2. Minnesota Statutes 2008, section 428A.01, subdivision 3, is amended to read:

Subd. 3. Special services. "Special services' has the meaning given in the city's ordinance but;
provided that special services may not include a service that is ordinarily provided throughout the
city from general fund revenues of the city unless an increased level of the service is provided in
the special service district.

For a city that includes a portion of the Central Corridor light rail transit project, "special
services' includes public redevel opment costs related to the project, including the cost of programs
to mitigate lost parking caused by the project.

Sec. 3. Minnesota Statutes 2008, section 469.174, is amended by adding a subdivision to read:

Subd. 10c. Compact development district. "Compact development district" means a type of
tax increment financing district consisting of a project, or portions of a project, within which the
authority finds by resolution that the following conditions are satisfied:

(1) parcels consisting of 70 percent of the area of the district are occupied by buildings or other
structures that are classified as class 3a property under section 273.13, subdivision 24; and

(2) the planned redevelopment or development of the district, when completed, will increase
the total square footage of buildings, classified as class 3a under section 273.13, subdivision 24,
occupying the district by three times or more relative to the square footage of similar buildings
occupying the district when the resolution was approved.

EFFECTIVE DATE. Thissectioniseffectivefor districtsfor which the request for certification
is made after June 30, 2009.

Sec. 4. Minnesota Statutes 2008, section 469.174, subdivision 22, is amended to read:
Subd. 22. Tourism facility. "Tourism facility" means property that:

(1) islocated in acounty where the median incomeisno more than 85 percent of the state median
income;

(2) islocated in acounty in development region 2, 3, 4, 5, or 7E, as defined in section 462.385;

(3) isnot located in a city with a population in excess of 20,000; and

(4) is acquired, constructed, or rehabilitated for use as a convention and meeting facility that is
privately owned, marina, hotel, motel, lodging facility, or nonhomestead dwelling unit that in each
case isintended to serve primarily individuals from outside the county.

EFFECTIVE DATE. This section is effective for requests for certification made after June 30,
20009.
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Sec. 5. Minnesota Statutes 2008, section 469.175, subdivision 1, is amended to read:

Subdivision 1. Tax increment financing plan. (a) A tax increment financing plan shall contain:

(1) a statement of objectives of an authority for the improvement of a project;

(2) a statement as to the-developmentprogramfor-the-preject—neluding the property within
the project, if any, that the authority intends to acquire, identified by parcel number, identifiable
property name, block, or other appropriate means indicating the areain which the authority intends
to acquire properties,

(3) alist of any devel opment act|V|t|es that the plan proposes to take place within the project,

v ' #.-including the
names of the partles to the contract, the act|V|ty governed by the contract the estimated cost stated
in the contract, and the expected date of completion of that activity;

£5) estimates of the following:
(i) cost of the project, including administrative expenses-exeept-that-—part-oi-the-cost-of-the
et icoaidort withi F . ) AL .

mdedmgadmt—mst#atwee*penseﬁ—and [ nter%t coststhat wi I I be pa| d or f| nanced Wlth tax [ ncrements
from the district, but not to exceed the estimated tax increments to be generated by the devel opment

activity;
ii) amount 0 onds to be issued;
(i) f bended-Hndebtednesste-be-thedrred bonds to be issued

) the mestreeent-original net tax capacity of taxable real property within the tax increment
financing district and within any subdistrict;

4 (iv) the estimated captured net tax capacity of the tax increment financing district at
completion; and

{vi)-(v) the duration of the tax increment financing district's and any subdistrict's existence;

£6) (5) statements of the authority's alternate estimates of the impact of tax increment financing
on the net tax capacities of al taxing jurisdictions in which the tax increment financing district
is located in whole or in part. For purposes of one statement, the authority shall assume that the
estimated captured net tax capacity would be available to the taxing jurisdictions without creation
of the district, and for purposes of the second statement, the authority shall assume that none of the
estimated captured net tax capacity would be available to the taxing jurisdictions without creation
of the district or subdistrict;

{A-(6) identification and description of studies and analyses used to make the determination set
forth in subdivision 3, clause (2); and

£8)(7) identification of all parcels to be included in the district or any subdistrict.
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(b) The authority may specify in the tax increment financing plan thefirst year in which it elects
to receive increment, up to four years following the year of approval of the district. This paragraph
does not apply to an economic development district.

EFFECTIVE DATE. Thissection is effective for tax increment financing plans approved after
June 30, 2009.

Sec. 6. Minnesota Statutes 2008, section 469.175, subdivision 6, is amended to read:

Subd. 6. Annual financial reporting. (a) The state auditor shall develop a uniform system of
accounting and financial reporting for tax increment financing districts. The system of accounting
and financial reporting shall, as nearly as possible:

(2) provide for full disclosure of the sources and uses of publie-furdstr tax increments of the
district;

(2) permit comparison and reconciliation with the affected local government's accounts and
financia reports;

(3) permit auditing of the funds expended on behalf of a district, including a single district that
ispart of amultidistrict project or that is funded in part or whole through the use of a development
account funded with tax increments from other districts or with other public money;

(4) be consistent with generally accepted accounting principles.

(b) The authority must annually submit to the state auditor afinancial report in compliance with
paragraph (a). Copies of the report must also be provided to the county auditor and to the governing
body of the municipality, if the authority is not the municipality. To the extent necessary to permit
compliance with the requirement of financial reporting, the county and any other appropriate local
government unit or private entity must provide the necessary records or information to the authority
or the state auditor as provided by the system of accounting and financial reporting developed
pursuant to paragraph (a). The authority must submit the annual report for ayear on or before August
1 of the next year.

(c) The annual financial report must also include the following items:

(1) the original net tax capacity of the district and any subdistrict under section 469.177,
subdivision 1;

(2) the net tax capacity for the reporting period of the district and any subdistrict;
(3) the captured net tax capacity of the district;

(4) any fiscal disparity deduction from the captured net tax capacity under section 469.177,
subdivision 3;

(5) the captured net tax capacity retained for tax increment financing under section 469.177,
subdivision 2, paragraph (a), clause (1);

(6) any captured net tax capacity distributed among affected taxing districts under section
469.177, subdivision 2, paragraph (a), clause (2);

(7) the type of district;
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(8) the date the municipality approved the tax increment financing plan and the date of approval
of any modification of the tax increment financing plan, the approval of which requires notice,
discussion, a public hearing, and findings under subdivision 4, paragraph (a);

(9) the date the authority first requested certification of the original net tax capacity of the district
and the date of the request for certification regarding any parcel added to the district;

(20) the date the county auditor first certified the original net tax capacity of the district and the
date of certification of the original net tax capacity of any parcel added to the district;

(11) the month and year in which the authority hasreceived or anticipatesit will receivethefirst
increment from the district;

(12) the date the district must be decertified;

(13) for the reporting period and prior years of the district, the actual amount received from, at
least, the following categories:

(i) tax increments paid by the captured net tax capacity retained for tax increment financing
under section 469.177, subdivision 2, paragraph (a), clause (1), but excluding any excess taxes;

(i) tax increments that are interest or other investment earnings on or from tax increments;

(iii) tax increments that are proceeds from the sale or lease of property, tangible or intangible,
purchased by the authority with tax increments;

(iv) tax increments that are repayments of loans or other advances made by the authority with
tax increments,

(v) bond erean proceeds, and

(vi) special-assessments-

cors from-fund lsivel i stecl with the digtrict: and
£»-the market value homestead credit paid to the authority under section 273.1384;

(14) for the reporting period and for the prior years of the district, the actual amount expended
for, at least, the following categories:

(i) acquisition of land and buildings through condemnation or purchase;
(i) site improvements or preparation costs;

(iii) installation of public utilities, parking facilities, streets, roads, sidewalks, or other similar
public improvements;

(iv) administrative costs, including the allocated cost of the authority; and

(v) publicpark—facHties—acHtiesfo—so
simHarpublieHnprevements—and for housing

" : - tucivel L with the-distict

districts, construction of affordable housing;
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(15) the amount of any payments for activities and improvements located outside of the district
that are paid for or financed with tax increments;

(16) the amount of payments of principal and interest that are made during the reporting period
on any nondefeased:

(i) general obligation tax increment financing bonds; and

(ii) other tax increment financing bonds, including pay-as-you-go contracts and notes; ane
I ;

(17) the principal amount, at the end of the reporting period, of any nondefeased:

(i) general obligation tax increment financing bonds; and
(ii) other tax increment financing bonds, including pay as you go contracts and notes; ane
I Atracts:

(18) the amount of principal and interest payments that are due for the current calendar year on
any nondefeased:

(i) general obligation tax increment financing bonds; and

(ii) other tax increment financing bonds, including pay-as-you-go contracts and notes; ane

I ;
(29) if thefiscal disparities contribution under chapter 276A or 473F for the district is computed
under section 469.177, subd|V|sron 3, paragraph (a) the amount of total mcreased property taxes

a—r&wtt—ef—the—heeal—&qea%eentn—buﬂen—to be pald from outsrde the tax mcrement f| nanci ng
district; and

£e)} The reporting requirements imposed by this subdivision apply to districts certified before,
on, and after August 1, 1979.

EFFECTIVE DATE. This section is effective for tax increment financing reports due after
December 31, 2009.

Sec. 7. Minnesota Statutes 2008, section 469.176, subdivision 1b, is amended to read:

Subd. 1b. Duration limits; terms. (a) No tax increment shall in any event be paid to the authority
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(2) after 15 yearsafter receipt by the authority of thefirst increment for arenewal and renovation
district,

(2) after 20 years after receipt by the authority of thefirst increment for asoils condition district,

(3) after eight years after receipt by the authority of the first increment for an economic
development district,

(4) for a housing district, a compact development district, or a redevelopment district, after 25
years from the date of receipt by the authority of the first increment.

(b) For purposes of determining a duration limit under this subdivision or subdivision le that
is based on the receipt of an increment, any increments from taxes payable in the year in which
the district terminates shall be paid to the authority. This paragraph does not affect a duration limit
calculated from the date of approval of the tax increment financing plan or based on the recovery of
costs or to aduration limit under subdivision 1c. This paragraph does not supersede the restrictions
on payment of delinquent taxes in subdivision 1f.

(c) An action by the authority to waive or decline to accept an increment has no effect for
purposes of computing a duration limit based on the receipt of increment under this subdivision
or any other provision of law. The authority is deemed to have received an increment for any year
inwhich it waived or declined to accept an increment, regardless of whether the increment was paid
to the authority.

(d) Receipt by a hazardous substance subdistrict of an increment as a result of a reduction in
original net tax capacity under section 469.174, subdivision 7, paragraph (b), does not constitute
receipt of increment by the overlying district for the purpose of calculating the duration limit under
this section.

EFFECTIVE DATE. Thissectioniseffectivefor districtsfor which the request for certification
is made after June 30, 2009.

Sec. 8. Minnesota Statutes 2008, section 469.176, is amended by adding a subdivision to read:

Subd. 1li. Compact development districts. Tax increments derived from a compact
development district may be used only to pay:

(1) administrative expenses up to the amount permitted under subdivision 3;

(2) the cost of acquiring land located in the district or abutting the boundary of the district;

(3) demolition and removal of buildings or other improvements and other site preparation costs
for lands located in the district or abutting the boundary of the district; and

(4) installation of publicinfrastructure or publicimprovements serving the district, but excluding
the costs of streets, roads, highways, parking, or other public improvements primarily designed to
serve private passenger motor vehicles.

EFFECTIVE DATE. Thissectioniseffectivefor districtsfor which the request for certification
is made after June 30, 2009.

Sec. 9. Minnesota Statutes 2008, section 469.176, subdivision 3, is amended to read:




2570 JOURNAL OF THE SENATE [38TH DAY
Subd. 3. Limitation on administrative expenses.

(a) For districts for which certification was requested before August 1, 1979, or after June 30,
1982 and before August 1, 2001, no tax increment shall be used to pay any administrative expenses
for aproject which exceed ten percent of the total estimated tax increment expenditures authorized
by thetax increment financing plan or thetotal tax increment expendituresfor the project, whichever
isless.

(b) For districtsfor which certification wasrequested after July 31, 1979, and before July 1, 1982,
no tax increment shall be used to pay administrative expenses, as defined in Minnesota Statutes
1980, section 273.73, for adistrict which exceedsfive percent of thetotal tax increment expenditures
authorized by the tax increment financing plan or the total estimated tax increment expenditures for
the district, whichever is less.

(c) For districts for which certification was requested after July 31, 2001, no tax increment
may be used to pay any administrative expenses for a project which exceed ten percent of total
estimated tax increment expenditures authorized by the tax increment financing plan or the total tax
increments, as defined in section 469.174, subdivision 25, clause (1), from the district, whichever
isless.

(d) Increments used to pay the county's administrative expenses under subdivision 4h are not
subject to the percentage limits in this subdivision.

EFFECTIVE DATE. This section is effective for al districts, regardless of when the request
for certification was made.

Sec. 10. Minnesota Statutes 2008, section 469.1763, subdivision 2, is amended to read:

Subd. 2. Expendituresoutsidedistrict. (a) For each tax increment financing district, an amount
equal to at least 75 percent of thetotal revenue derived from tax increments paid by propertiesin the
district must be expended on activitiesin the district or to pay bonds, to the extent that the proceeds
of the bondswere used to finance activitiesin the district or to pay, or secure payment of, debt service
on credit enhanced bonds. For districts, other than redevel opment districts for which the request for
certification was made after June 30, 1995, the in-district percentage for purposes of the preceding
sentence is 80 percent. Not more than 25 percent of the total revenue derived from tax increments
paid by properties in the district may be expended, through a development fund or otherwise, on
activities outside of the district but within the defined geographic area of the project except to pay,
or secure payment of, debt service on credit enhanced bonds. For districts, other than redevel opment
districtsfor which the request for certification was made after June 30, 1995, the pooling percentage
for purposes of the preceding sentence is 20 percent. The revenue derived from tax increments for
the district that are expended on costs under section 469.176, subdivision 4h, paragraph (b), may
be deducted first before calculating the percentages that must be expended within and without the
district.

(b) In the case of ahousing district, ahousing project, as defined in section 469.174, subdivision
11, is an activity in the district.

(c) All administrative expenses are for activities outside of the district, except that if the only
expenses for activities outside of the district under this subdivision are for the purposes described
in paragraph (d), administrative expenses will be considered as expenditures for activities in the
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district.

(d) The authority may elect, in the tax increment financing plan for the district, to increase by
up to ten percentage points the permitted amount of expenditures for activities located outside the
geographic area of the district under paragraph (a). As permitted by section 469.176, subdivision
4k, the expenditures, including the permitted expenditures under paragraph (@), need not be made
within the geographic area of the project. Expenditures that meet the requirements of this paragraph
arelegally permitted expenditures of the district, notwithstanding section 469.176, subdivisions 4b,
4c, and 4j. To qualify for the increase under this paragraph, the expenditures must:

(1) be used exclusively to assist housing that meets the requirement for a qualified low-income
building, as that term is used in section 42 of the Interna Revenue Code;

(2) not exceed the qualified basis of the housing, as defined under section 42(c) of the Internal
Revenue Code, lessthe amount of any credit allowed under section 42 of the Internal Revenue Code;
and

(3) be used to:

(i) acquire and prepare the site of the housing;

(i) acquire, construct, or rehabilitate the housing; or

(iii) make public improvements directly related to the housing.

(e) For adistrict created within a biotechnology and health sciences industry zone as defined
in section 469.330, subdivision 6, a district created within a transit improvement area as defined
in section 469.351, subdivisions 1 to 3, or for an existing distriet districts located within sueh a
biotechnology and health sciences industry zone, or a transit improvement area, tax increment
derived from such a-distriet districts may be expended outside of the district but within the
zone or transit improvement area, only for expenditures required for the construction of public
infrastructure necessary to support the activities of the biotechnology and health sciences industry
zone, or the transit improvement area, including land acquisition, and other redevelopment costs
as defined in section 469.176, subdivision 4j. These expenditures are considered as expenditures
for activities within the district.

Sec. 11. Minnesota Statutes 2008, section 469.1763, subdivision 3, is amended to read:

Subd. 3. Five-year rule. (a) Revenues derived from tax increments are considered to have been
expended on an activity within the district under subdivision 2 only if one of the following occurs:

(1) before or within five years after certification of the district, the revenues are actually paid to
athird party with respect to the activity;

(2) bonds, the proceeds of which must be used to finance the activity, are issued and sold to a
third party before or within five years after certification, the revenues are spent to repay the bonds,
and the proceeds of the bonds either are, on the date of issuance, reasonably expected to be spent
before the end of the later of (i) the five-year period, or (ii) a reasonable temporary period within
the meaning of the use of that term under section 148(c)(1) of the Internal Revenue Code, or are
deposited in areasonably required reserve or replacement fund;

(3) binding contracts with athird party are entered into for performance of the activity before or
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within five years after certification of the district and the revenues are spent under the contractual
obligation;

(4) costs with respect to the activity are paid before or within five years after certification of the
district and the revenues are spent to reimburse a party for payment of the costs, including interest
on unreimbursed costs; or

(5) expenditures are made for housing purposes as permitted by subdivision 2, paragraphs (b)
and (d), or for public infrastructure purposes within azone as permitted by subdivision 2, paragraph

(e).

(b) For purposes of this subdivision, bonds include subsequent refunding bonds if the original
refunded bonds meet the requirements of paragraph (a), clause (2).

(c) For aredevel opment district or arenewal and renovation district certified after June 30, 2003,
and before April 20, 2009, the five-year periods described in paragraph (a) are extended to ten years
after certification of the district in order to accommodate delays in development activities due to
unanticipated economic circumstances.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 12. Minnesota Statutes 2008, section 469.178, subdivision 7, is amended to read:

Subd. 7. Interfund loans. The authority or municipality may advance or loan money to finance
expenditures under section 469.176, subdivision 4, from its general fund or any other fund under
which it has legal authority to do so. The loan or advance must be authorized, by resolution of the
governing body or of the authority, whichever has jurisdiction over the fund from which the advance
or loan is made authorized, before money is transferred, advanced, or spent, whichever is earliest.
The resolution may generally grant to the authority the power to make interfund loans under one
or more tax increment financing plans or for one or more districts. The terms and conditions for
repayment of theloan must be provided in writing and include, at a minimum, the principal amount,
theinterest rate, and maximum term. The maximum rate of interest permitted to be chargedislimited
tothegreater of the rates specified under section 270C.40 or 549.09 as of the date theloan or advance
is madeauthorized, unless the written agreement states that the maximum interest rate will fluctuate
asthe interest rates specified under section 270C.40 or 549.09 are from time to time adjusted.

EFFECTIVE DATE. This section is effective for interfund loans made after June 30, 2009.
Sec. 13. Minnesota Statutes 2008, section 469.312, is amended by adding a subdivision to read:

Subd. 6. Termination of designation of qualified business. No person will be deemed to be
a qualified business eligible for the benefits provided in sections 469.310 to 469.320, unless the
person has entered into a business subsidy agreement with alocal government unit as provided in
section 469.310, subdivision 11, prior to May 1, 20009.

Sec. 14. Laws 1995, chapter 264, article 5, section 44, subdivision 4, as amended by Laws 1996,
chapter 471, article 7, section 21, and Laws 1997, chapter 231, article 10, section 12, and Laws
2008, chapter 154, article 9, section 18, is amended to read:

Subd. 4. Authority. For housing replacement projects in the city of Crystal, "authority"
means the Crystal economic development authority. For housing replacement projects in the city
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of Fridley, "authority" means the housing and redevelopment authority in and for the city of
Fridley or a successor in interest. For housing replacement projects in the city of Minneapalis,
"authority" means the Minneapolis community development agency or its successors and assigns.
For housing replacement projects in the city of St. Paul, "authority” means the St. Paul housing
and redevelopment authority. For housing replacement projects in the city of Duluth, "authority”
means the Duluth economic development authority. For housing replacement projects in the
city of Richfield, "authority” is the authority as defined in Minnesota Statutes, section 469.174,
subdivision 2, that is designated by the governing body of the city of Richfield. For housing
replacement projects in the city of Columbia Heights, "authority" is the authority as defined in
Minnesota Statutes, section 469.174, subdivision 2, that is designated by the governing body of
the city of Columbia Heights. For housing replacement projects in the city of Brooklyn Park,
"authority” is the authority, as defined in Minnesota Statutes, section 469.174, subdivision 2, that
is designated by the governing body of the city of Brooklyn Park.

EFFECTIVE DATE. This section is effective the day following final enactment and applies
to the city of Brooklyn Park without local approval under Minnesota Statutes, section 645.023,
subdivision 1, paragraph (a).

Sec. 15. Laws 1995, chapter 264, article 5, section 45, subdivision 1, as amended by Laws 1996,
chapter 471, article 7, section 22, and Laws 1997, chapter 231, article 10, section 13, and Laws 2002,
chapter 377, article 7, section 6, and Laws 2008, chapter 154, article 9, section 19, is amended to
read:

Subdivision 1. Creation of projects. (&) An authority may create a housing replacement project
under sections 44 to 47, as provided in this section.

(b) For the cities of Crystal, Fridley, Richfield, ang Columbia Heights, and Brooklyn Park, the
authority may designate up to 50 parcelsin the city to be included in ahousing replacement district.
No more than ten parcels may be included in year one of the district, with up to ten additional
parcels added to the district in each of the following nine years. For the cities of St. Paul and
Duluth, each authority may designate not more than 200 parcels in the city to be included in a
housing replacement district over the life of the district. For the city of Minneapolis, the authority
may designate not more than 400 parcelsin the city to be included in housing replacement districts
over thelifeof thedistricts. Theonly parcelsthat may beincludedinadistrict are (1) vacant sites, (2)
parcels containing vacant houses, or (3) parcels containing houses that are structurally substandard,
as defined in Minnesota Statutes, section 469.174, subdivision 10.

(c) The city in which the authority is located must pay at least 25 percent of the housing
replacement project costs from its general fund, a property tax levy, or other unrestricted money,
not including tax increments.

(d) The housing replacement district plan must have as its sole object the acquisition of parcels
for the purpose of preparing the site to be sold for market rate housing. As used in this section,
"market rate housing" means housing that has a market value that does not exceed 150 percent of
the average market value of single-family housing in that municipality.

EFFECTIVE DATE. This section is effective the day following final enactment and appliesto
the affected cities without local approval under Minnesota Statutes, section 645.023, subdivision 1,

paragraph (a).
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Sec. 16. Laws 2008, chapter 366, article 5, section 28, subdivision 1, is amended to read:

Subdivision 1. Additional taxes authorized; use of proceeds. Notwithstanding Minnesota
Statutes, section 477A.016, or any other law, ordinance, or charter provision to the contrary, the
governing body of the city of Bloomington may impose any or al of the taxes described in this
section. The proceeds of any taxes imposed under this section or section 27, less refunds and
the cost of collection, must be used to provide financing for parking facilities or other public
improvements for any phase of the Mall of America phase-H- The Port Authority of the city of
Bloomington may, but is not required to, issue or cause the sale of bonds, a developer's note,
or other obligations to finance the improvements. If a governmental entity other than the city
of Bloomington issues the obligations used to finance the parking facilities and other public
improvements, the city may transfer the funds available under this section and section 27 for
financing the project to the entity that issued the bonds.

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

Sec. 17. Laws 2008, chapter 366, article 5, section 29, subdivision 1, is amended to read:

Subdivision 1. Issuing authority. (a) The city of Bloomington may contract with any of the
following authorities to issue and sell revenue bonds for the purposes and in the amounts specified
in subdivision 2:

(1) the commissioner of finance, exercising the authority granted under this section and
Minnesota Statutes, sections 16A.672 to 16A.675;

(2) the Agricultural and Economic Development Board, exercising the powers granted under
this section and Minnesota Statutes, chapter 41A; or

(3) the Minnesota Public Facilities Authority, exercising the powers granted under this section
and Minnesota Statutes, chapter 446A.

(b) The authority granted in this section is in addition to the statutes in paragraph (a) and
notwithstanding any contrary provisions in them.

(c) The contract must include as a party the developer of any phase-H-of the Mall of Americaand
may include as a party any other entity deemed appropriate by the city of Bloomington, the issuing
authority, and the developer.

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

Sec. 18. Laws 2008, chapter 366, article 5, section 29, subdivision 2, is amended to read:

Subd. 2. Purposes and amounts. (a) The revenue bonds may be issued in a single or multiple
issues and sold for the following purposes.

(1) to pay the costs to design, construct, furnish, and equip parking facilities and felated other
public improvements for any phaseH-of the Mall of America;

(2) to pay the costs of issuance, debt service, and bond insurance or other credit enhancements,
and to fund reserves; and

(3) to refund bonds issued under this section.
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(b) The amount of bonds that may be issued for the purposes of paragraph (a), clause (1), may
not exceed per issue the estimated cost from time to time of the parking facilities and other public
improvements, including soft costs; the amount of bonds that may be issued for the purposes of
paragraph (a), clauses (2) and (3), is not limited.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 19. Laws 2008, chapter 366, article 5, section 29, subdivision 4, is amended to read:

Subd. 4. Sale and issuance; proceeds. (a) The issuing authority may sell and issue the bonds
on the terms and conditions the issuing authority determines to be in the best interests of the state
after reviewing an agreement between the city of Bloomington and the devel oper of any phase-H-of
the Mall of America setting out the terms upon which the city of Bloomington will use the proceeds
of the bond sales. The bonds may be sold at public or private sale at a price or prices the issuing
authority finds appropriate. The issuing authority may enter any agreements or pledges the issuing
authority determines necessary or useful to sell the bonds that are not inconsistent with this section.

(b) The city may enter into a preliminary agreement with the issuing authority under which the
city agrees, if the revenue bonds are not issued, to pay or cause to be paid the costs and expenses
incurred by the issuing authority relating to the proposed issuance of the revenue bonds.

(c) The proceeds of the bonds issued under this section must be credited to a special Mall of
Americarevenue bond proceeds account with the issuing authority or atrustee and are appropriated
to the issuing authority for payment to the city of Bloomington for the purposes specified in
subdivision 2.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 20. Laws 2008, chapter 366, article 5, section 34, is amended to read:
Sec. 34. CITY OF OAKDALE; ORIGINAL TAX CAPACITY.

(&) The provisions of this section apply to redevelopment tax increment financing districts
created by the Housing and Redevelopment Authority in and for the city of Oakdale in the areas
comprised of the parcels with the following parcel identification numbers: (1) 3102921320053;
3102921320054;  3102921320055; 3102921320056; 3102921320057; 3102921320058;
3102921320062; 3102921320063; 3102921320059; 3102921320060; and 3102921320061; and
{2)-3102921330005; and 3102921330004, and (2) 2902921330001 and 2902921330005.

(b) For adistrict subject to this section, the Housing and Redevelopment Authority may, when
reguesting certification of the original tax capacity of the district under Minnesota Statutes, section
469.177, elect to have the original tax capacity of the district be certified as the tax capacity of the
land.

(c) The authority to request certification of adistrict under this section expires on July 1, 2013.

EFFECTIVE DATE. This section is effective upon approval by the governing body of the city
of Oakdale and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 21. MALL OF AMERICA; LABOR PEACE.

As a condition to providing any public financing to any phase of the Mall of America project,




2576 JOURNAL OF THE SENATE [38TH DAY

the governing bodies of the city of Bloomington and the Bloomington Port Authority shall require
the developers of any phase of the Mall of America project to enter into a labor peace agreement
with the labor organization which is most actively engaged in representing and attempting to
represent hotel workers in Hennepin and Ramsey Counties. The labor peace agreement must be an
enforceable agreement and must prohibit the labor organization and its members from engaging in
any boycott or other activity advising customers not to patronize any hotel that is part of any phase
for at least the first five years of the hotel's operation, and must cover all operations at the hotel,
other than construction, alteration, or repair of the premises separately owned and operated, which
are conducted by lessees or tenants or under management agreements, except retail operations,
including gift, jewelry, and clothing shops that have annual gross revenues of less than $250,000.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 22. CHISAGO CITY AND LINDSTROM JOINT VENTURE.

Any two or more of the cities of Chisago City and Lindstrom, their economic development
authorities, housing and redevelopment authorities, and the county of Chisago may enter into a
joint powers agreement to acquire and develop or redevelop a business park in either city. Any
party to the agreement may spend money or issue debt for all or a part of the project, regardless of
whether the project islocated within its corporate boundaries. | ssuance of debt under this section is
subject to Minnesota Statutes, chapter 475, except that an election is not required. The agreement
may provide for the parties to share revenues from the project. Any party to the agreement may levy
taxes or spend its funds, as otherwise permitted by law, to pay for the project, including debt issued
to finance the project.

If the project is included in a tax increment financing district, each city and authority that is
a party to the agreement may treat the tax increment financing district as being located within its
corporate boundaries for purposes of the authority under the tax increment financing act, Minnesota
Statutes, sections 469.174 to 469.1799, to spend increments or issue bonds for the project.

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

Sec. 23.CITY OF MANKATO; TAX INCREMENT FINANCING DISTRICT; PROJECT
REQUIREMENTS.

Subdivision 1. Expenditures outside district. Notwithstanding Minnesota Statutes, section
469.1763, subdivision 2, or any other law to the contrary, the city of Mankato may expend
increments generated from its South Riverfront tax increment financing district anywhere
within the South Riverfront Redevelopment project area. In this section, the "South Riverfront
Redevelopment project area’ and the " South Riverfront tax increment financing district” mean the
area and district as they may be modified from time to time.

Subd. 2. Use of increments. Tax increments derived from the South Riverfront tax increment
financing district may be used to reimburse or otherwise pay the city of Mankato for alowable
expenditures under the plan budget for the South Riverfront tax increment district.

Subd. 3. Interfund loans. The requirement for resolutions under Minnesota Statutes, section
469.178, subdivision 7, does not apply to the South Riverfront tax increment financing district.

EFFECTIVE DATE. Thissection is effective upon approval by the governing body of the city
of Mankato and upon compliance by the city with Minnesota Statutes, section 645.021, subdivision
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Sec. 24. CITY OF NORTH MANKATO; TAX INCREMENT FINANCING DISTRICT,
PROJECT REQUIREMENTS.

Subdivision 1. Addition of parcel to district. Notwithstanding Minnesota Statutes, sections
469.174, subdivision 10, and 469.175, subdivision 4, paragraph (d), or any other law to the
contrary, the governing body of the city of North Mankato may elect to expand the boundaries of
Tax Increment Financing District No. IDD 1-8 to include real property, described as follows:

Lots 3, 4, 5, 6, 7, 8, B, and C and part of vacated Cedar Street, Lots A, 1, and 2 lying
northwesterly of a line beginning at a point on the South line of Lot A 74.67 feet West of the
southeast corner of Lot A; thence northeasterly 107.30 feet to a point on the East line of Lot 2;
thence continuing northeasterly 47.47 feet to a point on the East right-of-way line of vacated Cedar
Street; said point being 101.93 feet southerly from the intersection of the south right-of-way line
of Wheeler Avenue and the east right-of-way line vacated Cedar Street, Lamm's Second Addition,
City of North Mankato, Nicollet County, Minnesota (tax parcel number R 18.614.0040).

Subd. 2. Original tax capacity of district. Upon addition of the property described in
subdivision 1 in Tax Increment Financing District No. IDD 1-8, the Nicollet County auditor shall
increase the original tax capacity of Tax Increment Financing District No. IDD 1-8 by the amount
required by Minnesota Statutes, section 469.177.

Subd. 3. Use of increments. Tax increments and other revenues derived from any portion of Tax
Increment Financing District No. IDD 1-8, as enlarged, may be used:

(2) to reimburse or otherwise pay the port authority of the city of North Mankato and the city
of North Mankato for allowable expenditures under the plan budget for Tax Increment Financing
District No. IDD 1-8, as amended from time to time; and

(2) to pay the principal, premium, and interest on the $990,000 city of North Mankato taxable
general obligation tax increment bonds, series 2001D, issued by the city of North Mankato for
redevelopment costs in Tax Increment Financing District No. IDD 1-8 under the tax increment
financing plan for Tax Increment Financing District No. IDD 1-8 as originally adopted January 16,
1990, and amended April 2, 2001.

Subd. 4. Approval of modification. When the governing body of the city electsto exercise the
authority provided in subdivision 1 to modify the district, it must comply with Minnesota Statutes,
section 469.175, subdivision 4, except for paragraph (d).

EFFECTIVE DATE. This section is effective upon approval by the governing body of the
city of North Mankato and upon compliance by the city with Minnesota Statutes, section 645.021,
subdivision 3.

Sec. 25. CITY OF ST. LOUIS PARK; EXTENSION OF TAX INCREMENT DISTRICT
DURATION.

Notwithstanding Minnesota Statutes, section 469.176, subdivision 1b, the duration of the
Elmwood Village Tax Increment Financing District is extended to 25 years after receipt by the St.
Louis Park Economic Development Authority of the first increment from the district.
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EFFECTIVE DATE. This section is effective upon compliance by the governing body of the
city of St. Louis Park with the requirements of Minnesota Statutes, sections 469.1782, subdivision
2, and 645.021, subdivision 3.

Sec. 26. CENTRAL CORRIDOR LIGHT RAIL TRANSIT PROJECT AREA.

The Housing and Redevel opment Authority of the city of St. Paul, with the approval of the city
of St. Paul, may establish the Central Corridor light rail transit project area as a redevelopment
project under Minnesota Statutes, section 469.028. At least 80 percent of the property included in
the project area must be located within one quarter mile of the Central Corridor light rail transit
alignment.

EFFECTIVE DATE. This section is effective upon approval by the St. Paul City Council in
compliance with Minnesota Statutes, section 645.021.

Sec. 27. CITIESOF ST. PAUL AND FRIDLEY; AUTHORITY TO EXERCISE SPECIAL
LAW AUTHORITY.

Notwithstanding the failure of the governing bodies of the city of St. Paul and the city of Fridley
to approve Laws 1995, chapter 264, article 5, sections 44 to 47, as required by Laws 1995, chapter
264, article 5, section 49, the provisions of sections 44 to 47, as amended, apply to the city of St.
Paul and to the city of Fridley without local approval under Minnesota Statutes, section 645.023,
subdivision 1, paragraph (a).

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec.28.CITY OF ST. PAUL ; TAX INCREMENTSFOR CENTRAL CORRIDOR COSTS.

The Neighborhood Commercial Scattered Site tax increment financing district (county No.
100), the Hubbard tax increment financing district (county No. 193), the Spruce Tree tax increment
financing district (county No. 83), and the Snelling-University tax increment financing district
(county No. 135) are subject to this section.

Minnesota Statutes, sections 469.176, subdivisions 4b; 4g, paragraph (c); 4j; and 4l, and
469.1763, subdivision 2, paragraph (a), do not apply to the expenditure of tax increments from
the named tax increment districts. The five-year rule under Minnesota Statutes, section 469.1763,
subdivision 3, is extended for these districts to a ten-year period. Tax increments from these
districts may be expended within the original redevelopment project areas or within the Central
Corridor light rail transit redevelopment project areafor any public redevelopment costs and to pay
the cost of programs to mitigate lost parking caused by the construction of the Central Corridor
light rail transit line.

EFFECTIVE DATE. This section is effective upon approva by the St. Paul City Council in
compliance with Minnesota Statutes, section 645.021.

Sec. 29. CITY OF SAUK RAPIDS; TIF.

Any parcel inthe city of Sauk Rapidslocated within Blocks 26, 27, 59, 61, and 62, original town
of Sauk Rapids Plat, is deemed to meet the requirements of Minnesota Statutes, section 469.174,
subdivision 10, paragraph (d), clause (1), if the following conditions are met:

(1) a building on the parcel was demolished in compliance with Minnesota Statutes, section
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469.174, subdivision 10, paragraph (d), clause (2), after the authority adopted a resol ution pursuant
to Minnesota Statutes, section 469.174, subdivision 10, paragraph (d), clause (3); and

(2) the request for certification of the parcel as part of adistrict is filed with the county auditor
by December 31, 2012.

EFFECTIVE DATE. This section is effective upon compliance by the governing body of the
city of Sauk Rapids with the requirements of Minnesota Statutes, section 645.021, subdivision 3.

Sec. 30. HOUSING AND REDEVELOPMENT AUTHORITY OF THECITY OF SOUTH
ST. PAUL; TAX INCREMENT FINANCING DISTRICT.

Subdivision 1. Authorization. Notwithstanding the provisions of any other law, the Housing and
Redevelopment Authority of the city of South St. Paul may establish aredevel opment tax increment
financing district comprised of the properties included in the existing Concord Street tax increment
district in the city that are exempt under Minnesota Statutes, section 469.179, subdivision 1, and
were not decertified before July 1, 2009. The district created under this section may be certified after
August 1, 2009, and terminates no later than December 31, 2024. The Housing and Redevel opment
Authority of the city of South St. Paul may create the district under this section only if it entersinto
an agreement with Dakota County to pay the county annually out of the increment from this district
an amount equal to the tax that would have been payable to the county on the captured tax capacity
of the district had the district not been created.

Subd. 2. Special rules. The requirements for qualifying a redevelopment district under
Minnesota Statutes, section 469.174, subdivision 10, do not apply to parcels located within the
district. Minnesota Statutes, section 469.176, subdivisions 4j and 4l, do not apply to the district.
The original tax capacity of the district is $354,945.

Subd. 3. Authorized expenditures. Tax increment from the district may be expended to pay for
any eligible activities authorized by Minnesota Statutes, chapter 469, within the redevelopment area
that includes the district. All such expenditures are deemed to be activities within the district under
Minnesota Statutes, section 469.1763, subdivisions 2, 3, and 4. The Housing and Redevel opment
Authority of the city of South St. Paul must collect the second half of the 2009 tax increment from
the existing Concord Street tax increment district and use the tax increment for eligible activities
within the redevelopment area.

Subd. 4. Adjusted net tax capacity. The captured tax capacity of the district must beincluded in
the adjusted net tax capacity of the city, county, and school district for the purposes of determining
local government aid, education aid, and county program aid. The county auditor shall report to
the commissioner of revenue the amount of the captured tax capacity for the district at the time the
assessment abstracts are filed.

EFFECTIVE DATE. This section is effective upon compliance with Minnesota Statutes,
section 645.021, subdivision 3, by the governing body of the city of South St. Paul.

Sec. 31. LOAN TO AIRCRAFT ASSEMBLY PROJECT.

Of the money available in the Minnesota investment fund provided in Minnesota Statutes,
section 116J.8731, $3,000,000 is appropriated in fiscal year 2010 to the commissioner of
employment and economic development for a loan to an aircraft manufacturing and assembly
company, associated with the aerospace industry, for equipment utilized to establish an aircraft
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completion center at the Minneapolis-St. Paul International Airport. The finishing center must use
the state's vocational training programs designed specifically for aircraft maintenance training and,
to the extent possible, recruit employees from these programs. The center must create at least 200
new manufacturing jobs within 24 months of receiving the loan, and create not less than 500 new
manufacturing jobs over afive-year period in Minnesota.

This loan is not subject to loan limitations under Minnesota Statutes, section 116J.8731,
subdivision 5, and any match requirements under Minnesota Statutes, section 116J.8371,
subdivision 3, may be made from current resources. Thisis a onetime appropriation and is effective
the day following final enactment.

Sec. 32. MOUNTAIN IRON ECONOMIC DEVELOPMENT AUTHORITY; WIND
ENERGY PROJECT.

(d) The Mountain Iron economic development authority may form or become a member of a
limited liability company organized under Minnesota Statutes, chapter 322B, for the purpose of
devel oping acommunity-based energy development project pursuant to Minnesota Statutes, section
216B.1612. A limited liability company formed or joined under this section is subject to the open
meeting requirements established in Minnesota Statutes, chapter 13D. A project authorized by this
section may not sell, transmit, or distribute the electrical energy at retail or providefor end use of the
electrical energy to an off-sitefacility of the economic devel opment authority or thelimited liability
company. Nothing in this section modifiesthe exclusive serviceterritories or exclusiveright to serve
as provided in Minnesota Statutes, sections 216B.37 to 216B.43.

(b) Theauthority may acquirealeasehold interest in property outsideits corporate boundariesfor
the purpose of devel oping acommunity-based energy devel opment project as provided in Minnesota
Statutes, section 216B.1612.

EFFECTIVE DATE. This section is effective the day after the city of Mountain Iron and its
chief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 33. SEAWAY PORT AUTHORITY OF DULUTH; TAX INCREMENT FINANCING
DISTRICT, SPECIAL RULES.

If the Seaway Port Authority of Duluth adopts a tax increment financing plan or plans
and the governing body of the city of Duluth approves the plan or plans for one or more tax
increment financing districts consisting of one or more parcels identified as. 010-2730-00010;
010-2730-00020;  010-2730-00040; 010-2730-00050; 010-2730-00070; 010-2730-00080;
010-2730-00090; 010-2730-00100; 010-2730-00160; 010-2730-00180; 010-2730-00200;
010-2730-01250; 010-2730-01340; 010-2730-01350; 010-2730-01490; 010-2730-01500;
010-2730-01510; 010-2730-01520; 010-2730-01530; 010-2730-01540; 010-2730-01550;
010-2730-01560;  010-2730-01570; 010-2730-01580; 010-2730-01590; 010-2730-1300;
010-2746-1330;  010-2746-1440; 010-2746-1380;  010-3300-4560;  010-3300-4565;
010-3300-04570; 010-3300-04580; 010-3300-04640; 010-3300-04645; 010-3300-04650, the
five-year rule under Minnesota Statutes, section 469.1763, subdivision 3, is extended to a ten-year
period.

EFFECTIVE DATE. This section is effective upon approval by the governing body of the city
of Duluth and compliance with Minnesota Statutes, section 645.021, subdivision 3.
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Sec. 34. WINONA COUNTY ECONOMIC DEVELOPMENT AUTHORITY; WIND
ENERGY PROJECT.

(a) The Winona County economic development authority may form or become a member of
alimited liability company organized under Minnesota Statutes, chapter 322B, for the purpose of
developing acommunity-based energy development project pursuant to Minnesota Statutes, section
216B.1612. A limited liability company formed or joined under this section is subject to the open
meeting requirements established in Minnesota Statutes, chapter 13D. A project authorized by this
section may not sell, transmit, or distribute the electrical energy at retail or providefor end use of the
electrical energy to an off-sitefacility of the economic devel opment authority or thelimited liability
company. Nothing in this section modifiesthe exclusive serviceterritories or exclusiveright to serve
as provided in Minnesota Statutes, sections 216B.37 to 216B.43.

(b) Theauthority may acquirealeasehold interest in property outsideits corporate boundariesfor
the purpose of devel oping acommunity-based energy devel opment project as provided in Minnesota
Statutes, section 216B.1612.

EFFECTIVE DATE. This section is effective the day after the county of Winona and its chief
clerical officer comply with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 35. REPEALER.

(a) Laws 1996, chapter 464, article 1, section 8, subdivisions 3 and 5, are repealed.

(b) Laws 2008, chapter 366, article 5, section 30, subdivision 7, is repealed.

EFFECTIVE DATE. This section is effective the day following final enactment.
ARTICLE 7
PUBLIC FINANCE
Section 1. [16A.647] TAX CREDIT AND INTEREST SUBSIDY BONDS.

Subdivision 1. Authority to issue. When authorized by law to issue state general obligation
bonds, the commissioner may issue all or part of the bonds astax credit bonds or asinterest subsidy
bonds or a combination of the two. The provisions of section 16A.695 do not apply to bonds issued
as tax credit bonds or interest subsidy bonds.

Subd. 2. Definitions. (a) For purposes of this section, the following terms have the meanings
given them.

(b) "Tax credit bonds" means bonds, the interest on which is includable in the income of the
owner of the bonds for federal income tax purposes, but for which the owner is entitled to afedera
tax credit.

(c) "Interest subsidy bonds' means bonds, the interest on which is includable in the income of
the owner of the bondsfor federal income tax purposes, but for which theissuer isentitled to federa
interest subsidy paymentsbased on a percentage of theinterest payable on theinterest subsidy bonds.

Subd. 3. Method of sale. Notwithstanding the provisions of section 16A.641, subdivision 4,
the commissioner may sell any series of tax credit bonds or interest subsidy bonds at negotiated
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sale upon the terms and conditions and the restrictions the commissioner prescribes, but the
commissioner may contract for investment banking and banking services only after receiving
competitive proposals for the services. The commissioner may enter into al contracts deemed
necessary or desirable to accomplish the sale in a cost-effective manner.

Subd. 4. Sinking fund. The commissioner's order authorizing the issuance of interest subsidy
bonds must establish a separate sinking fund account for the interest subsidy bondsin the state bond
fund. There isannually appropriated, as received, to each interest subsidy bond account, in addition
to amounts appropriated under section 16A.641, the interest subsidy payments received from the
federal government with respect to that issue of interest subsidy bonds in that year.

Subd. 5. Sale. Tax credit bonds and interest subsidy bonds must be sold at a price not less than
98 percent of their stated principal amount. No state trunk highway bond may be sold for a price of
less than par and accrued interest.

Sec. 2. Minnesota Statutes 2008, section 37.31, subdivision 8, is amended to read:

Subd. 8. Expiration. The authority to issue bonds, other than bondsto refund outstanding bonds,
under this section expires July 1, 2009 2015.

Sec. 3. Minnesota Statutes 2008, section 126C.55, subdivision 4, is amended to read:

Subd. 4. Pledge of district's full faith and credit. If, at the request of a school district or
intermediate school district, the state has paid part or all of the principal or interest dueon adistrict's
debt obligation on a specific date, the pledge of the full faith and credit and unlimited taxing powers
of the school district or the member districts of the intermediate district to repay the principal and
interest due on those debt obligations shall also, without an election or the requirement of afurther
authorization, become apledge of the full faith and credit and unlimited taxing powers of the school
district or the member districts of the intermediate district to repay to the state the amount paid,
with interest. Amounts paid by the state must be repaid in the order in which the state payments
were made. Whenever the state pays under this section interest on bonds for which the issuer is
entitled to federal interest subsidy payments, the state is subrogated to the issuer's rights to any
federal interest subsidy payments relating to the interest paid by the state, unless and until the state
has been reimbursed by the issuer in full.

Sec. 4. Minnesota Statutes 2008, section 204B.46, is amended to read:
204B.46 MAIL ELECTIONS; QUESTIONS.

A county, municipality, or school district submitting questions to the voters at a special election
may conduct an election by mail with no polllng place other than the office of the auditor or clerk.
Ay . offices may be voted on
at amail election. Notlce of the electl on must be glven to the county auditor at least 53 days prior
to the election. This notice shall also fulfill the requirements of Minnesota Rules, part 8210.3000.
The special mail ballot procedures must be posted at least six weeks prior to the election. No
earlier than 20 or later than 14 days prior to the election, the auditor or clerk shall mail ballots by
nonforwardable mail to all voters registered in the county, municipality, or school district. Eligible
voters not registered at the time the ballots are mailed may apply for ballots pursuant to chapter
203B.

Sec. 5. Minnesota Statutes 2008, section 360.036, subdivision 2, is amended to read:
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Subd. 2. I'ssuance of bonds. () Bonds to be issued by a municipality under sections 360.011 to
360.076, shall be authorized and issued in the manner and within the limitation prescribed by laws
or the charter of the municipality for the issuance and authorization of bonds for public purposes
generally, except as provided in paragraphs (b) and (c).

(b) No election is required to authorize the issuance of the bonds if:

(1) aboard organized under section 360.042 recommends by a resolution adopted by a vote of
not less than 60 percent of its members the issuance of bonds, and the bonds are authorized by a
resolution of the governing body of each of the municipalities acting jointly pursuant to section
360.042, adopted by a vote of not less than 60 percent of its members; e+

(2) the bonds are authorized by aresolution of the governing body of the municipality, adopted
by avote of not less than 60 percent of its members; or

(3) the bonds are being issued for the purpose of financing the costs of constructing, enlarging,
or improving airports and other air navigation facilities; and

(i) the governing body estimates that passenger facility charges and other revenues pledged to
the payment thereof will be at least 20 percent of the debt service payable on the bondsin any year;

(ii) the project will be funded in part by a state or federal grant for airport development; and

(iii) the principa amount of the bondsissued under this clause does not exceed 25 percent of the
amount of the state or federal grant.

(c) If the bonds are general obligations of the municipality, the levy of taxes required by section
475.61 to pay principal and interest on the bondsis not included in computing or applying any levy
limitation applicable to the municipality.

Sec. 6. Minnesota Statutes 2008, section 366.095, subdivision 1, is amended to read:

Subdivision 1. Certificates of indebtedness. The town board may issue certificates of
indebtedness within the debt limits for atown purpose otherwise authorized by law. The certificates
shall be payable in not more than five ten years and be issued on the terms and in the manner as
the board may determine. If the amount of the certificates to be issued exceeds 0.25 percent of
the market value of the town, they shall not be issued for at least ten days after publication in a
newspaper of genera circulation in the town of the board's resolution determining to issue them.
If within that time, a petition asking for an election on the proposition signed by voters equal to
ten percent of the number of voters at the last regular town election is filed with the clerk, the
certificates shall not beissued until their issuance has been approved by a mgjority of the votes cast
on the question at aregular or special election. A tax levy shall be made to pay the principal and
interest on the certificates as in the case of bonds.

Sec. 7. Minnesota Statutes 2008, section 373.47, subdivision 1, is amended to read:

Subdivision 1. Authority to incur debt. Subject to prior approva by the Statewide Radio
Board under section 403.36, the governing body of a county may finance the cost of designing,
constructing, and acquiring public safety communication system infrastructure and equipment for
use on the statewide, shared public safety radio system by issuing:

(1) capital improvement bonds under section 373.40, as if the infrastructure and equipment
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gualified asa"capital improvement" within the meaning of section 373.40, subdivision 1, paragraph
(b), bonds issued under this section are exempt from and shall not be included in calculating the
limitations in section 373.40, subdivision 4; and

(2) capital notes under the provisions of section 373.01, subdivision 3, as if the equipment
qualified as "capital equipment" within the meaning of section 373.01, subdivision 3.

EFFECTIVE DATE. This section is effective the day following final enactment, and applies
to bonds issued after May 22, 2002.

Sec. 8. Minnesota Statutes 2008, section 446A.086, is amended by adding asubdivision to read:

Subd. 12. Federal interest subsidy payments. Whenever the state pays under this section
interest on bonds for which the issuer is entitled to federal interest subsidy payments, the state is
subrogated to the issuer's rights to any federal interest subsidy payments relating to the interest
paid by the state, unless and until the state has been reimbursed by the issuer in full.

Sec. 9. Minnesota Statutes 2008, section 469.005, subdivision 1, is amended to read:

Subdivision 1. County and multicounty authorities. The areaof operation of acounty authority
shall include al of the county for which it is created, and in case of a multicounty authority, it shall
include all of the palitical subdivisionsfor which the multicounty authority is created; provided, that
acounty authority or a multicounty authority shall not undertake any project within the boundaries
of any city which has not empowered the authority to function therein as provided in section 469.004
unless aresolution has been adopted by the governing body of the city-aneHoy-any-adtherty-which
hasbeen-establishedirtheeity-declaring that there isaneed for the county or multicounty authority
to exerciseits powersinthecity. A resolutionisnot required for the operation of a Section 8 program
or a public housing scattered site project.

Sec. 10. Minnesota Statutes 2008, section 469.015, subdivision 1, is amended to read:

Subdivision 1. Bids; natice. All construction work, and work of demolition or clearing, and
every purchase of equipment, supplies, or materials, necessary in carrying out the purposes of
sections 469.001 to 469.047, that-Hvehve-expenditure-of-$50,000-erere shall be awarded by
contract as provided in section 471.345. Before receiving bids under section 471.345, subdivision
3, the authority shall publish, once a week for two consecutive weeks in an official newspaper of
general circulation in the community a notice that bids will be received for that construction work,
or that purchase of equipment, supplies, or materials. The notice shall state the nature of the work
and the terms and conditions upon which the contract is to be let, naming a time and place where
bids will be received, opened and read publicly, which time shall be not less than seven days after
the date of the last publication. After the bids have been received, opened and read publicly and
recorded, the authority shall award the contract to the lowest responsible bidder, provided that the
authority reserves the right to reject any or al bids. Each contract shall be executed in writing,
and the person to whom the contract is awarded shall give sufficient bond to the authority for its
faithful performance. If no satisfactory bid is received, the authority may readvertise. The authority
may establish reasonable qualifications to determine the fitness and responsibility of bidders and to
require bidders to meet the qualifications before bids are accepted.

Sec. 11. Minnesota Statutes 2008, section 469.015, subdivision 2, is amended to read:

Subd. 2. Exception; emergency. If the authority by a vote of four-fifths of its members shall
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declare that an emergency exists requiring the immediate purchase of any equipment or material
or supplies at a cost in excess of $50,000-but—ret-exceeding-$75;000 the amount provided in
section 471.345, or making of emergency repairs, it shall not be necessary to advertise for bids,
but the material, equipment, or supplies may be purchased in the open market at the lowest price
obtainable, or the emergency repairs may be contracted for or performed without securing formal
competitive bids. An emergency, for purposes of this subdivision, shall be understood to be
unforeseen circumstances or conditions which result in the placing in jeopardy of human life or

property.
Sec. 12. Minnesota Statutes 2008, section 469.015, subdivision 3, is amended to read:

Subd. 3. Performance and payment bonds. Performance and payment bonds shall be required
from contractors for any works of construction as prowded inand subj ect to al the prowsons of
sections574.26t0 574.31 & , ,
+Hhanr-558:806.

Sec. 13. Minnesota Statutes 2008, section 469.034, subdivision 2, is amended to read:

Subd. 2. Gener al obligation revenue bonds. (a) An authority may pledge the general obligation
of the general jurisdiction governmental unit as additional security for bonds payable from income
or revenues of the project or the authority. The authority must find that the pledged revenues will
equal or exceed 110 percent of the principal and interest due on the bondsfor each year. The proceeds
of the bonds must be used for a qualified housing development project or projects. The obligations
must beissued and sold in the manner and following the procedures provided by chapter 475, except
the obligations are not subject to approval by the electors, and the maturities may extend to not more
than 35 yearsfor obligations sold to finance housing for the elderly and 40 yearsfor other obligations
issued under this subdivision. The authority is the municipality for purposes of chapter 475.

(b) The principal amount of the issue must be approved by the governing body of the genera
jurisdiction governmental unit whose general obligation is pledged. Public hearings must be held on
issuance of the obligations by both the authority and the general jurisdiction governmental unit. The
hearings must be held at least 15 days, but not more than 120 days, before the sale of the obligations.

(c) The maximum amount of general obligation bondsthat may beissued and outstanding under
thissection equalsthe greater of (1) one-half of one percent of the taxable market value of the general
jurisdiction governmental unit whose general obligation is pledged, or (2) $3,000,000. In the case
of county or multicounty general obligation bonds, the outstanding general obligation bonds of all
citiesin the county or counties issued under this subdivision must be added in calculating the limit
under clause (1).

(d) "General jurisdiction governmental unit" means the city in which the housing devel opment
project is located. In the case of a county or multicounty authority, the county or counties may act
as the genera jurisdiction governmental unit. In the case of a multicounty authority, the pledge of
the general obligation is a pledge of atax on the taxable property in each of the counties.

(e) "Qualified housing development project” means a housing development project providing
housing either for the elderly or for individual sand familieswith incomes not greater than 80 percent
of the median family income as estimated by the United States Department of Housing and Urban
Development for the standard metropolitan statistical area or the nonmetropolitan county in which
the project is located. The project must be owned for the term of the bonds either by the authority
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or by alimited partnership or other entity in which the authority or another entity under the sole
control of the authority is the sole general partner and the partnership or other entity must receive
(1) an dlocation from the Department of Finance or an entitlement issuer of tax-exempt bonding
authority for the project and a preliminary determination by the Minnesota Housing Finance Agency
or the applicable suballocator of tax creditsthat the project will qualify for four percent low-income
housing tax credits or (2) a reservation of nine percent low-income housing tax credits from the
Minnesota Housing Finance Agency or a suballocator of tax credits for the project. A qualified
housing development project may admit nonelderly individuals and families with higher incomes
if:

(2) three years have passed since initial occupancy;

(2) theauthority findsthe project is experiencing unanticipated vacanciesresulting ininsufficient
revenues, because of changesin population or other unforeseen circumstances that occurred after
theinitial finding of adequate revenues; and

(3) the authority finds a tax levy or payment from general assets of the general jurisdiction
governmental unit will be necessary to pay debt service on the bonds if higher income individuals
or families are not admitted.

(f) The authority may issue bonds to refund bonds issued under this subdivision in accordance
with section 475.67. Thefinding of the adequacy of pledged revenues required by paragraph (a) and
the public hearing required by paragraph (b) shall not apply to theissuance of refunding bonds. This
paragraph applies to refunding bonds issued on and after July 1, 1992.

Sec. 14. Minnesota Statutes 2008, section 469.040, subdivision 2, is amended to read:

Subd. 2. Leased property, exception. Notwithstanding the provisions of subdivision 1, any
property other than property to be operated as a parking facility that the authority leases to private
individuals or corporations for development in connection with a redevelopment project shall have
the same tax status as if the leased property were owned by the private individuals or corporations.
This subdivision does not apply to leases by the authority to individuals or families for residential
use.

EFFECTIVE DATE. This section applies to housing projects and housing development
projects constructed or acquired by an authority after July 1, 1987, for property taxes payable in
2010 and thereafter.

Sec. 15. Minnesota Statutes 2008, section 469.040, subdivision 4, is amended to read:

Subd. 4. Facilitiesfunded from multiple sour ces. In the metropolitan area, as defined in section
473.121, subdivision 2, the tax treatment provided in subdivision 3 applies to that portion of any
multifamily rental housing facility represented by the ratio of (1) the number of unitsin the facility
that are subjectto-thereguirermentsef-constructed with funds provided under Section 5 of the United
StatesHousing Act of 1937, and are receiving operating subsidy under Section 5 or rental assistance
under Section 8 of the United States Housing Act of 1937 as the result of the implementation of a
federal court order or consent decree to (2) the total number of units within the facility.

The housing and redevel opment authority for the city in which the facility islocated, any public
entity exercising the powers of such housing and redevel opment authority, or the county housing and
redevelopment authority for the county in which the facility islocated, shall annually certify to the
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assessor responsible for assessing the facility, at the time and in the manner required by the assessor,
the number of units in the facility that are subjeetto-thereguirements-of constructed with funds
provided under Section 5 of the United States Housing Act of 1937, and are receiving operating
subsidy under Section 5 or rental assistance under Section 8 of the United States Housing Act of
1937.

Nothinginthissubdivision shall prevent that portion of the facility not subject to thissubdivision
from meeting the requirements of section 273.128, and for that purpose the total number of unitsin
the facility must be taken into account.

Sec. 16. Minnesota Statutes 2008, section 469.153, subdivision 2, is amended to read:

Subd. 2. Project. (a) "Project” means (1) any properties, real or personal, used or useful
in connection with a revenue producing enterprise, or any combination of two or more such
enterprises engaged or to be engaged in generating, transmitting, or distributing electricity,
assembling, fabricating, manufacturing, mixing, processing, storing, warehousing, or distributing
any products of agriculture, forestry, mining, or manufacture, or in research and development
activity in this field, or in the manufacturing, creation, or production of intangible property,
including any patent, copyright, formula, process, design, know how, format, or other similar item;
(2) any properties, real or personal, used or useful in the abatement or control of noise, air, or water
pollution, or in the disposal of solid wastes, in connection with a revenue producing enterprise,
or any combination of two or more such enterprises engaged or to be engaged in any business or
industry; (3) any properties, real or personal, used or useful in connection with the business of
telephonic communications, conducted or to be conducted by a telephone company, including toll
lines, poles, cables, switching, and other electronic equipment and administrative, data processing,
garage, and research and development facilities; (4) any properties, real or personal, used or useful
in connection with adistrict heating system, consisting of the use of one or more energy conversion
facilities to produce hot water or steam for distribution to homes and businesses, including
cogeneration facilities, distribution lines, service facilities, and retrofit facilities for modifying the
user's heating or water system to use the heat energy converted from the steam or hot water.

(b) "Project" also includes any properties, real or personal, used or useful in connection with a
revenue producing enterprise, or any combination of two or more such enterprises engaged in any
business.

(c) "Project" aso includes any properties, real or personal, used or useful for the promotion of
tourism in the state. Properties may include hotels, motels, lodges, resorts, recreational facilities of
the type that may be acquired under section 471.191, and related facilities.

(d) "Project" also includes any properties, real or personal, used or useful in connection with a
revenue producing enterprise, whether or not operated for profit, engaged in providing health care
services, including hospitals, nursing homes, and related medical facilities.

(e) "Project” does not include any property to be sold or to be affixed to or consumed in the
production of property for sale, and does not include any housing facility to be rented or used as a
permanent residence.

(f) "Project"” also means the activities of any revenue producing enterprise involving the
construction, fabrication, sale, or leasing of equipment or products to be used in gathering,
processing, generating, transmitting, or distributing solar, wind, geothermal, biomass, agricultural
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or forestry energy crops, or other alternative energy sourcesfor use by any person or any residential,
commercial, industrial, or governmental entity in heating, cooling, or otherwise providing energy
for afacility owned or operated by that person or entity.

(9) "Project" aso includes any properties, real or personal, used or useful in connection with a
county jail, county regional jail, community correctionsfacilitiesauthorized by chapter 401, or other
law enforcement facilities, the plans for which are approved by the commissioner of corrections;
provided that the provisions of section 469.155, subdivisions7 and 13, do not apply to those projects.

(h) "Project" aso includes any real properties used or useful in furtherance of the purpose and
policy of section 469.141.

(i) "Project" also includes related facilities as defined by section 471A.02, subdivision 11.

() "Project" also includes an undertaking to purchase the obligations of local governments
located in whole or in part within the boundaries of the municipality that are issued or to be issued
for public purposes.

Sec. 17. Minnesota Statutes 2008, section 471.191, subdivision 1, is amended to read:

Subdivision 1. Lease to nonprofit. Any city operating a program of public recreation and
playgrounds pursuant to sections 471.15 to 471.19 may acquire or lease, equip, and maintain land,
buildings, and other recreational facilities, including, but without limitation, outdoor or indoor
swimming pools, skating rinks and arenas, athletic fields, golf courses, marinas, concert hals,
museums, and facilities for other kinds of athletic or cultural participation, contests, conventions,
conferences, and exhibitions, together with related automobile parking facilities as defined in
section 459.14, and may expend funds for the operation of such program and borrow and expend
fundsfor capital coststhereof pursuant to the provisionsof this section. A school district operating a
program of public recreation and playgrounds has the rights provided in this section. Any facilities
to be operated by a nonprofit corporation, as contemplated in section 471.16, may be leased to
the corporation upon such rentals and for such term, not exceeding 30 years, and subject to such
other provisions as may be agreed; including but not limited to provisions (a) permitting the lessee,
subject to whatever conditions are stated, to provide for the construction and equipment of the
facilities by any means available to it and in the manner determined by it, without advertisement
for bids as required for other municipal facilities, and (b) granting the lessee the option to renew
the lease upon such conditions and rentals, or to purchase the facilities at such price, as may be
agreed; provided that (c) any such lease shal require the lessee to pay net rentals sufficient to
pay the principal, interest, redemption premiums, and other expenses when due with respect to all
city bonds issued for the acquisition or betterment of the facilities, less such amount of taxes and
specia assessments, if any, as may become payable in any year of the term of the lease, on the
land, building, or other facilities leased, and (d) no option shall be granted to purchase the facilities
at any time at a price less than the amount required to pay all principal and interest to become
due on such bonds to the earliest date or dates on which they may be paid and redeemed, and all
redemption premiums and other expenses of such payment and redemption.

Sec. 18. Minnesota Statutes 2008, section 474A.02, subdivision 2, is amended to read:

Subd. 2. Annual volume cap. "Annual volume cap" means the aggregate dollar amount of
obligations constituting " private activity bonds" under federal tax law and bearing interest excluded
from gross income for purposes of federal income taxation which, under the provisions of federal
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tax law, may beissued in one year by issuers. Employees of the department shall handle the volume
cap alocations for obligations permitted under the federal American Recovery and Reinvestment
Act of 2009, whether taxable or tax-exempt, in accordance with orders of the commissioner.

Sec. 19. Minnesota Statutes 2008, section 474A.02, subdivision 14, is amended to read:

Subd. 14. Manufacturing project. "Manufacturing project” means any facility which is used
in the manufacturing or production of tangible personal property, including the processing resulting
in a change in the condition of the property, or in the manufacturing, creation, or production of
intangible property, including any patent, copyright, formula, process, design, know how, format,
or other similar item.

Sec. 20. Minnesota Statutes 2008, section 475.67, subdivision 8, is amended to read:

Subd. 8. Escrow account securities. Securities purchased for the escrow account shall belimited
to:

(a) general obligations of the United States, securities whose principal and interest paymentsare
guaranteed by the United States, and securitiesissued by thefollowing agencies of the United States:
Banks for Cooperatives, Federal Home Loan Banks, Federal Intermediate Credit Banks, Federal
Land Banks, and the Federal National Mortgage Association; or

(b) obligationsissued or guaranteed by any state or any political subdivision of a state, which at
the date of purchase are rated in the highest or the next highest rating given category by Standard
and Poor's Corporation, Moody's I nvestors Service, or asimilar nationally recognized rating agency,
but not less than the rating on the refunded bonds immediately prior to the refunding.

"Rating category," asused in this subdivision, means ageneric securitiesrating category, without
regard in the case of along-term rating category to any refinement or gradation of such long-term
rating category by a numerical modifier or otherwise.

Sec. 21. Laws 1971, chapter 773, section 4, as amended by Laws 1976, chapter 234, section 2,
is amended to read:

Sec. 4. No proceeds of any bonds issued pursuant to section 1 hereof shall be expended for
the construction or equipment of any portion of the St. Paul auditorium or civic center connected
thereto; nor shall any proceeds be expended for the acquisition or betterment of the building known
asthe Lowry Medical Arts Annex. All bondsissued under this act shall mature at any time or times
within ten or, for bonds for public buildings or parking structures, 30 years from the date of issue.

EFFECTIVE DATE. Thissectioniseffectivethe day after the city council and the chief clerical
officer of the city of St. Paul have timely completed their compliance with Minnesota Statutes,
section 645.021, subdivisions 2 and 3.

Sec. 22. ST. PAUL PORT AUTHORITY CREDIT.

Notwithstanding Minnesota Statutes, section 474A.061, subdivision 4, the commissioner of
finance shall apply the $31,800 deposit paid in 2008 for a proposed issue of $1,590,000 in tax
exempt bonds by the St. Paul Port Authority for District Cooling St. Paul, Inc. to an application for
an allocation of tax exempt bonds by the St. Paul Port Authority for the same project.

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




2590 JOURNAL OF THE SENATE [38TH DAY

January 1, 2011.
Sec. 23. EFFECTIVE DATE.

Except where provided otherwise, this article is effective the day following final enactment.
ARTICLE 8
MINERALS

Section 1. Minnesota Statutes 2008, section 298.17, is amended to read:

Subdivision 1. Generally. All occupation taxes paid by persons, copartnerships, companies,
joint stock companies, corporations, and associations, however or for whatever purpose organized,
engaged in the business of mining or producing iron ore or other ores, when collected shall be
apportioned and distributed in accordance with the Constitution of the state of Minnesota, article X,
section 3, in the manner following: 90 percent shall be deposited in the state treasury and credited
to the general fund of which four-ninths shall be used for the support of elementary and secondary
schools; and ten percent of the proceeds of the tax imposed by this section shall be deposited in the
state treasury and credited to the general fund for the general support of the university.

Subd. 2. IRRRB account. Of the moneys apportioned to the general fund by thissection thereis
annually appropriated and credited to the Iron Range Resources and Rehabilitation Board account
in the special revenue fund an amount equal to that which would have been generated by a 1.5 cent
tax imposed by section 298.24 on each taxable ton produced in the preceding calendar year, to be
expended for the purposes of section 298.22. The money appropriated pursuant to this-seetior-shal-
subdivision must be used (1) to provide environmental development grants to local governments
located within any county in region 3 as defined in governor's executive order number 60, issued
on June 12, 1970, which does not contain a municipality qualifying pursuant to section 273.134,
paragraph (b), or (2) to provide economic development loans or grants to businesses located within
any such county, provided that the county board or an advisory group appointed by the county
board to provide recommendations on economic development shall make recommendations to the
Iron Range Resources and Rehabilitation Board regarding the loans. Payment to the Iron Range
Resources and Rehabilitation Board account shall be made by May 15 annually.

Of the money allocated to Koochiching County, one-third must be paid to the Koochiching
County Economic Development Commission.

Subd. 3. 2009 collections. If theamount of occupation tax proceeds collected in 2009 exceedsthe
amount of occupation tax that was forecast to be collected in the February 2009 forecast, one-half
of the amount credited to the general fund under subdivision 1 and not used for the support of
elementary and secondary schools or the university, that exceeds the amount that would have been
credited to the general fund for noneducation purposes if the tax had been collected at the forecast
amount, must be deposited in the Minnesota 21st Century MineralsFund created in section 116J.423.

Sec. 2. Minnesota Statutes 2008, section 298.227, is amended to read:
298.227 TACONITE ECONOMIC DEVELOPMENT FUND.

(a) An amount equal to that distributed pursuant to each taconite producer's taxable production
and qualifying sales under section 298.28, subdivision 9a, shall be held by the Iron Range Resources
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and Rehabilitation Board in a separate taconite economic development fund for each taconite
and direct reduced ore producer. Money from the fund for each producer shall be released by the
commissioner after review by ajoint committee consisting of an equal number of representatives
of the salaried employees and the nonsalaried production and maintenance employees of that
producer. The District 11 director of the United States Steelworkers of America, on advice of each
local employee president, shall select the employee members. In nonorganized operations, the
employee committee shall be elected by the nonsalaried production and maintenance employees.
The review must be completed no later than six months after the producer presents a proposal
for expenditure of the funds to the committee. The funds held pursuant to this section may be
released only for workforce development and associated public facility improvement, or for
acquisition of plant and stationary mining equipment and facilities for the producer or for research
and development in Minnesota on new mining, or taconite, iron, or steel production technology,
but only if the producer provides a matching expenditure to be used for the same purpose of at
least 50 percent of the distribution based on 14.7 cents per ton beginning with distributions in
2002. Effective for proposals for expenditures of money from the fund beginning May 26, 2007,
the commissioner may not release the funds before the next scheduled meeting of the board. If the
board rejects a proposed expenditure, the funds must be deposited in the Taconite Environmental
Protection Fund under sections 298.222 to 298.225. If a producer uses money which has been
released from the fund prior to May 26, 2007 to procure haulage trucks, mobile equipment, or
mining shovels, and the producer removes the piece of equipment from the taconite tax relief area
defined in section 273.134 within ten years from the date of receipt of the money from the fund, a
portion of the money granted from the fund must be repaid to the taconite economic development
fund. The portion of the money to be repaid is 100 percent of the grant if the equipment is removed
from the taconite tax relief area within 12 months after receipt of the money from the fund,
declining by ten percent for each of the subsequent nine years during which the equipment remains
within the taconite tax relief area. If a taconite production facility is sold after operations at the
facility had ceased, any money remaining in the fund for the former producer may be released to
the purchaser of the facility on the terms otherwise applicable to the former producer under this
section. If aproducer fails to provide matching funds for a proposed expenditure within six months
after the commissioner approves release of the funds, the funds are available for rel ease to another
producer in proportion to the distribution provided and under the conditions of this section. Any
portion of the fund which is not released by the commissioner within one year of its deposit in
the fund shall be divided between the taconite environmental protection fund created in section
298.223 and the Douglas J. Johnson economic protection trust fund created in section 298.292
for placement in their respective special accounts. Two-thirds of the unreleased funds shall be
distributed to the taconite environmental protection fund and one-third to the Douglas J. Johnson
economic protection trust fund.

(b) Notwithstanding the requirements of paragraph (@), setting the amount of distributions
and the review process, an amount equal to ten cents per taxable ton of production in 2007, for
distribution in 2008 only, that would otherwise be distributed under paragraph (a), may be used
for aloan for the cost of construction of a biomass energy facility. This amount must be deducted
from the distribution under paragraph (a) for which a matching expenditure by the producer
is not required. The granting of the loan is subject to approva by the Iron Range Resources
and Rehabilitation Board; interest must be payable on the loan at the rate prescribed in section
298.2213, subdivision 3. Repayments of the loan and interest must be deposited in the northeast
Minnesota economic development fund established in section 298.2213. If a loan is not made
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under this paragraph by July 1, 2809 2010, the amount that had been made available for the loan
under this paragraph must be transferred to the northeast Minnesota economic development fund.
Money distributed in 2008 to the fund established under this section that exceeds ten cents per ton
is available to qualifying producers under paragraph (a) on a pro rata basis.

Sec. 3. Minnesota Statutes 2008, section 298.24, subdivision 1, is amended to read:

Subdivision 1. Imposed; calculation. (a) For concentrate produced in 2001, 2002, and 2003,
there isimposed upon taconite and iron sulphides, and upon the mining and quarrying thereof, and
upon the production of iron ore concentrate therefrom, and upon the concentrate so produced, atax
of $2.103 per gross ton of merchantable iron ore concentrate produced therefrom. For concentrates
produced in 2005, the tax rate is the same rate imposed for concentrates produced in 2004. For
concentrates produced in 2009 and subsequent years, thetax isal so imposed upon other iron-bearing
material.

(b) For concentrates produced in 2006 and subsequent years, the tax rate shall be equal to the
preceding year's tax rate plus an amount equal to the preceding year's tax rate multiplied by the
percentageincreaseintheimplicit price deflator from thefourth quarter of the second preceding year
to the fourth quarter of the preceding year, that may not be less than zero. "Implicit price deflator”
meanstheimplicit price deflator for the gross domestic product prepared by the Bureau of Economic
Analysis of the United States Department of Commerce.

(c) An additional tax is imposed equal to three cents per gross ton of merchantable iron ore
concentrate for each one percent that the iron content of the product exceeds 72 percent, when dried
at 212 degrees Fahrenheit.

(d) Thetax on taconite and iron sulphides shall be imposed on the average of the production for
the current year and the previous two years. The rate of the tax imposed will be the current year's
tax rate. This clause shall not apply in the case of the closing of ataconite facility if the property
taxes on the facility would be higher if this clause and section 298.25 were not applicable. The tax
on other iron-bearing material shall be imposed on the current year production.

(e) If the tax or any part of the tax imposed by this subdivision is held to be unconstitutional, a
tax of $2.103 per gross ton of merchantable iron ore concentrate produced shall be imposed.

(f) Consistent with the intent of this subdivision to impose a tax based upon the weight of
merchantable iron ore concentrate, the commissioner of revenue may indirectly determine the
weight of merchantable iron ore concentrate included in fluxed pellets by subtracting the weight of
the limestone, dolomite, or olivine derivatives or other basic flux additives included in the pellets
from the weight of the pellets. For purposes of this paragraph, "fluxed pellets’ are pellets produced
in a process in which limestone, dolomite, olivine, or other basic flux additives are combined with
merchantable iron ore concentrate. No subtraction from the weight of the pellets shall be allowed
for binders, mineral and chemical additives other than basic flux additives, or moisture.

(9)(1) Notwithstanding any other provision of this subdivision, for the first two years of aplant's
commercia production of direct reduced ore from ore mined in this state, no tax isimposed under
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this section. As used in this paragraph, "commercia production” is production of more than 50,000
tons of direct reduced ore in the current year or in any prior year, "noncommercial production”
is production of 50,000 tons or less of direct reduced ore in any year, and "direct reduced ore" is
ore that results in a product that has an iron content of at least 75 percent. For the third year of
a plant's commercial production of direct reduced ore, the rate to be applied to direct reduced ore
is 25 percent of the rate otherwise determined under this subdivision. For the fourth commercial
production year, the rate is 50 percent of the rate otherwise determined under this subdivision; for
the fifth commercial production year, the rate is 75 percent of the rate otherwise determined under
this subdivision; and for all subsequent commercial production years, the full rate isimposed. The
exemption from production tax under this paragraph does not subject the exempt property to ad
valorem taxation.

(2) Subject to clause (1), production of direct reduced orein thisstateis subject to the tax imposed
by thissection, but if that production isnot produced by a producer of taconite, iron sulfides, or other
iron-bearing material, the production of taconite, iron sulfides, or other iron-bearing material, that
is consumed in the production of direct reduced iron in this state is not subject to the tax imposed
by this section on taconite, iron sulfides, or other iron-bearing material.

(3) Notwithstanding any other provision of this subdivision, no tax isimposed on direct reduced
ore under this section during the facility's noncommercial production of direct reduced ore. The
taconite or iron sul phides consumed in the noncommercial production of direct reduced oreissubject
to the tax imposed by this section on taconite and iron sulphides. Three-year average production of
direct reduced ore does not include production of direct reduced ore in any noncommercial year.
Three-year average production for adirect reduced ore facility that hasnoncommercial productionis
the average of the commercial production of direct reduced ore for the current year and the previous
two commercia years.

(4) Thisparagraph appliesonly to plantsfor which all environmental permits have been obtained
and construction has begun before July 1, 2008.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 4. Minnesota Statutes 2008, section 298.28, subdivision 4, is amended to read:

Subd. 4. School districts. (a) 23.15 cents per taxableton, plustheincrease provided in paragraph
(d) must be alocated to qualifying school districts to be distributed, based upon the certification of
the commissioner of revenue, under paragraphs (b), (c), and (f).

(b)(i) 3.43 cents per taxable ton must be distributed to the school districtsinwhich thelandsfrom
which taconite was mined or quarried were located or within which the concentrate was produced.
The distribution must be based on the apportionment formula prescribed in subdivision 2.

(i) Four cents per taxable ton from each taconite facility must be distributed to each affected
school district for deposit in a fund dedicated to building maintenance and repairs, as follows:

(1) proceeds from Keewatin Taconite or its successor are distributed to Independent School
Districts Nos. 316, Coleraine, and 319, Nashwauk-K eewatin, or their successor districts;

(2) proceeds from the Hibbing Taconite Company or its successor are distributed to Independent
School Districts Nos. 695, Chisholm, and 701, Hibbing, or their successor districts;
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(3) proceeds from the Mittal Steel Company and Minntac or their successors are distributed to
Independent School Districts Nos. 712, Mountain Iron-Buhl, 706, Virginia, 2711, Mesabi East, and
2154, Eveleth-Gilbert, or their successor districts;

(4) proceeds from the Northshore Mining Company or its successor are distributed to
Independent School Districts Nos. 2142, St. Louis County, and 381, Lake Superior, or their
successor districts; and

(5) proceeds from United Taconite or its successor are distributed to Independent School
Districts Nos. 2142, St. Louis County, and 2154, Eveleth-Gilbert, or their successor districts.

Revenues that are required to be distributed to more than one district shall be apportioned
according to the number of pupil unitsidentified in section 126C.05, subdivision 1, enrolled in the
second previous year.

(c)(i) 15.72 cents per taxable ton, less any amount distributed under paragraph (e), shall be
distributed to a group of school districts comprised of those school districts which qualify as atax
relief area under section 273.134, paragraph (b), or in which there is a qualifying municipality as
defined by section 273.134, paragraph (&), in direct proportion to school district indexes as follows:
for each school district, its pupil units determined under section 126C.05 for the prior school year
shall be multiplied by the ratio of the average adjusted net tax capacity per pupil unit for school
districts receiving aid under this clause as calculated pursuant to chapters 122A, 126C, and 127A
for the school year ending prior to distribution to the adjusted net tax capacity per pupil unit of the
district. Each district shall receive that portion of the distribution which its index bears to the sum
of theindices for all school districts that receive the distributions.

(i1) Notwithstanding clause (i), each school district that receives a distribution under sections
298.018; 298.23 to 298.28, exclusive of any amount received under this clause; 298.34 to 298.39;
298.391 to 298.396; 298.405; or any law imposing atax on severed mineral values after reduction
for any portion distributed to cities and towns under section 126C.48, subdivision 8, paragraph
(5), that is less than the amount of its levy reduction under section 126C.48, subdivision 8, for the
second year prior to the year of the distribution shall receive a distribution equal to the difference;
the amount necessary to make this payment shall be derived from proportionate reductions in the
initial distribution to other school districts under clause (i).

If there are insufficient tax proceeds to make the distribution provided under this paragraph in
any year, money must be transferred from the taconite property tax relief account in subdivision 6,
to the extent of the shortfall in the distribution.

(d) Any school district described in paragraph (c) where a levy increase pursuant to section
126C.17, subdivision 9, was authorized by referendum for taxes payable in 2001, shall receive a
distribution of 21.3 cents per ton. Each district shall receive $175 times the pupil unitsidentified in
section 126C.05, subdivision 1, enrolled in the second previous year or the 1983-1984 school year,
whichever is greater, less the product of 1.8 percent times the district's taxable net tax capacity in
the second previous year.

If thetotal amount provided by paragraph (d) isinsufficient to make the paymentsherein required
then the entitlement of $175 per pupil unit shall be reduced uniformly so as not to exceed the
funds available. Any amounts received by a qualifying school district in any fiscal year pursuant
to paragraph (d) shall not be applied to reduce general education aid which the district receives
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pursuant to section 126C.13 or the permissible levies of the district. Any amount remaining after
the payments provided in this paragraph shall be paid to the commissioner of Iron Range resources
and rehabilitation who shall deposit the same in the taconite environmental protection fund and the
Douglas J. Johnson economic protection trust fund as provided in subdivision 11.

Each district receiving money according to this paragraph shall reserve the lesser of the amount
received under this paragraph or $25 times the number of pupil units served in the district. It may
use the money for early childhood programs or for outcome-based learning programs that enhance
the academic quality of the district's curriculum. The outcome-based learning programs must be
approved by the commissioner of education.

(e) There shall be distributed to any school district the amount which the school district was
entitled to receive under section 298.32 in 1975.

(f) Four cents per taxable ton must be distributed to qualifying school districts according to the
distribution specified in paragraph (b), clause (ii), and two cents per taxable ton must be distributed
according to the distribution specified in paragraph (c). These amounts are not subject to sections
126C.21, subdivision 4, and 126C.48, subdivision 8.

Sec. 5. Minnesota Statutes 2008, section 298.282, subdivision 1, is amended to read:

Subdivision 1. Distribution of taconite municipal aid account. The amount deposited with
the county as provided in section 298.28, subdivision 3, must be distributed as provided by this
section among: (1) the municipalities comprising atax+etef taconite assistance area under section
2£3-434 273.1341, paragraph (b); (2) atownship that contains a state park consisting primarily of
an underground iron ore mine; and (3) acity located within five miles of that state park, each being
referred to in this section as a qualifying municipality.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 6. Laws 2008, chapter 366, article 10, section 15, is amended to read:
Sec. 15. 2008 DISTRIBUTIONS ONLY.

For distribution in 2008 only, a special fund is established to receive 11.4 cents per ton that
otherwise would be allocated under Minnesota Statutes, section 298.28, subdivision 6. If sufficient
funds are not available under Minnesota Statutes, section 298.28, subdivision 6, to make the
payments required under this section and under Minnesota Statutes, section 298.28, subdivision
6, the remaining amount needed to total 11.4 cents per ton may be taken from funds available
under Minnesota Statutes, section 298.28, subdivision 9. If 2008 H.F. No. 1812 is enacted and
includes a provision that distributes funds that would otherwise be allocated under Minnesota
Statutes, section 298.28, subdivision 6, in a manner different from the distribution required in
this section, the distribution in this section supersedes the distribution set in 2008 H.F. No. 1812
notwithstanding Minnesota Statutes, section 645.26. The following amounts are allocated to St.
Louis County acting as the fiscal agent for the recipients for the following specified purposes.

(1) two cents per ton must be paid to the Hibbing Economic Development Authority to retire
bonds and for economic development purposes,

(2) one cent per ton must be divided among and paid in equal shares to each of the board of
St. Louis County School District No. 2142, the board of Ely School District No. 696, the board of
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Mountain Iron-Buhl School District No. 712, and the board of Virginia School District No. 706 for
each to study the potential for and impact of consolidation and streamlining the operations of their
school districts;

(3) 0.25 cent per ton must be paid to the city of Grand Rapids, for industrial park work;
(4) 0.65 cent per ton must be paid to the city of Aitkin, for sewer and water for housing projects;
(5) 0.5 cent per ton must be paid to the city of Crosby, for well and water tower infrastructure;

(6) 0.5 cent per ton must be paid to the city of Two Harbors, for well and water tower
infrastructure;

(7) 1.5 cents per ton must be paid to the city of Silver Bay to pay for health and safety and
mai ntenance improvements at a former elementary school building that is currently owned by the
city, to be used for economic development purposes;

(8) 1.5 cents per ton must be paid to St. Louis County to extend water and sewer lines from the
city of Chisholm to the St. Louis County fairgrounds;

(9) 1.5 cents per ton must be paid to the White Community Hospital for debt restructuring;

(10) 0.5 cent per ton must be paid to the city of Keewatin for street, sewer, and water
improvements;

(11) 0.5 cent per ton must be paid to the city of Caumet for street, sewer, and water
improvements; and

(12) one cent per ton must be paid to Breitung township for sewer and water extensions
associated with the development of a state park, provided that Breitung township may retain the
amount distributed to it until used for this purpose or, if a new state park is not established in
Breitung township by July 1, 2609 2012, the money provided in this clause must be transferred to
the northeast Minnesota economic development fund established in Minnesota Statutes, section
298.2213.

Sec. 7. GRANTS OF LOANS FOR GREEN MANUFACTURING FACILITY,
APPROPRIATION.

(a) If approved by amajority vote of the membersof the Iron Range Resourcesand Rehabilitation
Board, $10,000,000 must be made avail able from the Douglas J. Johnson economic protection trust
fund, notwithstanding Minnesota Statutes, section 298.292, subdivision 2, as a grant or forgivable
loan to a manufacturer of windmill blades at a facility to be located within the taconite tax relief
area defined in Minnesota Statutes, section 273.134.

(b) If $10,000,000 is provided from the Douglas J. Johnson economic protection trust fund under
paragraph (a):
(1) an additional $10,000,000 is appropriated from the general fund to the commissioner of iron

range resources and rehabilitation to be used to make a grant or forgivable loan to the manufacturer
described in paragraph (a); and

(2) notwithstanding Minnesota Statutes, section 116J.423, the commissioner of employment and
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economic devel opment must transfer $10,000,000 from the Minnesotaminerals 21st century fund to
the commissioner of iron range resources and rehabilitation to be used to make agrant or forgivable
loan to the manufacturer described in paragraph (a).

ARTICLE 9

DEPARTMENT INDIVIDUAL INCOME, CORPORATE FRANCHISE, AND ESTATE
TAXES

Section 1. Minnesota Statutes 2008, section 289A.08, subdivision 3, is amended to read:

Subd. 3. Corporations. (a) A corporation that is subject to the state's jurisdiction to tax under
section 290.014, subdivision 5, must file a return, except that a foreign operating corporation as
defined in section 290.01, subdivision 6b, is not required to file areturn.

(b) Members of aunitary businessthat are required to file acombined report on one return must
designate a member of the unitary business to be responsible for tax matters, including the filing of
returns, the payment of taxes, additions to tax, penalties, interest, or any other payment, and for the
receipt of refunds of taxes or interest paid in excess of taxes lawfully due. The designated member
must be a member of the unitary business that is filing the single combined report and either:

(1) acorporation that is subject to the taxes imposed by chapter 290; or

(2) acorporation that is not subject to the taxes imposed by chapter 290:

(i) Such corporation consents by filing the return as a designated member under this clause to
remit taxes, penalties, interest, or additions to tax due from the members of the unitary business
subject to tax, and receive refunds or other payments on behalf of other members of the unitary
business. The member designated under this clause is a "taxpayer” for the purposes of this chapter
and chapter 270C, and isliable for any liability imposed on the unitary business under this chapter
and chapter 290.

(i) If the state does not otherwise have the jurisdiction to tax the member designated under this
clause, consenting to be the designated member does not create the jurisdiction to impose tax on the
designated member, other than as described in item (i).

(iii) The member designated under this clause must apply for abusinesstax account identification
number.

(c) The commissioner shall adopt rules for the filing of one return on behaf of the members
of an affiliated group of corporations that are required to file a combined report. All members of
an affiliated group that are required to file a combined report must file one return on behalf of the
members of the group under rules adopted by the commissioner.

(d) If acorporation claimson areturn that it has paid tax in excess of the amount of taxeslawfully
due, that corporation must include on that return information necessary for payment of the tax in
excess of the amount lawfully due by electronic means.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 2. Minnesota Statutes 2008, section 289A.12, is amended by adding a subdivision to read:
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Subd. 16. Qualified intermediaries. The commissioner may by notice and demand require a
gualified intermediary to file a return relating to transactions for which the intermediary acted to
facilitate exchanges under section 1031 of the Internal Revenue Code. The return must include the
name, address, and state or federal tax identification number or Social Security number of each of
the parties to the exchange, information relating to the property subject to the exchange, and any
other information required by the commissioner.

EFFECTIVE DATE. This section is effective July 1, 2009, and applies to all transactions
whether facilitated on, before, or after that date.

Sec. 3. Minnesota Statutes 2008, section 289A.18, subdivision 1, is amended to read:

Subdivision 1. I ndividual income, fiduciary income, cor por atefranchise, and entertainment
taxes; partnership and S corporation retur ns; infor mation retur ns; mining company returns.
The returns required to be made under sections 289A.08 and 289A.12 must befiled at the following
times:

(2) returns made on the basis of the calendar year must be filed on April 15 following the close
of the calendar year, except that returns of corporations must be filed on March 15 following the
close of the calendar year;

(2) returns made on the basis of the fiscal year must be filed on the 15th day of the fourth month
following the close of the fiscal year, except that returns of corporations must be filed on the 15th
day of the third month following the close of the fiscal year;

(3) returns for a fractional part of a year must be filed on the 15th day of the fourth month
following the end of the month in which fallsthe last day of the period for which the return is made,
except that the returns of corporations must be filed on the 15th day of the third month following
the end of the tax year; or, in the case of a corporation which is a member of a unitary group, the
return of the corporation must be filed on the 15th day of the third month following the end of the
tax year of the unitary group in which falls the last day of the period for which the return is made;

(4) in the case of afinal return of a decedent for a fractional part of a year, the return must be
filed on the 15th day of the fourth month following the close of the 12-month period that began with
the first day of that fractional part of ayear;

(5) in the case of the return of a cooperative association, returns must be filed on or before the
15th day of the ninth month following the close of the taxable year;

(6) if acorporation has been divested from a unitary group and filesareturn for afractional part
of ayear in which it was amember of a unitary business that files a combined report under section
290.17, subdivision 4, the divested corporation's return must be filed on the 15th day of the third
month following the close of the common accounting period that includes the fractional year;

(7) returns of entertainment entities must befiled on April 15 following the close of the calendar
year;

(8) returns required to be filed under section 289A.08, subdivision 4, must be filed on the 15th
day of the fifth month following the close of the taxable year;

(9) returns of mining companies must befiled on May 1 following the close of the calendar year;
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(10) returnsrequired to be filed with the commissioner under section 289A.12, subdivision 2 er,
4to 10, or 16 must be filed within 30 days after being demanded by the commissioner.

EFFECTIVE DATE. This section is effective July 1, 2009.
Sec. 4. Minnesota Statutes 2008, section 289A.19, subdivision 4, is amended to read:

%he—eﬂa&e—ta%&m—te#a*meﬂthsﬁhe time for filing an estate tax return shall be extended for

either six months or the amount of time granted under section 6081 of the Internal Revenue Code
to file the federal estate tax return, whichever islonger.

EFFECTIVE DATE. This section is effective for estates of decedents dying after December
31, 2008.

Sec. 5. Minnesota Statutes 2008, section 289A.31, subdivision 5, is amended to read:

Subd. 5. Withholding tax, withholding from payments to out-of-state contractors, and
withholding by partnerships and small business corporations. (a) Except as provided in
paragraph (b), an employer or person withholding tax under section 290.92 or 290.923, subdivision
2, who fails to pay to or deposit with the commissioner a sum or sums required by those sections
to be deducted, withheld, and paid, is personadly and individually liable to the state for the sum
or sums, and added penalties and interest, and is not liable to another person for that payment or
payments. The sum or sums deducted and withheld under section 290.92, subdivision 2a or 3, or
290.923, subdivision 2, must be held as a special fund in trust for the state of Minnesota.

(b) If the employer or person withholding tax under section 290.92 or 290.923, subdivision 2,
fails to deduct and withhold the tax in violation of those sections, and later the taxes against which
the tax may be credited are paid, the tax required to be deducted and withheld will not be collected
from the employer. This does not, however, relieve the employer from liability for any penaltiesand
interest otherwise applicable for failure to deduct and withhold. This paragraph does not apply to
an employer subject to paragraph (g), or to a contractor required to withhold under section 290.92,
subdivision 31.

(c) Liability for payment of withholding taxes includes a responsible person or entity described
in the personal liability provisions of section 270C.56.

(d) Liability for payment of withholding taxes includes a third party lender or surety described
in section 270C.59.

(e) A partnership or S corporation required to withhold and remit tax under section 290.92,
subdivisions 4b and 4c, is liable for payment of the tax to the commissioner, and a person having
control of or responsibility for the withholding of the tax or the filing of returns due in connection
with the tax is personally liable for the tax due.

(f) A payor of sums required to be withheld under section 290.9705, subdivision 1, is liable to
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the state for the amount required to be deducted, and is not liable to an out-of-state contractor for
the amount of the payment.

(g) If an employer failsto withhold tax from the wages of an employee when required to do so
under section 290.92, subdivision 2a, by reason of treating such employee as not being an employee,
then theliability for tax isequal to three percent of the wages paid to the employee. The liability for
tax of an employee is not affected by the assessment or collection of tax under this paragraph. The
employer is not entitled to recover from the employee any tax determined under this paragraph.

EFFECTIVE DATE. Thissectioniseffect for taxesrequired to be withheld after June 30, 20009.

Sec. 6. Minnesota Statutes 2008, section 289A.38, subdivision 7, is amended to read:

Subd. 7. Federal tax changes. If the amount of income, items of tax preference, deductions, or
creditsfor any year of ataxpayer, or the wages paid by a taxpayer for any period, asreported to the
Internal Revenue Serviceis changed or corrected by the commissioner of Internal Revenue or other
officer of the United States or other competent authority, or where a renegotiation of a contract or
subcontract with the United Statesresultsin achangein income, items of tax preference, deductions,
credits, or withholding tax, or, in the case of estate tax, where there are adjustments to the taxable
estate, the taxpayer shall report the change or correction or renegotiation results in writing to the
commissioner. The report must be submitted within 180 days after the final determination and must
be in the form of either an amended Minnesota estate, withholding tax, corporate franchise tax, or
income tax return conceding the accuracy of the federal determination or aletter detailing how the
federal determination is incorrect or does not change the Minnesota tax. An amended Minnesota
income tax return must be accompanied by an amended property tax refund return, if necessary. A
taxpayer filing an amended federal tax return must also file a copy of the amended return with the
commissioner of revenue within 180 days after filing the amended return.

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

Sec. 7. Minnesota Statutes 2008, section 290.01, subdivision 19b, is amended to read:

Subd. 19b. Subtractionsfrom feder al taxableincome. For individual s, estates, and trusts, there
shall be subtracted from federal taxable income:

(1) net interest income on obligations of any authority, commission, or instrumentality of the
United Statesto the extent includable in taxable income for federal income tax purposes but exempt
from state income tax under the laws of the United States;

(2) if included in federa taxable income, the amount of any overpayment of income tax to
Minnesota or to any other state, for any previous taxable year, whether the amount is received as a
refund or as a credit to another taxable year's income tax liability;

(3) the amount paid to others, less the amount used to claim the credit allowed under section
290.0674, not to exceed $1,625 for each qualifying child in grades kindergarten to 6 and $2,500
for each qualifying child in grades 7 to 12, for tuition, textbooks, and transportation of each
qualifying child in attending an elementary or secondary school situated in Minnesota, North
Dakota, South Dakota, lowa, or Wisconsin, wherein aresident of this state may legally fulfill the
state's compulsory attendance laws, which is not operated for profit, and which adheres to the
provisions of the Civil Rights Act of 1964 and chapter 363A. For the purposes of this clause,
"tuition" includes fees or tuition as defined in section 290.0674, subdivision 1, clause (1). As
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used in this clause, "textbooks' includes books and other instructional materials and equipment
purchased or leased for use in elementary and secondary schools in teaching only those subjects
legally and commonly taught in public elementary and secondary schools in this state. Equipment
expenses qualifying for deduction includes expenses as defined and limited in section 290.0674,
subdivision 1, clause (3). "Textbooks" does not include instructional books and materials used
in the teaching of religious tenets, doctrines, or worship, the purpose of which is to instill such
tenets, doctrines, or worship, nor does it include books or materials for, or transportation to,
extracurricular activities including sporting events, musical or dramatic events, speech activities,
driver's education, or similar programs. No deduction is permitted for any expense the taxpayer
incurred in using the taxpayer's or the qualifying child's vehicle to provide such transportation for
a qualifying child. For purposes of the subtraction provided by this clause, "qualifying child" has
the meaning given in section 32(c)(3) of the Internal Revenue Code;

(4) income as provided under section 290.0802;

(5) to the extent included in federal adjusted gross income, income realized on disposition of
property exempt from tax under section 290.491;

(6) to the extent not deducted or not deductible pursuant to section 408(d)(8)(E) of the Internal
Revenue Code in determining federal taxable income by an individual who does not itemize
deductions for federal income tax purposes for the taxable year, an amount equal to 50 percent
of the excess of charitable contributions over $500 allowable as a deduction for the taxable year
under section 170(a) of the Internal Revenue Code and under the provisions of Public Law 109-1;

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

(8) for individuals who are allowed a federal foreign tax credit for taxes that do not qualify
for a credit under section 290.06, subdivision 22, an amount equal to the carryover of subnational
foreign taxes for the taxable year, but not to exceed the total subnational foreign taxes reported
in claiming the foreign tax credit. For purposes of this clause, "federal foreign tax credit" means
the credit allowed under section 27 of the Internal Revenue Code, and "carryover of subnational
foreign taxes' equals the carryover allowed under section 904(c) of the Internal Revenue Code
minus national level foreign taxes to the extent they exceed the federal foreign tax credit;

(9) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19a, clause (7), or 19c, clause (15), in the case of a shareholder of
a corporation that is an S corporation, an amount equal to one-fifth of the delayed depreciation.
For purposes of this clause, "delayed depreciation” means the amount of the addition made by
the taxpayer under subdivision 19a, clause (7), or subdivision 19c, clause (15), in the case of a
shareholder of an S corporation, minus the positive value of any net operating loss under section
172 of the Internal Revenue Code generated for the tax year of the addition. The resulting delayed
depreciation cannot be less than zero;

(20) job opportunity building zone income as provided under section 469.316;

(11) to the extent included in federal taxable income, the amount of compensation paid to
members of the Minnesota National Guard or other reserve components of the United States
military for active service performed in Minnesota, excluding compensation for services performed
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under the Active Guard Reserve (AGR) program. For purposes of this clause, "active service"
means (i) state active service as defined in section 190.05, subdivision 5a, clause (1); (ii) federally
funded state active service asdefined in section 190.05, subdivision 5b; or (iii) federal active service
as defined in section 190.05, subdivision 5c, but "active service" excludes service performed in
accordance with section 190.08, subdivision 3;

(12) to the extent included in federal taxable income, the amount of compensation paid to
Minnesota residents who are members of the armed forces of the United States or United Nations
for active duty performed outside Minnesota under United States Code, title 10, section 101(d);
United States Code, title 32, section 101(12); or the authority of the United Nations;

(13) an amount, not to exceed $10,000, equal to qualified expenses related to aqualified donor's
donation, while living, of one or more of the qualified donor's organs to another person for human
organ transplantation. For purposes of this clause, "organ” meansall or part of an individual's liver,
pancreas, kidney, intestine, lung, or bone marrow; "human organ transplantation" meansthe medical
procedure by which transfer of a human organ is made from the body of one person to the body
of another person; "qualified expenses' means unreimbursed expenses for both the individual and
the qualified donor for (i) travel, (ii) lodging, and (iii) lost wages net of sick pay, except that such
expenses may be subtracted under this clause only once; and "qualified donor" meanstheindividual
or theindividual's dependent, as defined in section 152 of the Internal Revenue Code. Anindividua
may claim the subtraction in this clause for each instance of organ donation for transplantation
during the taxable year in which the qualified expenses occur;

(14) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19a, clause (8), or 19c, clause (16), in the case of a shareholder of
a corporation that is an S corporation, an amount equal to one-fifth of the addition made by the
taxpayer under subdivision 193, clause (8), or 19c, clause (16), in the case of a shareholder of a
corporation that isan S corporation, minus the positive value of any net operating loss under section
172 of the Internal Revenue Code generated for the tax year of the addition. If the net operating loss
exceeds the addition for the tax year, a subtraction is not allowed under this clause;

(15) to the extent included in federal taxable income, compensation paid to a service member
as defined in United States Code, title 10, section 101(a)(5), for military service as defined in the
Servicemembers Civil Relief Act, Public Law 108-189, section 101(2);

(16) international economic development zone income as provided under section 469.325; and

(17) to the extent included in federal taxable income, the amount of national service educational
awards received from the National Service Trust under United States Code, title 42, sections 12601
to 12604, for service in an approved Americorps National Service program.

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

Sec. 8. Minnesota Statutes 2008, section 290.0671, subdivision 1, is anended to read:

Subdivision 1. Credit allowed. (a) Anindividual is allowed acredit against the tax imposed by
this chapter equal to a percentage of earned income. To receive a credit, ataxpayer must be eligible
for a credit under section 32 of the Internal Revenue Code.

(b) For individuals with no qualifying children, the credit equals 1.9125 percent of the first
$4,620 of earned income. The credit is reduced by 1.9125 percent of earned income or adjusted
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gross income, whichever is greater, in excess of $5,770, but in no case is the credit less than zero.

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the first $6,920 of
earned income and 8.5 percent of earned income over $12,080 but less than $13,450. The credit is
reduced by 5.73 percent of earned income or adjusted grossincome, whichever is greater, in excess
of $15,080, but in no case is the credit less than zero.

(d) For individual s with two or more qualifying children, the credit equal sten percent of thefirst
$9,720 of earned income and 20 percent of earned income over $14,860 but |ess than $16,800. The
credit is reduced by 10.3 percent of earned income or adjusted gross income, whichever is greater,
in excess of $17,890, but in no case is the credit less than zero.

(e) For anonresident or part-year resident, the credit must be allocated based on the percentage
calculated under section 290.06, subdivision 2c, paragraph (€).

(f) For a person who was a resident for the entire tax year and has earned income not subject
to tax under this chapter, including income excluded under section 290.01, subdivision 19b, clause
(20) or (16), the credit must be allocated based on theratio of federal adjusted grossincome reduced
by the earned income not subject to tax under this chapter over federal adjusted gross income. For
purposes of this paragraph, the subtractions for military pay under section 290.01, subdivision 19b,
clauses (11) and (12), are not considered "earned income not subject to tax under this chapter.”

For the purposes of this paragraph, the exclusion of combat pay under section 112 of the Internal
Revenue Code is not considered "earned income not subject to tax under this chapter.”

5 (g) For tax years beginning after December 31, 2007, and before December 31, 2010, the
$5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in paragraph (d), after being
adjusted for inflation under subdivision 7, are each increased by $3,000 for married taxpayers
filing joint returns. For tax years beginning after December 31, 2008, the commissioner shall
annually adjust the $3,000 +s-adjusted-annualy-fer-Hnflation-undersdbdivision—+ by the percentage
determined pursuant to the provisions of section 1(f) of the Interna Revenue Code, except that
in section 1(f)(3)(B), the word "2007" shall be substituted for the word "1992." For 2009, the
commissioner shall then determine the percent change from the 12 months ending on August 31,
2007, to the 12 months ending on August 31, 2008, and in each subsequent year, from the 12
months ending on August 31, 2007, to the 12 months ending on August 31 of the year preceding the
taxable year. The earned income thresholds as adjusted for inflation must be rounded to the nearest
$10. If the amount ends in $5, the amount is rounded up to the nearest $10. The determination of
the commissioner under this subdivision is not a rule under the Administrative Procedure Act.

£ (h) The commissioner shall construct tables showing the amount of the credit at various
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income levels and make them available to taxpayers. The tables shall follow the schedul e contained
in this subdivision, except that the commissioner may graduate the transition between income
brackets.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31,
2008.

Sec. 9. Minnesota Statutes 2008, section 290A.10, is amended to read:
290A.10 PROOF OF TAXES PAID.

Every claimant who filesaclaimfor relief for property taxes payable shall include with theclaim
aproperty tax statement or areproduction thereof in aform deemed satisfactory by the commissioner
of revenueindicating that there are no delinquent property taxes on the homestead. Indication onthe
property tax statement from the county treasurer that there are no delinquent taxes on the homestead
shall be sufficient proof. Taxesincluded in a confession of judgment under section 277.23 or 279.37
shall not constitute delinquent taxes as long as the claimant is current on the payments required to
be made under section 277.23 or 279.37.

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

Sec. 10. Minnesota Statutes 2008, section 290A.14, is amended to read:
290A.14 PROPERTY TAX STATEMENT.

The county treasurer shall prepare and send a sufficient number of copies of the property tax
statement to the owner, and to the owner's escrow agent if the taxes are paid via an escrow account,
to enable the owner to comply with the filing requirements of this chapter and to retain one copy as
arecord. The property tax statement, in aform prescribed by the commissioner, shall indicate the
manner in which the claimant may claim relief from the state under both this chapter and chapter
290B, and the amount of the tax for which the applicant may claim relief. The statement shall aso
indicate if there are delinquent property taxes on the property in the preceding year. Taxes included
in a confession of judgment under section 277.23 or 279.37 shall not constitute delinquent taxes as
long asthe claimant is current on the payments required to be made under section 277.23 or 279.37.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 11. REPEALER.
Minnesota Rules, part 8009.3000, is repealed.
EFFECTIVE DATE. This section is effective the day following final enactment.
ARTICLE 10
DEPARTMENT SALES AND USE TAXES
Section 1. Minnesota Statutes 2008, section 297A.70, subdivision 2, is amended to read:

Subd. 2. Salesto gover nment. (a) All sales, except those listed in paragraph (b), to thefollowing
governmentsand political subdivisions, or to the listed agencies or instrumentalities of governments
and political subdivisions, are exempt:
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(2) the United States and its agencies and instrumentalities;

(2) school districts, the University of Minnesota, state universities, community colleges,
technical colleges, state academies, the Perpich Minnesota Center for Arts Education, and an
instrumentality of a political subdivision that is accredited as an optional/specia function school
by the North Central Association of Colleges and Schools;

(3) hospitals and nursing homes owned and operated by political subdivisions of the state of
tangible personal property and taxable services used at or by hospitals and nursing homes,

(4) the Metropolitan Council, for its purchases of vehicles and repair parts to equip operations
provided for in section 473.4051;

(5) other statesor political subdivisions of other states, if the salewould be exempt from taxation
if it occurred in that state; and

(6) sales to public libraries, public library systems, multicounty, multitype library systems as
defined in section 134.001, county law libraries under chapter 134A, state agency libraries, the state
library under section 480.09, and the Legidative Reference Library.

(b) This exemption does not apply to the sales of the following products and services:

(1) building, construction, or reconstruction materials purchased by a contractor or a
subcontractor as a part of a lump-sum contract or similar type of contract with a guaranteed
maximum price covering both labor and materials for use in the construction, ateration, or repair
of a building or facility;

(2) construction materials purchased by tax exempt entities or their contractors to be used in
constructing buildings or facilities which will not be used principally by the tax exempt entities;

(3) theleasing of amotor vehicle asdefined in section 297B.01, subdivision 11, except for leases
entered into by the United States or its agencies or instrumentalities; or

(4) lodging as defined under section 297A.61, subdivision 3, paragraph (g), clause (2), and
prepared food, candy, and soft drinks, and alcoholic beverages as defined in section 297A.67,
subdivision 2, except for lodging, prepared food, candy, ard soft drinks, and alcoholic beverages
purchased directly by the United States or its agencies or instrumentalities.

(c) As used in this subdivision, "school districts® means public school entities and districts of
every kind and nature organized under the laws of the state of Minnesota, and any instrumentality
of aschool district, as defined in section 471.59.

EFFECTIVE DATE. Thissectioniseffectivefor salesand purchases made after June 30, 20009.
Sec. 2. Minnesota Statutes 2008, section 297A.70, subdivision 4, is amended to read:

Subd. 4. Sales to nonprofit groups. (a) All sales, except those listed in paragraph (b), to the
following "nonprofit organizations' are exempt:

(1) a corporation, society, association, foundation, or institution organized and operated
exclusively for charitable, religious, or educational purposes if the item purchased is used in the
performance of charitable, religious, or educational functions; and
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(2) any senior citizen group or association of groups that:
(i) in general limits membership to personswho are either age 55 or older, or physically disabled;
(i) isorganized and operated exclusively for pleasure, recreation, and other nonprofit purposes,

not including housing, no part of the net earnings of which inures to the benefit of any private
shareholders; and

(iii) is an exempt organization under section 501(c) of the Internal Revenue Code.

For purposes of this subdivision, charitable purpose includes the maintenance of acemetery owned
by areligious organization.

(b) This exemption does not apply to the following sales:

(1) building, construction, or reconstruction materials purchased by a contractor or a
subcontractor as a part of a lump-sum contract or similar type of contract with a guaranteed
maximum price covering both labor and materials for use in the construction, alteration, or repair
of a building or facility;

(2) construction materials purchased by tax-exempt entities or their contractors to be used in
constructing buildings or facilities that will not be used principally by the tax-exempt entities; and

(3) lodging as defined under section 297A.61, subdivision 3, paragraph (g), clause (2), and
prepared food, candy, ane soft drinks, and alcoholic beverages as defined in section 297A.67,
subdivision 2, except wine purchased by an established religious organization for sacramenta
purposes; and

(4) leasing of amotor vehicle as defined in section 297B.01, subdivision 11, except as provided
in paragraph (c).

(c) This exemption applies to the leasing of a motor vehicle as defined in section 297B.01,
subdivision 11, only if the vehicle is:

(1) atruck, as defined in section 168.002, a bus, as defined in section 168.002, or a passenger
automobile, as defined in section 168.002, if the automobile is designed and used for carrying more
than nine persons including the driver; and

(2) intended to be used primarily to transport tangible personal property or individuals, other
than employees, to whom the organization provides service in performing its charitable, religious,
or educational purpose.

(d) A limited liability company also qualifies for exemption under this subdivision if (1) it
consists of asole member that would qualify for the exemption, and (2) theitems purchased qualify
for the exemption.

EFFECTIVE DATE. Thissectioniseffectivefor salesand purchases made after June 30, 2009,
except that the amendment to paragraph (@) is effective the day following final enactment.

Sec. 3. Minnesota Statutes 2008, section 297A.992, subdivision 2, is amended to read:
Subd. 2. Authorization; rates. (a) Notwithstanding section 297A.99, subdivisions 1, 2, and 3,



38TH DAY] WEDNESDAY, APRIL 22, 2009 2607

or 477A.016, or any other law, the board of a county participating in ajoint powers agreement as
specified in this section shall impose by resolution (1) a transportation sales and use tax at a rate
of one-quarter of one percent on retail sales and uses taxable under this chapter, and (2) an excise
tax of $20 per motor vehicle, as defined in section 297B.01, subdivision 11, purchased or acquired
from any person engaged in the business of selling motor vehicles at retail, occurring within the
jurisdiction of the taxing authority. The taxes authorized are to fund transportation improvements as
specified in this section, including debt service on obligations issued to finance such improvements
pursuant to subdivision 7.

(b) Thetax imposed under this sectionisnot included in determining if the total tax onlodgingin
the city of Minneapolis exceeds the maximum allowed tax under Laws 1986, chapter 396, section 5,
asamended by Laws 2001, First Special Session chapter 5, article 12, section 87, or in determining
atax that may be imposed under any other limitations.

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

Sec. 4. Minnesota Statutes 2008, section 297A.993, subdivision 1, is amended to read:

Subdivision 1. Authorization; rates. Notwithstanding section 297A.99, subdivisions 1, 2,
3, 5, and 13, or 477A.016, or any other law, the board of a county outside the metropolitan
transportation area, as defined under section 297A.992, subdivision 1, or more than one county
outside the metropolitan transportation area acting under ajoint powers agreement, may impose (1)
atransportation sales tax at arate of up to one-half of one percent on retail sales and uses taxable
under this chapter, and (2) an excise tax of $20 per motor vehicle, as defined in section 297B.01,
subdivision 11, purchased or acquired from any person engaged in the business of selling motor
vehicles at retail, occurring within the jurisdiction of the taxing authority. The taxes imposed under
this section are subject to approva by a majority of the voters in each of the counties affected at
ageneral election who vote on the question to impose the taxes.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 5. REPEALER.
Minnesota Statutes 2008, section 297A.67, subdivision 24, is repealed.

EFFECTIVE DATE. This section is effective the day following final enactment.
ARTICLE 11
DEPARTMENT SPECIAL TAXES
Section 1. Minnesota Statutes 2008, section 287.04, is amended to read:
287.04 EXEMPTIONS.

The tax imposed by section 287.035 does not apply to:
(a) A decree of marriage dissolution or an instrument made pursuant to it.
(b) A mortgage given to correct a misdescription of the mortgaged property.

(c) A mortgage or other instrument that adds additional security for the same debt for which
mortgage registry tax has been paid.
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(d) A contract for the conveyance of any interest in real property, including a contract for deed.

(e) A mortgage secured by real property subject to the minerals production tax of sections298.24
to 298.28.

() The principal amount of a mortgage loan made under a low and moderate income or other
affordable housing program, if the mortgagee is afederal, state, or local government agency.

(g) Mortgages granted by fraternal benefit societies subject to section 64B.24.
(h) A mortgage amendment or extension, as defined in section 287.01.

(i) An agricultural mortgage if the proceeds of the loan secured by the mortgage are used to
acquire or improve real property classified under section 273.13, subdivision 23, paragraph (a);-or

(1) A mortgage on an armory building as set forth in section 193.147.
EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2008, section 287.05, is amended by adding a subdivision to read:

Subd. 9. Modification of mortgage. If a mortgage, or a document modifying a mortgage,
contains more than one statement that purports to limit: the enforcement of the mortgage to a
certain dollar amount; the tax imposed on the mortgage under this chapter; or the effect of a
modifying document, including but not limited to the statements authorized in subdivisions 1, 1a,
and 8, then the tax must be imposed based on the combined effect, if any, of al the statements.

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

Sec. 3. Minnesota Statutes 2008, section 287.22, is amended to read:
287.22 EXEMPTIONS.
The tax imposed by section 287.21 does not apply to:

(1) an executory contract for the sale of real property under which the purchaser is entitled to or
does take possession of the real property, or any assignment or cancellation of the contract;

(2) a mortgage or an amendment, assignment, extension, partial release, or satisfaction of a
mortgage;

(3) awill;
(4) aplat;
(5) alease, amendment of |ease, assignment of |ease, or memorandum of lease;

(6) a deed, instrument, or writing in which the United States or any agency or instrumentality
thereof is the grantor, assignor, transferor, conveyor, grantee, or assignee;

(7) adeed for a cemetery lot or lots;
(8) adeed of distribution by a personal representative;
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(9) adeed to or from a co-owner partitioning their undivided interest in the same piece of real
property;

(10) adeed or other instrument of conveyance issued pursuant to a permanent school fund land
exchange under section 92.121 and related laws;

(12) areferee's or sheriff's certificate of sale in a mortgage or lien foreclosure sale;

(12) areferee's, sheriff's, or certificate holder's certificate of redemption from amortgage or lien
foreclosure sale issued under section 580.23 or other statute applicable to redemption by an owner
of real property;

(13) adeed, instrument, or writing which grants, creates, modifies, or terminates an easement;

(14) a decree of marriage dissolution, as defined in section 287.01, subdivision 4, or a deed or
other instrument between the partiesto the dissolution made pursuant to the terms of the decree; and

(15) atransfer on death deed under section 507.071, and any affidavit or other document to the
extent it references a transfer on death deed.

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

Sec. 4. Minnesota Statutes 2008, section 287.25, is amended to read:
287.25 PAYMENT OF TAX-—STFAMPRS:

Except for documents filed e ectronically, the-eounrty—board-shal—determine-the-method-for

2 the tax imposed by section 287.21 may must be paid in the manner prescribed by section
287.08 relating to payment of mortgage registration tax, and the treasurer must endorse areceipt for
the tax on the face of the document or instrument.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 5. Minnesota Statutes 2008, section 295.56, is amended to read:
295.56 TRANSFER OF ACCOUNTS RECEIVABLE.

When ahospital er, surgical center, health care provider, or wholesale drug distributor transfers,
assigns, or sells accounts receivable to another person who is subject to tax under this chapter,
liability for the tax on the accounts receivable isimposed on the transferee, assignee, or buyer of the
accountsreceivable. No liability for these accountsreceivableisimposed on thetransferor, assignor,
or seller of the accounts receivable.

EFFECTIVE DATE. This section is effective the day following final enactment.
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Sec. 6. Minnesota Statutes 2008, section 295.57, subdivision 5, is amended to read:

Subd. 5. Exemption for amounts paid for legend drugs. If a hospital, surgica center, or
health care provider cannot determine the actual cost or reimbursement of legend drugs under the
exemption provided in section 295.53, subdivision 1, paragraph (@), clause {6} (5), the following
method must be used: -

A hospital, surgical center, or health care provider must determine the amount paid for legend
drugs used during the month or quarter and multiply that amount by a ratio, the numerator of
which is the total amount received for taxable patient services, and the denominator of which is
the total amount received for all patient services, including amounts exempt under section 295.53,
subdivision 1. The result represents the allowable exemption for the monthly or quarterly cost of
drugs.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 7. Minnesota Statutes 2008, section 296A.21, subdivision 1, is amended to read:

Subdivision 1. General rules. (8) The commissioner shall make determinations, corrections,
assessments, and refunds with respect to taxes and fees under this chapter, including interest,
additions to taxes, and assessable penalties. Except as otherwise provided in this section, the
amount of taxes assessable must be assessed within 3-1/2 years after the date the return is filed.
For purposes of this section, a tax return filed before the last day prescribed by law for filing is
considered to be filed on the last day.

(b) A claim for arefund of an overpayment of state tax or fees must be filed within 3-1/2 years
from the date prescribed for filing the return, plus any extension of time granted for filing the return,
but only if filed within the extended time; or the claim must be filed within one year from the date of
an order assessing tax or fees, or from the date of areturn filed by the commissioner, upon payment
infull of thetax, fees, pendlties, and interest shown on the order or return, whichever period expires
later.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 8. Minnesota Statutes 2008, section 297E.02, subdivision 4, is amended to read:

Subd. 4. Pull-tab and tipboard tax. (a) A tax isimposed on the sale of each deal of pull-tabs
and tipboards sold by adistributor. Therate of thetax is 1.7 percent of the ideal gross of the pull-tab
or tipboard deal. The salestax imposed by chapter 297A on the sale of the pull-tabs and tipboards by
the distributor isimposed on theretail sales pricelessthe tax imposed by this subdivision. Theretail
sale of pull-tabs or tipboards by the organization is exempt from taxes imposed by chapter 297A
and is exempt from all local taxes and license fees except a fee authorized under section 349.16,
subdivision 8.

(b) Theliability for the tax imposed by this section isincurred when the pull-tabs and tipboards
are delivered by the distributor to the customer or to a common or contract carrier for delivery to
the customer, or when received by the customer's authorized representative at the distributor's place
of business, regardless of the distributor's method of accounting or the terms of the sale.

The tax imposed by this subdivision is imposed on all sales of pull-tabs and tipboards, except
the following:
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(1) salesto the governing body of an Indian tribal organization for use on an Indian reservation;

(2) salesto distributors licensed under the laws of another state or of a province of Canada, as
long as all statutory and regulatory requirements are met in the other state or province;

(3) sales of promotional tickets as defined in section 349.12; and

(4) pull-tabs and tipboards sold to an organization that sells pull-tabs and tipboards under
the exemption from licensing in section 349.166, subdivision 2. A distributor shall require an
organization conducting exempt gambling to show proof of its exempt status before making a
tax-exempt sale of pull-tabs or tipboards to the organization. A distributor shall identify, on all
reports submitted to the commissioner, all sales of pull-tabs and tipboards that are exempt from
tax under this subdivision.

(c) A distributor having aliability of $320:600 $10,000 or more during afiscal year ending June
30 must remit all liabilities in the subsequent calendar year by electronic means.

(d) Any customer who purchases deals of pull-tabs or tipboards from a distributor may file an
annual claim for a refund or credit of taxes paid pursuant to this subdivision for unsold pull-tab
and tipboard tickets. The claim must be filed with the commissioner on a form prescribed by the
commissioner by March 20 of the year following the calendar year for which the refund is claimed.
The refund must be filed as part of the customer's February monthly return. The refund or credit is
equal to 1.7 percent of the face value of the unsold pull-tab or tipboard tickets, provided that the
refund or credit will be 1.75 percent of the face value of the unsold pull-tab or tipboard tickets for
claimsfor arefund or credit of taxesfiled on the February 2001 monthly return. The refund claimed
will be applied as a credit against tax owing under this chapter on the February monthly return.
If the refund claimed exceeds the tax owing on the February monthly return, that amount will be
refunded. The amount refunded will bear interest pursuant to section 270C.405 from 90 days after
the claim isfiled.

EFFECTIVE DATE. This section is effective for payments due in calendar year 2010 and
thereafter, based upon liabilities incurred in the fiscal year ending June 30, 2009, and in fiscal years
thereafter.

Sec. 9. Minnesota Statutes 2008, section 297E.06, is amended by adding a subdivision to read:

Subd. 1a. Required signatures. The gambling manager and the chief executive officer of the
organization, or their respective designees, and the person who completed the tax return must sign
the tax return. The organization shall inform the commissioner of revenue in writing of the identity
of the designees as soon as practicable in the form and manner prescribed by the commissioner.

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

Sec. 10. Minnesota Statutes 2008, section 297E.11, subdivision 1, is amended to read:

Subdivision 1. General rule. Except as otherwise provided in this chapter, the amount of taxes
assessable must be assessed within 3-1/2 years after the return is filed, whether or not the return is
filed on or after the date prescribed. A return must not be treated as filed until it isin processible
form. A return isin processible form if it is filed on a permitted form and contains sufficient data
to identify the taxpayer and permit the mathematical verification of the tax liability shown on the
return. For purposes of this section, atax return filed before the last day prescribed by law for filing
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is considered to be filed on the last day.

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

Sec. 11. Minnesota Statutes 2008, section 297F.09, subdivision 7, is amended to read:

Subd. 7. Electronic payment. A cigarette or tobacco products distributor having a liability
of $326,000 $10,000 or more during a fiscal year ending June 30 must remit al liabilities in the
subsequent calendar year by €lectronic means.

EFFECTIVE DATE. This section is effective for payments due in calendar year 2010 and
thereafter, based upon liabilitiesincurred in the fiscal year ending June 30, 2009, and in fiscal years
thereafter.

Sec. 12. Minnesota Statutes 2008, section 297G.09, subdivision 6, is amended to read:

Subd. 6. Electronic payments. A licensed brewer, importer, or wholesaler having an excise tax
liability of $326,860 $10,000 or more during afiscal year ending June 30 must remit all excise tax
liabilities in the subsequent calendar year by electronic means.

EFFECTIVE DATE. This section is effective for payments due in calendar year 2010 and
thereafter, based upon liabilitiesincurred in the fiscal year ending June 30, 2009, and in fiscal years
thereafter.

Sec. 13. Minnesota Statutes 2008, section 2971.30, is amended by adding a subdivision to read:

Subd. 9. Extensions for filing returns. When, in the commissioner's judgment, good cause
exists, the commissioner may extend the time for filing returns for not more than six months.

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

Sec. 14. Minnesota Statutes 2008, section 2971.35, subdivision 2, is amended to read:

Subd. 2. Electronic payments. If the aggregate amount of tax and surcharges due under this
chapter during acalendar year isequal to or exceeds $326,000 $10,000, or if the taxpayer isrequired
to make payment of any other tax to the commissioner by electronic means, then all tax and surcharge
payments in the subsequent calendar year must be paid by electronic means.

EFFECTIVE DATE. This section is effective for payments due in calendar year 2010 and
thereafter, based upon liabilitiesincurred in the fiscal year ending June 30, 2009, and in fiscal years
thereafter.

Sec. 15. Minnesota Statutes 2008, section 298.28, subdivision 11, is amended to read:

Subd. 11. Remainder. (a) The proceeds of the tax imposed by section 298.24 which remain
after the distributions and payments in subdivisions 2 to 10a, as certified by the commissioner of
revenue, and paragraphs (b), (c), and (d)y—ard<{€e} have been made, together with interest earned
on al money distributed under this section prior to distribution, shall be divided between the
taconite environmental protection fund created in section 298.223 and the Douglas J. Johnson
economic protection trust fund created in section 298.292 as follows: Two-thirds to the taconite
environmental protection fund and one-third to the Douglas J. Johnson economic protection trust
fund. The proceeds shall be placed in the respective special accounts.
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(b) There shall be distributed to each city, town, and county the amount that it received under
section 294.26 in calendar year 1977; provided, however, that the amount distributed in 1981 to
the unorganized territory number 2 of Lake County and the town of Beaver Bay based on the
between-termina trackage of Erie Mining Company will be distributed in 1982 and subsequent
years to the unorganized territory number 2 of Lake County and the towns of Beaver Bay and Stony
River based on the miles of track of Erie Mining Company in each taxing district.

(c) There shall be distributed to the Iron Range Resources and Rehabilitation Board the amounts
it received in 1977 under section 298.22. The amount distributed under this paragraph shall be
expended within or for the benefit of the taconite assistance area defined in section 273.1341.

(d) There shall be distributed to each school district 62 percent of the amount that it received
under section 294.26 in calendar year 1977.

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

Sec. 16. Minnesota Statutes 2008, section 473.843, subdivision 3, is amended to read:

Subd. 3. Payment of fee. On or before the 20th day of each month each operator shall pay the
fee due under this section for the previous month, using a form provided by the commissioner of
revenue.

An operator having afee of $320,000 $10,000 or more during afiscal year ending June 30 must
pay al feesin the subsequent calendar year by electronic means.

EFFECTIVE DATE. This section is effective for payments due in calendar year 2010 and
thereafter, based upon liabilitiesincurred in the fiscal year ending June 30, 2009, and in fiscal years
thereafter.

Sec. 17. REPEALER.

Minnesota Statutes 2008, sections 287.26; 287.27, subdivision 1; and 298.28, subdivisions 11a
and 13, are repeded.

EFFECTIVE DATE. This section is effective the day following final enactment.
ARTICLE 12
DEPARTMENT PROPERTY TAXES AND AIDS
Section 1. Minnesota Statutes 2008, section 273.11, subdivision 23, is amended to read:

Subd. 23. First tier valuation limit; agricultural homestead property. (a) Begiring-with
assessmentyrear2006;- The commissioner of revenue shall annually certify the first tier limit for
agricultural homestead property as. For assessment year 2010, the limit is $1,110,000. Beginning
with assessment year 2011, thelimit isthe product of (i) $666;000 thefirst tier limit for the preceding
assessment year, and (ii) the ratio of the statewide average taxable market value of agricultural
property per acre of deeded farm land in the preceding assessment year to the statewide average




2614 JOURNAL OF THE SENATE [38TH DAY

taxable market value of agricultural property per acre of deeded farm land for the second preceding
assessment year 2004. The limit shall be rounded to the nearest $10,000.

(b) For the purposes of this subdivision, "agricultural property” means all class 2 2a property

under section 273.13, subdivision 23, except for {L-timberland{2)-alanding-area-or-public-access
area-ef-aprivately-ewned-publie-use-airpert-and-(3) property consisting of the house, garage, and

immediately surrounding one acre of land of an agricultural homestead.

(c) The commissioner shall certify the limit by January 2 of each assessment year—exeept-that
for-assessmentyrear2006-the-commissionershal-eertify-the- Hmit-by-June1-2006.

EFFECTIVE DATE. This section is effective for taxes payable in 2011 and thereafter.
Sec. 2. Minnesota Statutes 2008, section 273.111, subdivision 4, is amended to read:

Subd. 4. Determination of value. (a) The value of any rea estate described in subdivision 3
shall upon timely application by the owner, in the manner provided in subdivision 8, be determined
solely with reference to its appropriate agricultural classification and value notwithstanding
sections 272.03, subdivision 8, and 273.11. Furthermore, the assessor shall not consider any added
values resulting from nonagricultural factors. In order to account for the presence of nonagricultural
influences that may affect the value of agricultural land, the commissioner of revenue shall develop
afair and uniform method of determining agricultural values for each county in the state that are
consistent with this subdivision. The commissioner shall annually assign the resulting values to
each county, and these values shall be used as the basis for determining the agricultural value for
all properties in the county qualifying for tax deferment under this section.

(b) Inthe case of property qualifying for tax deferment only under subdivision 3a, the value shall
be based on the value in effect for assessment year 2008, multiplied by the ratio of the total taxable
market value of all property in the county for the year prior to the current assessment year divided
by the total taxable market value of all property in the county for assessment year 2008.

EFFECTIVE DATE. This section is effective for taxes payable in 2009 and thereafter.

Sec. 3. Minnesota Statutes 2008, section 273.1115, subdivision 2, is amended to read:

Subd. 2. Requirement. Real estate is entitled to valuation under this section only if all of the
following requirements are met:

(2) the property isclassified asclass 1a, 1b, 2a, or 2b property under section 273.13, subdivisions
22 and 23, or the property is classified as class 2e under section 273.13, subdivision 23, and
immediately before being classified as class 2e was classified as class 1a or 1b;

(2) the property is at least ten contiguous acres, when the application isfiled under subdivision

(3) the owner hasfiled a completed application for deferment as specified in subdivision 3 with
the county assessor in the county in which the property is located;

(4) there are no delinquent taxes on the property; and

(5) a covenant on the land restricts its use as provided in subdivision 3, clause (4).
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EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.
Sec. 4. Minnesota Statutes 2008, section 273.1231, subdivision 8, is amended to read:

Subd. 8. Utility property. "Utility property" means property appraised and classified for tax
purposes by order of the commissioner of revenue under sections 273.33 to 273.3711.

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

Sec. 5. Minnesota Statutes 2008, section 273.124, subdivision 3, is amended to read:

Subd. 3. Cooperatives and charitable corporations;, homestead and other property. (a)
When property is owned by a corporation or association organized under chapter 308A or 308B,
and each person who owns a share or shares in the corporation or association is entitled to
occupy a building on the property, or a unit within a building on the property, the corporation or
association may claim homestead treatment for each dwelling, or for each unit in the case of a
building containing several dwelling units, or for the part of the value of the building occupied by a
shareholder. Each building or unit must be designated by legal description or number. The net tax
capacity of each building or unit that qualifies for assessment as a homestead under this subdivision
must include not more than one-half acre of land, if platted, nor more than 80 acres if unplatted.
The net tax capacity of the property is the sum of the net tax capacities of each of the respective
buildings or units comprising the property, including the net tax capacity of each unit'sor building's
proportionate share of the land and any common buildings. To qualify for the treatment provided
by this subdivision, the corporation or association must be wholly owned by persons having aright
to occupy a building or unit owned by the corporation or association. A charitable corporation
organized under the laws of Minnesota and not otherwise exempt thereunder with no outstanding
stock qualifies for homestead treatment with respect to member residents of the dwelling unitswho
have purchased and hold residential participation warrants entitling them to occupy the units.

(b) To the extent provided in paragraph (@), a cooperative or corporation organized under
chapter 308A or 308B may obtain separate assessment and valuation, and separate property
tax statements for each residential homestead, residential nonhomestead, or for each seasonal
residential recreational building or unit not used for commercia purposes. The appropriate class
rates under section 273.13 shall be applicable asif each building or unit were a separate tax parcel;
provided, however, that the tax parcel which exists at the time the cooperative or corporation
makes application under this subdivision shall be a single parcel for purposes of property taxes or
the enforcement and collection thereof, other than as provided in paragraph (a) or this paragraph.

(c) A member of a corporation or association may initially obtain the separate assessment and
valuation and separate property tax statements, as provided in paragraph (b), by applying to the
assessor by June 30 of the assessment year.

(d) When a building, or dwelling units within a building, no longer qualify under paragraph
(@) or (b), the current owner must notify the assessor within 30 days. Failure to notify the assessor
within 30 days shall result in the loss of benefits under paragraph (a) or (b) for taxes payablein the
year that the failure is discovered. For these purposes, "benefits under paragraph (a) or (b)" means
the difference in the net tax capacity of the building or units which no longer qualify as computed
under paragraph (a) or (b) and as computed under the otherwise applicable law, times the local tax
rate applicable to the building for that taxes payable year. Upon discovery of afailure to notify, the
assessor shall inform the auditor of the difference in net tax capacity for the building or buildings
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in which units no longer qualify, and the auditor shall calculate the benefits under paragraph (a) or
(b). Such amount, plus a penalty equal to 100 percent of that amount, shall then be demanded of the
building's owner. The property owner may appeal the county's determination by serving copies of a
petition for review with county officials as provided in section 278.01 and filing a proof of service
as provided in section 278.01 with the Minnesota Tax Court within 60 days of the date of the notice
from the county. The appeal shall be governed by the Tax Court procedures provided in chapter 271,
for cases relating to the tax laws as defined in section 271.01, subdivision 5; disregarding sections
273.125, subdivision 5, and 278.03, but including section 278.05, subdivision 2. If the amount of
the benefits under paragraph (a) or (b) and penalty are not paid within 60 days, and if no appeal has
been filed, the county auditor shall certify the amount of the benefit and penalty to the succeeding
year'stax list to be collected as part of the property taxes on the affected property.

Sec. 6. Minnesota Statutes 2008, section 273.124, subdivision 3a, is amended to read:

Subd. 3a. Manufactured home park cooper ative. When a manufactured home park is owned
by a corporation or association organized under chapter 308A or 308B, and each person who owns
a share or shares in the corporation or association is entitled to occupy a lot within the park, the
corporation or association may claim homestead treatment for each lot occupied by a shareholder.
Each lot must be designated by legal description or number, and each lot islimited to not more than
one-half acre of land for each homestead. The manufactured home park shall be valued and assessed
asif it were homestead property within class 1 if all of the following criteria are met:

(1) the occupant is using the property as a permanent residence;

(2) the occupant or the cooperative association is paying the ad valorem property taxes and any
special assessments levied against the land and structure either directly, or indirectly through dues
to the corporation; and

(3) the corporation or association organized under chapter 308A or 308B is wholly owned by
persons having aright to occupy alot owned by the corporation or association.

A charitable corporation, organized under the laws of Minnesota with no outstanding stock,
and granted aruling by the Internal Revenue Service for 501(c)(3) tax-exempt status, qualifies for
homestead treatment with respect to member residents of the manufactured home park who hold
residential participation warrants entitling them to occupy alot in the manufactured home park.

Sec. 7. Minnesota Statutes 2008, section 273.124, subdivision 13, is amended to read:

Subd. 13. Homestead application. (&) A person who meets the homestead requirements
under subdivision 1 must file a homestead application with the county assessor to initialy obtain
homestead classification.

(b) The format and contents of a uniform homestead application shall be prescribed by the
commissioner of revenue. The application must clearly inform the taxpayer that this application
must be signed by all owners who occupy the property or by the qualifying relative and returned to
the county assessor in order for the property to receive homestead treatment.

(c) Every property owner applying for homestead classification must furnish to the county
assessor the Social Security number of each occupant who is listed as an owner of the property
on the deed of record, the name and address of each owner who does not occupy the property,
and the name and Social Security number of each owner's spouse who occupies the property.
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The application must be signed by each owner who occupies the property and by each owner's

spouse who occupies the propertys-er—-the-case-of-property-that-quatifies-as-a-hemestead-under
belivis ’ eyt g otive

If aproperty owner occupies a homestead, the property owner's spouse may not claim another
property as a homestead unless the property owner and the property owner's spouse file with the
assessor an affidavit or other proof required by the assessor stating that the property qualifies as a
homestead under subdivision 1, paragraph (€).

Owners or spouses occupying residences owned by their spouses and previously occupied with
the other spouse, either of whom fail to include the other spouse's name and Social Security number
on the homestead application or provide the affidavits or other proof requested, will be deemed
to have elected to receive only partial homestead treatment of their residence. The remainder of
the residence will be classified as nonhomestead residential. When an owner or spouse's name and
Social Security number appear on homestead applications for two separate residences and only one
applicationissigned, the owner or spousewill be deemed to have el ected to homestead the residence
for which the application was signed.

The Socia Security numbers, state or federal tax returns or tax return information, including the
federal income tax schedule F required by this section, or affidavits or other proofs of the property
owners and spouses submitted under this or another section to support a claim for a property tax
homestead classification are private data on individual s as defined by section 13.02, subdivision 12,
but, notwithstanding that section, the private data may be disclosed to the commissioner of revenue,
or, for purposes of proceeding under the Revenue Recapture Act to recover personal property taxes
owing, to the county treasurer.

(d) If residential real estate is occupied and used for purposes of a homestead by a relative of
the owner and qualifies for a homestead under subdivision 1, paragraph (c) or (d), in order for the
property to receive homestead status, a homestead application must be filed with the assessor. The
application must be signed by each relative of an owner who occupies the property and by each
relative's spouse who also occupies the property. The Social Security number of each relative and
spouse of a relative occupying the property shall be required on the homestead application filed
under this subdivision. If a different relative of the owner subsequently occupies the property, the
owner of the property must notify the assessor within 30 days of the change in occupancy. The
Socia Security number of arelative or relative's spouse occupying the property is private data on
individuals as defined by section 13.02, subdivision 12, but may be disclosed to the commissioner
of revenue, or, for the purposes of proceeding under the Revenue Recapture Act to recover personal
property taxes owing, to the county treasurer.

(e) The homestead application shall also notify the property owners that the application filed
under this section will not be mailed annually and that if the property is granted homestead status
for any assessment year, that same property shall remain classified as homestead until the property
is sold or transferred to another person, or the owners, the spouse of the owner, or the relatives no
longer use the property as their homestead. Upon the sale or transfer of the homestead property, a
certificate of value must be timely filed with the county auditor as provided under section 272.115.
Failure to notify the assessor within 30 days that the property has been sold, transferred, or that the
owner, the spouse of the owner, or the relative is no longer occupying the property as a homestead,
shall result in the penalty provided under this subdivision and the property will lose its current
homestead status.
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(f) If the homestead application is not returned within 30 days, the county will send a second
application to the present owners of record. The notice of proposed property taxes prepared under
section 275.065, subdivision 3, shall reflect the property's classification. If a homestead application
has not been filed with the county by December 15, the assessor shall classify the property as
nonhomestead for the current assessment year for taxes payable in the following year, provided
that the owner may be entitled to receive the homestead classification by proper application under
section 375.192.

(9) At the request of the commissioner, each county must give the commissioner a list that
includes the name and Social Security number of each occupant of homestead property who is the
property owner, property owner's spouse, qualifying relative of a property owner, or a spouse of a
qualifying relative. The commissioner shall use the information provided on the lists as appropriate
under the law, including for the detection of improper claims by owners, or relatives of owners,
under chapter 290A.

(h) If the commissioner finds that a property owner may be claiming a fraudulent homestead,
the commissioner shall notify the appropriate counties. Within 90 days of the notification, the
county assessor shall investigate to determine if the homestead classification was properly claimed.
If the property owner does not qualify, the county assessor shall notify the county auditor who will
determine the amount of homestead benefits that had been improperly allowed. For the purpose
of this section, "homestead benefits’ means the tax reduction resulting from the classification
as a homestead under section 273.13, the taconite homestead credit under section 273.135,
the residential homestead and agricultural homestead credits under section 273.1384, and the
supplemental homestead credit under section 273.1391.

The county auditor shall send a notice to the person who owned the affected property at thetime
the homestead application related to the improper homestead was filed, demanding reimbursement
of the homestead benefits plus a penalty equal to 100 percent of the homestead benefits. The person
notified may appeal the county's determination by serving copies of apetition for review with county
officials as provided in section 278.01 and filing proof of service as provided in section 278.01 with
the Minnesota Tax Court within 60 days of the date of the notice from the county. Procedurally,
the appeal is governed by the provisions in chapter 271 which apply to the appeal of a property
tax assessment or levy, but without requiring any prepayment of the amount in controversy. If the
amount of homestead benefits and penalty is not paid within 60 days, and if no appea has been
filed, the county auditor shall certify the amount of taxes and penalty to the county treasurer. The
county treasurer will add interest to the unpaid homestead benefits and penalty amounts at the rate
provided in section 279.03 for real property taxes becoming delinquent in the calendar year during
which the amount remains unpaid. Interest may be assessed for the period beginning 60 days after
demand for payment was made.

If the person notified isthe current owner of the property, the treasurer may add the total amount
of homestead benefits, penalty, interest, and costs to the ad val orem taxes otherwise payable on the
property by including the amounts on the property tax statements under section 276.04, subdivision
3. The amounts added under this paragraph to the ad valorem taxes shall include interest accrued
through December 31 of the year preceding the taxes payable year for which the amounts are first
added. These amounts, when added to the property tax statement, become subject to al the lawsfor
the enforcement of real or personal property taxes for that year, and for any subsequent year.

If the person notified is not the current owner of the property, the treasurer may collect the
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amounts due under the Revenue Recapture Act in chapter 270A, or use any of the powers granted
in sections 277.20 and 277.21 without exclusion, to enforce payment of the homestead benefits,
penalty, interest, and costs, as if those amounts were delinquent tax obligations of the person who
owned the property at the time the application related to the improperly allowed homestead was
filed. Thetreasurer may relieveaprior owner of personal liability for the homestead benefits, penalty,
interest, and costs, and instead extend those amounts on the tax lists against the property as provided
in this paragraph to the extent that the current owner agrees in writing. On all demands, billings,
property tax statements, and related correspondence, the county must list and state separately the
amounts of homestead benefits, penalty, interest and costs being demanded, billed or assessed.

(i) Any amount of homestead benefits recovered by the county from the property owner shall be
distributed to the county, city or town, and school district where the property islocated in the same
proportion that each taxing district's levy was to the total of the three taxing districts' levy for the
current year. Any amount recovered attributable to taconite homestead credit shall be transmitted
to the St. Louis County auditor to be deposited in the taconite property tax relief account. Any
amount recovered that is attributable to supplemental homestead credit is to be transmitted to the
commissioner of revenue for deposit in the general fund of the state treasury. The total amount of
penalty collected must be deposited in the county general fund.

(i) If aproperty owner has applied for more than one homestead and the county assessors cannot
determine which property should be classified as homestead, the county assessors will refer the
information to the commissioner. The commissioner shall make the determination and notify the
counties within 60 days.

(K) Inaddition to lists of homestead properties, the commissioner may ask the countiesto furnish
lists of al properties and the record owners. The Social Security numbers and federal identification
numbers that are maintained by a county or city assessor for property tax administration purposes,
and that may appear on the lists retain their classification as private or nonpublic data; but may be
viewed, accessed, and used by the county auditor or treasurer of the same county for the limited
purpose of assisting the commissioner in the preparation of microdata samples under section
270C.12.

() On or before April 30 each year beginning in 2007, each county must provide the
commissioner with the following data for each parcel of homestead property by electronic means
as defined in section 289A.02, subdivision 8:

(i) the property identification number assigned to the parcel for purposes of taxes payablein the
current year;

(i) the name and Socia Security number of each occupant of homestead property who is the
property owner, property owner's spouse, qualifying relative of a property owner, or spouse of a
qualifying relative;

(iii) the classification of the property under section 273.13 for taxes payable in the current year
and in the prior year;

(iv) anindication of whether the property was classified as a homestead for taxes payable in the
current year because of occupancy by arelative of the owner or by a spouse of arelative;

(v) the property taxes payable as defined in section 290A..03, subdivision 13, for the current year
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and the prior year;

(vi) the market value of improvements to the property first assessed for tax purposes for taxes
payable in the current year;

(vii) the assessor's estimated market value assigned to the property for taxes payable in the
current year and the prior year;

(viii) the taxable market value assigned to the property for taxes payable in the current year and
the prior year;

(ix) whether there are delinquent property taxes owing on the homestead;
(x) the unique taxing district in which the property is located; and
(xi) such other information as the commissioner decides is necessary.

The commissioner shall use the information provided on the lists as appropriate under the law,
including for the detection of improper claims by owners, or relatives of owners, under chapter
290A.

EFFECTIVE DATE. This section is effective for applications received after June 30, 2009.
Sec. 8. Minnesota Statutes 2008, section 273.124, subdivision 21, is amended to read:

Subd. 21. Trust property; homestead. Real or personal property held by a trustee under a
trust iseligible for classification as homestead property if-the property satisfies the requirements of

paragraph (a), (b), (c), or (d).

{4)(a) The grantor or surviving spouse of the grantor of the trust occupies and uses the property
as a homestead:-

2 (b) A relative or surviving relative of the grantor who meets the requirements of subdivision
1, paragraph (c), in the case of residential real estate; or subdivision 1, paragraph (d), in the case of
agricultural property, occupies and uses the property as a homesteads:

£3) (c) A family farm corporation, joint farm venture, limited liability company, or partnership
operating a family farm in which the grantor or the grantor's surviving spouse is a shareholder,
member, or partner rents the propertys; and, either (1) a shareholder, member, or partner of the
corporation, joint farm venture, limited liability company, or partnership occupies and uses the
property as a homestead;; or +s-activelyfarming (2) the property is at least 40 acres, including
undivided government lots and correctional 40's, and a shareholder, member, or partner of the
tenant-entity is actively farming the property on behalf of the corporation, joint farm venture,
limited liability company, or partnership-er

{4)-(d) A person who has received homestead classification for property taxes payablein 2000 on
the basis of an unqualified legal right under the terms of the trust agreement to occupy the property
asthat person’'s homestead and who continues to use the property as a homestead; or, a person who
received the homestead classification for taxes payable in 2005 under erause{3)-paragraph (c) who
does not qualify under etabse+3) paragraph (c) for taxes payable in 2006 or thereafter but who
continues to qualify under elabse{3) paragraph (c) asit existed for taxes payable in 2005.
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For purposes of this subdivision, "grantor” is defined as the person creating or establishing
a testamentary, inter Vivos, revocable or irrevocable trust by written instrument or through the
exercise of a power of appointment.

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

Sec. 9. Minnesota Statutes 2008, section 273.13, subdivision 23, is amended to read:

Subd. 23. Class 2. (a) An agricultural homestead consists of class 2a agricultural land that is
homesteaded, along with any class 2b rural vacant land that is contiguous to the class 2aland under
the same ownership. The market value of the house and garage and immediately surrounding one
acre of land hasthe same classrates asclass 1laor 1b property under subdivision 22. The value of the
remaining land including improvements up to thefirst tier valuation limit of agricultural homestead
property has a net class rate of 0.5 percent of market value. The remaining property over the first
tier has a class rate of one percent of market value. For purposes of this subdivision, the "first tier
valuation limit of agricultural homestead property" and "first tier" means the limit certified under
section 273.11, subdivision 23.

(b) Class 2a agricultural land consists of parcels of property, or portions thereof, that are
agricultural land and buildings. Class 2a property has a net class rate of one percent of market
value, unless it is part of an agricultural homestead under paragraph (). Class 2a property may
contain property that would otherwise be classified as 2b, including but not limited to sloughs,
wooded wind shelters, acreage abutting ditches, and other similar land impractical for the assessor
to value separately from the rest of the property.

An assessor may classify the part of a parcel described in this subdivision that is used for
agricultural purposes as class 2a and the remainder in the class appropriate to its use.

(c) Class 2b rura vacant land consists of parcels of property, or portions thereof, that are
unplatted real estate, rural in character and not used for agricultural purposes, including land
used for growing trees for timber, lumber, and wood and wood products, that is not improved
with a structure. The presence of a minor, ancillary nonresidential structure as defined by the
commissioner of revenue does not disqualify the property from classification under this paragraph.
Any parcel of 20 acres or moreimproved with astructurethat isnot aminor, ancillary nonresidential
structure must be split-classified, and ten acres must be assigned to the split parcel containing the
structure. Class 2b property has a net class rate of one percent of market value unlessiit is part of
an agricultural homestead under paragraph (a), or qualifies as class 2c under paragraph (d).

(d) Class 2c managed forest land consists of no less than 20 and no more than 1,920 acres
statewide per taxpayer that is being managed under a forest management plan that meets the
requirements of chapter 290C, but is not enrolled in the sustainable forest resource management
incentive program. It has a class rate of .65 percent, provided that the owner of the property must
apply to the assessor te+eeeive-thereddeed-elass in order for the property to initially qualify for
the reduced rate and provide the information required by the assessor to verify that the property
qualifies for the reduced rate. If the assessor receives the application and information before
May 1 in an assessment year, the property qualifies beginning with that assessment year. If the
assessor receives the application and information after April 30 in an assessment year, the property
gualifies beginning with the next assessment year. The commissioner of natural resources must
concur that the land is qualified. The commissioner of natural resources shall annually provide
county assessors verification information on a timely basis. The presence of a minor, ancillary
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nonresidential structure as defined by the commissioner of revenue does not disqualify the property
from classification under this paragraph.

(e) Agricultural land as used in this section means contiguous acreage of ten acres or more, used
during the preceding year for agricultural purposes. "Agricultural purposes’ as used in this section
means the raising, cultivation, drying, or storage of agricultural products for sale, or the storage
of machinery or equipment used in support of agricultural production by the same farm entity.
For a property to be classified as agricultural based only on the drying or storage of agricultural
products, the products being dried or stored must have been produced by the same farm entity asthe
entity operating the drying or storage facility. "Agricultural purposes’ also includes enrollment in
the Reinvest in Minnesota program under sections 103F.501 to 103F.535 or the federal Conservation
Reserve Program as contained in Public Law 99-198 or a similar state or federal conservation
program if the property was classified as agricultural (i) under this subdivision for the assessment
year 2002 or (ii) in the year prior to its enrollment. Agricultural classification shall not be based
upon the market value of any residential structures on the parcel or contiguous parcels under the
same ownership.

(f) Real estate of less than ten acres, which is exclusively or intensively used for raising or
cultivating agricultural products, shall be considered as agricultural land. To qualify under this
paragraph, property that includes a residential structure must be used intensively for one of the
following purposes:

(i) for drying or storage of grain or storage of machinery or equipment used to support
agricultural activities on other parcels of property operated by the same farming entity;

(ii) as a nursery, provided that only those acres used to produce nursery stock are considered
agricultural land;

(iii) for livestock or poultry confinement, provided that land that is used only for pasturing and
grazing does not qualify; or

(iv) for market farming; for purposes of this paragraph, "market farming”" meansthe cultivation
of one or more fruits or vegetables or production of animal or other agricultural productsfor saleto
local markets by the farmer or an organization with which the farmer is affiliated.

(g) Land shall be classified as agricultural even if al or a portion of the agricultural use of that
property isthe leasing to, or use by another person for agricultural purposes.

Classification under this subdivision is not determinative for qualifying under section 273.111.

(h) The property classification under this section supersedes, for property tax purposes only, any
locally administered agricultural policies or land use restrictions that define minimum or maximum
farm acreage.

(i) The term "agricultural products’ as used in this subdivision includes production for sale of:

(2) livestock, dairy animals, dairy products, poultry and poultry products, fur-bearing animals,
horticultural and nursery stock, fruit of all kinds, vegetables, forage, grains, bees, and apiary
products by the owner;

(2) fish bred for sale and consumption if the fish breeding occurs on land zoned for agricultura
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use;

(3) the commercial boarding of horses if the boarding is done in conjunction with raising or
cultivating agricultural products as defined in clause (1);

(4) property which is owned and operated by nonprofit organizations used for equestrian
activities, excluding racing;

(5) game birds and waterfowl bred and raised for use on a shooting preserve licensed under
section 97A.115;

(6) insects primarily bred to be used as food for animals;

(7) trees, grown for sale as a crop, including short rotation woody crops, and not sold for timber,
lumber, wood, or wood products; and

(8) maple syrup taken from trees grown by a person licensed by the Minnesota Department of
Agriculture under chapter 28A as a food processor.

() If aparcel used for agricultural purposesis also used for commercial or industrial purposes,
including but not limited to:

(1) wholesale and retail sales;

(2) processing of raw agricultural products or other goods;

(3) warehousing or storage of processed goods; and

(4) office facilities for the support of the activities enumerated in clauses (1), (2), and (3),

the assessor shall classify the part of the parcel used for agricultural purposes as class 1b, 2a, or 2b,
whichever is appropriate, and the remainder in the class appropriate to its use. The grading, sorting,
and packaging of raw agricultural products for first sale is considered an agricultural purpose. A
greenhouse or other building where horticultural or nursery products are grown that is also used for
the conduct of retail sales must be classified as agricultural if it is primarily used for the growing
of horticultural or nursery products from seed, cuttings, or roots and occasionally as a showroom
for the retail sale of those products. Use of a greenhouse or building only for the display of aready
grown horticultural or nursery products does not qualify as an agricultural purpose.

(k) The assessor shall determine and list separately on the records the market value of the
homestead dwelling and the one acre of land on which that dwelling is located. If any farm
buildings or structures are located on this homesteaded acre of land, their market value shall not be
included in this separate determination.

€ (I) Class 2d airport landing area consists of a landing area or public access area of a
privately owned public use airport. It has a class rate of one percent of market value. To qualify
for classification under this paragraph, a privately owned public use airport must be licensed as a
public airport under section 360.018. For purposes of this paragraph, "landing area" meansthat part
of aprivately owned public use airport properly cleared, regularly maintained, and made available
to the public for use by aircraft and includes runways, taxiways, aprons, and sites upon which are
situated landing or navigational aids. A landing areaalso includes land underlying both the primary
surface and the approach surfaces that comply with all of the following:
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(i) theland is properly cleared and regularly maintained for the primary purposes of the landing,
taking off, and taxiing of aircraft; but that portion of the land that contains facilities for servicing,
repair, or maintenance of aircraft is not included as alanding areg;

(ii) the land is part of the airport property; and
(iii) the land is not used for commercial or residential purposes.

The land contained in a landing area under this paragraph must be described and certified by the
commissioner of transportation. The certification is effective until it ismodified, or until the airport
or landing area no longer meets the requirements of this paragraph. For purposes of this paragraph,
"public access area’ means property used as an aircraft parking ramp, apron, or storage hangar, or
an arrival and departure building in connection with the airport.

4 (m) Class 2e consists of land with a commercial aggregate deposit that is not actively being
mined and is not otherwise classified as class 2a or 2b. It has a class rate of one percent of market
value. To qualify for classification under this paragraph, the property must be at |east ten contiguous
acres in size and the owner of the property must record with the county recorder of the county in
which the property is located an affidavit containing:

(1) alega description of the property;

(2) adisclosure that the property contains a commercial aggregate deposit that is not actively
being mined but is present on the entire parcel enrolled;

(3) documentation that the conditional use under the county or local zoning ordinance of this
property is for mining; and

(4) documentation that a permit has been issued by the local unit of government or the mining
activity isalowed under local ordinance. The disclosure must include a statement from aregistered
professional geologist, engineer, or soil scientist delineating the deposit and certifying that it is a
commercial aggregate deposit.

For purposes of this section and section 273.1115, "commercial aggregate deposit” means a
deposit that will yield crushed stone or sand and gravel that is suitable for use as a construction
aggregate; and "actively mined" means the removal of top soil and overburden in preparation for
excavation or excavation of acommercial deposit.

£m) (n) When any portion of the property under this subdivision or subdivision 22 begins to
be actively mined, the owner must file a supplemental affidavit within 60 days from the day any
aggregate is removed stating the number of acres of the property that is actively being mined.
The acres actively being mined must be (1) valued and classified under subdivision 24 in the next
subsequent assessment year, and (2) removed from the aggregate resource preservation property
tax program under section 273.1115, if the land was enrolled in that program. Copies of the
origina affidavit and all supplemental affidavits must be filed with the county assessor, the local
zoning administrator, and the Department of Natural Resources, Division of Land and Minerals.
A supplemental affidavit must be filed each time a subsequent portion of the property is actively
mined, provided that the minimum acreage change is five acres, even if the actual mining activity
constitutes less than five acres.

(0) The definitions prescribed by the commissioner under paragraphs (c) and (d) are not rules,
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are exempt from the rulemaking provisions of chapter 14, and the provisions in section 14.386
concerning exempt rules do not apply.

EFFECTIVE DATE. The section is effective the day following final enactment.

Sec. 10. Minnesota Statutes 2008, section 273.13, subdivision 25, is amended to read:

Subd. 25. Class4. (a) Class4aisresidential real estate containing four or more unitsand used or
held for use by the owner or by the tenants or lessees of the owner as aresidence for rental periods
of 30 days or more, excluding property qualifying for class 4d. Class 4a aso includes hospitals
licensed under sections 144.50 to 144.56, other than hospitals exempt under section 272.02, and
contiguous property used for hospital purposes, without regard to whether the property has been
platted or subdivided. The market value of class 4a property has a class rate of 1.25 percent.

(b) Class 4b includes:

(1) residential real estate containing less than four units that does not qualify as class 4bb, other
than seasonal residential recreational property;

(2) manufactured homes not classified under any other provision;

(3) adwelling, garage, and surrounding one acre of property on anonhomestead farm classified
under subdivision 23, paragraph (b) containing two or three units; and

(4) unimproved property that is classified residential as determined under subdivision 33.
The market value of class 4b property has a class rate of 1.25 percent.
(c) Class 4bb includes:

(1) nonhomestead residential real estate containing one unit, other than seasonal residential
recreational property; and

(2) asingle family dwelling, garage, and surrounding one acre of property on a nonhomestead
farm classified under subdivision 23, paragraph (b).

Class 4bb property has the same class rates as class 1a property under subdivision 22.

Property that has been classified as seasonal residential recreational property at any time during
which it has been owned by the current owner or spouse of the current owner does not qualify for
class 4bb.

(d) Class 4c property includes:

(1) except as provided in subdivision 22, paragraph (c), ersdbdivision—23—paragraph—(b)-
elapse{3);- real and personal property devoted to temporary and seasonal residential occupancy

for recreation purposes, including real and personal property devoted to temporary and seasonal
residential occupancy for recreation purposes and not devoted to commercial purposes for more
than 250 days in the year preceding the year of assessment. For purposes of this clause, property
is devoted to a commercial purpose on a specific day if any portion of the property is used for
residential occupancy, and afee is charged for residential occupancy. Class 4c property under this
clause must contain three or more rental units. A "rental unit” is defined as a cabin, condominium,
townhouse, sleeping room, or individual camping site equipped with water and electrical hookups
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for recreational vehicles. Class 4c property under this clause must provide recreational activities
such as renting ice fishing houses, boats and motors, snowmobiles, downhill or cross-country ski
equipment; provide marina services, launch services, or guide services; or sell bait and fishing
tackle. A camping pad offered for rent by a property that otherwise qualifies for class 4c under this
clauseisalso class 4c under this clause regardless of the term of the rental agreement, aslong asthe
use of the camping pad does not exceed 250 days. In order for a property to be classified as class 4c,
seasonal residential recreational for commercial purposes under this clause, at least 40 percent of
the annual grosslodging receiptsrelated to the property must be from business conducted during 90
consecutive days and either (i) at least 60 percent of all paid bookings by lodging guests during the
year must be for periods of at least two consecutive nights; or (ii) at least 20 percent of the annual
gross receipts must be from charges for rental of fish houses, boats and motors, snowmoabiles,
downhill or cross-country ski equipment, or charges for marina services, launch services, and guide
services, or the sale of bait and fishing tackle. For purposes of this determination, a paid booking
of five or more nights shall be counted as two bookings. Class 4c property classified under this
clause aso includes commercial use real property used exclusively for recreational purposes in
conjunction with other class 4c property classified under this clause and devoted to temporary and
seasonal residential occupancy for recreational purposes, up to atotal of two acres, provided the
property is not devoted to commercia recreational use for more than 250 daysin the year preceding
the year of assessment and islocated within two miles of the class 4c property with which it isused.
Owners of real and personal property devoted to temporary and seasonal residential occupancy for
recreation purposes and all or a portion of which was devoted to commercial purposes for not more
than 250 days in the year preceding the year of assessment desiring classification as class 4c¢, must
submit a declaration to the assessor designating the cabins or units occupied for 250 days or lessin
the year preceding the year of assessment by January 15 of the assessment year. Those cabins or
units and a proportionate share of the land on which they are located must be designated class 4c
under this clause as otherwise provided. The remainder of the cabins or units and a proportionate
share of the land on which they are located will be designated as class 3a. The owner of property
desiring designation as class 4c property under this clause must provide guest registers or other
records demonstrating that the units for which class 4¢ designation is sought were not occupied for
more than 250 days in the year preceding the assessment if so requested. The portion of a property
operated as a (1) restaurant, (2) bar, (3) gift shop, (4) conference center or meeting room, and (5)
other nonresidential facility operated on a commercia basis not directly related to temporary and
seasonal residential occupancy for recreation purposes does not qualify for class 4c;

(2) qualified property used as a golf courseiif:

(i) it is open to the public on a daily fee basis. It may charge membership fees or dues, but a
membership fee may not be required in order to use the property for golfing, and its green fees for
golfing must be comparable to green fees typically charged by municipa courses; and

(i) it meets the requirements of section 273.112, subdivision 3, paragraph (d).

A structure used as a clubhouse, restaurant, or place of refreshment in conjunction with the golf
course is classified as class 3a property;

(3) real property up to a maximum of three acres of land owned and used by a nonprofit
community service oriented organization and that+s not used for residential purposes on either a

temporary or permanent basis, guatifiesfer-etass4e provided that H#reets-either-of-the follewing:
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(i) the property isnot used for arevenue-producing activity for morethan six daysin the calendar
year preceding the year of assessment; or

(ii) the organization makes annual charitable contributions and donations at least equal to the
property's previous year's property taxes and the property is alowed to be used for public and
community meetings or events for no charge, as appropriate to the size of the facility.

For purposes of this clause,

(A) "charitable contributions and donations' has the same meaning as lawful gambling purposes
under section 349.12, subdivision 25, excluding those purposes relating to the payment of taxes,
assessments, fees, auditing costs, and utility payments;

(B) "property taxes' excludes the state general tax;

(C) a "nonprofit community service oriented organization" means any corporation, society,
association, foundation, or institution organized and operated exclusively for charitable, religious,
fraternal, civic, or educational purposes, and which is exempt from federal income taxation
pursuant to section 501(c)(3), (8), (10), or (19) of the Internal Revenue Code; and

(D) "revenue-producing activities" shall include but not be limited to property or that portion of
the property that is used as an on-sale intoxicating liquor or 3.2 percent malt liquor establishment
licensed under chapter 340A, arestaurant open to the public, bowling aley, aretail store, gambling
conducted by organizations licensed under chapter 349, an insurance business, or office or other
space leased or rented to a lessee who conducts a for-profit enterprise on the premises.

Any port| on of the property not quallfylng under erther item (|) whreh—r&ueed—feere\aque-preduer-ng

assessed-asor (i |) is cI ass 3a. The use of the property for soci al events open ech usively to members

and their guestsfor periods of lessthan 24 hours, when an admission isnot charged nor any revenues
are received by the organization shall not be considered a revenue-producing activity.

The organization shall maintain records of its charitable contributions and donations and of
public meetings and events held on the property and make them available upon request any time
to the assessor to ensure eligibility. An organization meeting the requirement under item (ii) must
file an application by May 1 with the assessor for €igibility for the current year's assessment. The
commissioner shall prescribe a uniform application form and instructions;

(4) postsecondary student housing of not more than one acre of land that is owned by a nonprofit
corporation organized under chapter 317A and isused exclusively by astudent cooperative, sorority,
or fraternity for on-campus housing or housing located within two miles of the border of a college
campus,

(5) manufactured home parks as defined in section 327.14, subdivision 3;

(6) rea property that is actively and exclusively devoted to indoor fitness, health, social,
recreational, and related uses, is owned and operated by a not-for-profit corporation, and is located
within the metropolitan area as defined in section 473.121, subdivision 2;

(7) aleased or privately owned noncommercial aircraft storage hangar not exempt under section
272.01, subdivision 2, and the land on which it is located, provided that:
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(i) the land is on an airport owned or operated by a city, town, county, Metropolitan Airports
Commission, or group thereof; and

(ii) theland lease, or any ordinance or sighed agreement restricting the use of the leased premise,
prohibits commercial activity performed at the hangar.

If ahangar classified under this clauseis sold after June 30, 2000, a bill of sale must befiled by
the new owner with the assessor of the county where the property is located within 60 days of the
sale;

(8) aprivately owned noncommercial aircraft storage hangar not exempt under section 272.01,
subdivision 2, and the land on which it is located, provided that:

(i) the land abuts a public airport; and

(ii) the owner of the aircraft storage hangar provides the assessor with a signed agreement
restricting the use of the premises, prohibiting commercial use or activity performed at the hangar;
and

(9) residential real estate, a portion of which is used by the owner for homestead purposes, and
that is also a place of lodging, if al of the following criteria are met:

(i) rooms are provided for rent to transient guests that generally stay for periods of 14 or fewer
days,

(if) meals are provided to persons who rent rooms, the cost of which isincorporated in the basic
room rate;

(iii) meals are not provided to the general public except for specia events on fewer than seven
daysin the calendar year preceding the year of the assessment; and

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

The market value subject to the 4c classification under this clauseislimited to five rental units. Any
rental units on the property in excess of five, must be valued and assessed as class 3a. The portion of
the property used for purposes of a homestead by the owner must be classified as class 1a property
under subdivision 22; and

(10) rea property up to a maximum of three acres and operated as a restaurant as defined
under section 157.15, subdivision 12, provided it: (A) islocated on alake as defined under section
103G.005, subdivision 15, paragraph (a), clause (3); and (B) is either devoted to commercia
purposes for not more than 250 consecutive days, or receives at least 60 percent of its annual gross
receipts from business conducted during four consecutive months. Gross receipts from the sale of
alcoholic beverages must be included in determining the property's qualification under subitem
(B). The property's primary business must be as a restaurant and not as a bar. Gross receipts from
gift shop sales located on the premises must be excluded. Owners of real property desiring 4c
classification under this clause must submit an annual declaration to the assessor by February 1
of the current assessment year, based on the property's relevant information for the preceding
assessment year.

Class 4c property has a class rate of 1.5 percent of market value, except that (i) each parcel of
seasonal residential recreational property not used for commercial purposes hasthe same classrates
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as class 4bb property, (ii) manufactured home parks assessed under clause (5) have the same class
rate as class 4b property, (iii) commercial-use seasonal residential recreational property has a class
rate of one percent for the first $500,000 of market value, and 1.25 percent for the remaining market
value, (iv) the market value of property described in clause (4) has a class rate of one percent, (v)
the market value of property described in clauses (2), (6), and (10) has a class rate of 1.25 percent,
and (vi) that portion of the market value of property in clause (9) qualifying for class 4c property
has a class rate of 1.25 percent.

(e) Class 4d property is qualifying low-income rental housing certified to the assessor by the
Housing Finance Agency under section 273.128, subdivision 3. If only a portion of the unitsin the
building qualify as low-income rental housing units as certified under section 273.128, subdivision
3, only the proportion of qualifying unitsto thetotal number of unitsin the building qualify for class
4d. The remaining portion of the building shall be classified by the assessor based upon itsuse. Class
4d a'so includesthe same proportion of land asthe qualifying low-incomerental housing unitsareto
the total unitsin the building. For al properties qualifying as class 4d, the market value determined
by the assessor must be based on the normal approach to value using normal unrestricted rents.

Class 4d property has a class rate of 0.75 percent.
EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 11. Minnesota Statutes 2008, section 273.13, subdivision 33, is amended to read:

Subd. 33. Classification of unimproved property. (a) All real property that is not improved
with a structure must be classified according to its current use.

(b) Except as provided in subdivision 23, paragraph (c) or (d), real property that isnot improved
with a structure and for which there is no identifiable current use must be classified according to
its highest and best use permitted under the local zoning ordinance. If the ordinance permits more
than one use, the land must be classified according to the highest and best use permitted under
the ordinance. If no such ordinance exists, the assessor shall consider the most likely potential use
of the unimproved land based upon the use made of surrounding land or land in proximity to the
unimproved land.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 12. Minnesota Statutes 2008, section 273.33, subdivision 2, is amended to read:

Subd. 2. Listing and assessment by commissioner. The persona property, consisting of
the pipeline system of mains, pipes, and equipment attached thereto, of pipeline companies and
others engaged in the operations or business of transporting natural gas, gasoline, crude oil, or
other petroleum products by pipelines, shall be listed with and assessed by the commissioner of
revenue and the values provided to the city or county assessor by order. This subdivision shall not
apply to the assessment of the products transported through the pipelines nor to the lines of local
commercia gas companies engaged primarily in the business of distributing gas to consumers at
retail nor to pipelines used by the owner thereof to supply natural gas or other petroleum products
exclusively for such owner's own consumption and not for resale to others. If more than 85 percent
of the natural gas or other petroleum products actually transported over the pipeline is used for
the owner's own consumption and not for resale to others, then this subdivision shall not apply;
provided, however, that in that event, the pipeline shall be assessed in proportion to the percentage
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of gas actually transported over such pipeline that is not used for the owner's own consumption.
On or before dure-38 August 1, the commissioner shall certify to the auditor of each county, the
amount of such personal property assessment against each company in each district in which such
property is located.

EFFECTIVE DATE. This section is effective for assessment year 2009 and thereafter.

Sec. 13. Minnesota Statutes 2008, section 273.37, subdivision 2, is amended to read:

Subd. 2. Listing and assessment by commissioner. Transmission lines of less than 69 kv,
transmission lines of 69 kv and above located in an unorganized township, and distribution lines,
and equipment attached thereto, having a fixed situs outside the corporate limits of cities except
distribution lines taxed as provided in sections 273.40 and 273.41, shall be listed with and assessed
by the commissioner of revenue in the county where situated and the values provided to the city or
county assessor by order. The commissioner shall assess such property at the percentage of market
value fixed by law; and, on or before dure-36 August 1, shall certify to the auditor of each county
in which such property is located the amount of the assessment made against each company and
person owning such property.

EFFECTIVE DATE. This section is effective for assessment year 2009 and thereafter.

Sec. 14. Minnesota Statutes 2008, section 274.13, subdivision 2, is amended to read:

Subd. 2. Special board; delegated duties. The board of equalization for any county may appoint
a special board of equalization and may delegate to it the powers and duties in subdivision 1. The
specia board of equalization shall serve at the direction and discretion of the appointing county
board, subject to the restrictions imposed by law on the appointing board. The appointing board
may determine the number of members to be appointed to the specia board, the compensation and
expenses to be paid, and the term of office of each member. At least one member of the specia
board of equalization must be an appraiser, realtor, or other person familiar with property valuations
in the county. The county auditor is a nonvoting member and serves as the recorder for the specia
board. The special board is subject to the quorum requirements for county boards and the training
reguirements for county boards in section 274.135, subdivision 2.

EFFECTIVE DATE. The section is effective the day following final enactment.

Sec. 15. Minnesota Statutes 2008, section 274.135, subdivision 3, is amended to read:

Subd. 3. Proof of compliance; transfer of duties. (8) Any county that conducts county boards
of appeal and equalization meetings must provide proof to the commissioner by December 1, 2009,
and each year thereafter, that it isin compliance with the requirements of subdivision 2. Beginning
in 2009, this notice must also verify that there was a quorum of voting members at each meeting
of the board of appeal and equalization in the current year. A county that does not comply with
these requirements is deemed to have transferred its board of appeal and equalization powersto the
special board of equalization appointed pursuant to section 274.13, subdivision 2, beginning with
the following year's assessment and continuing unless the powers are reinstated under paragraph
(c). A county that does not comply with the requirements of subdivision 2 and has not appointed
a specia board of equalization shall appoint a special board of equalization before the following
year's assessment.

(b) The county shall notify the taxpayers when the board of appeal and equalization for a county
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has been transferred to the special board of equalization under this subdivision and, prior to the
meeting time of the special board of equalization, the county shall make available to those taxpayers
aprocedurefor areview of the assessments, including, but not limited to, open book meetings. This
alternate review process must take place in April and May.

(c) A county board whose powers are transferred to the special board of equalization under this
subdivision may be reinstated by resolution of the county board and upon proof of compliance with
the requirements of subdivision 2. The resolution and proofs must be provided to the commissioner
by December 1 in order to be effective for the following year's assessment.

(d) If a person who was entitled to appeal to the county board of appeal and equalization or
to the county special board of equalization is not able to do so in a particular year because the
county board or special board did not meet the quorum and training requirements in this section
and section 274.13, or because the specia board was not appointed, that person may instead appeal
to the commissioner of revenue, provided that the appeal is received by the commissioner prior
to August 1. The appeal is not subject to either chapter 14 or section 270C.92. The commissioner
must issue an appropriate order to the county assessor in response to each timely appeal, either
upholding or changing the valuation or classification of the property. Prior to October 1 of each
year, the commissioner must charge and bill the county where the property islocated $500 for each
tax parcel covered by an order issued under this paragraph in that year. Amounts received by the
commissioner under this paragraph must be deposited in the state's general fund. If payment of a
billed amount is not received by the commissioner before December 1 of the year when billed, the
commissioner must deduct that unpaid amount from any state aid the commissioner would otherwise
pay to the county under chapter 477A in the next year. Late payments may either be returned to the
county uncashed and undeposited or may be accepted. If alate payment isaccepted, the stateaid paid
to the county under chapter 477A must be adjusted within 12 monthsto eliminate any reduction that
occurred because the payment was late. Amounts needed to make these adjustments areincluded in
the appropriation under section 477A.03, subdivision 2.

EFFECTIVE DATE. This section is effective for taxes payable in 2010 and thereafter.

Sec. 16. Minnesota Statutes 2008, section 274.14, is amended to read:
27414 LENGTH OF SESSION; RECORD.

The board may must meet en-any after the second Friday in June on at least one meeting day
and may meet for up to ten consecutive meeting days-+aJdune-afterthe-seeond-—riday-H-dure. The
actual meeting dates must be contained on the valuation notices mailed to each property owner in
the county as provided in section 273.121. For this purpose, "meeting days" is defined as any day
of the week excluding Sunday. At the board's discretion, "meeting days' may include Saturday. No
action taken by the county board of review after June 30 isvalid, except for corrections permittedin
sections 273.01 and 274.01. The county auditor shall keep an accurate record of the proceedings and
orders of the board. The record must be published like other proceedings of county commissioners.
A copy of the published record must be sent to the commissioner of revenue, with the abstract of
assessment required by section 274.16.

For countiesthat conduct either regular board of review meetings or open book meetings, at least
one of the meeting days must include ameeting that does not end before 7:00 p.m. For counties that
require taxpayer appointments for the board of review, appointments must include some available
times that extend until at least 7:00 p.m. The county may have a Saturday meeting in lieu of, or in
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addition to, the extended meeting times under this paragraph.
EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 17. Minnesota Statutes 2008, section 274.175, is amended to read:
274.175 VALUES FINALIZED.

The assessments recorded by the county assessor and the county auditor under sections
273.124, subdivision 9; 274.16; 274.17; or other law for real and personal property arefinal on July
1 of the assessment year, except for property added to the assessment rolls under section 272.02,
subdivision 38, and assessments certified to the auditor under sections 273.33, subdivision 2, and
273.37, subdivision 2, or deleted because of tax forfeiture pursuant to chapter 281. No changesin
value may be made after July 1 of the assessment year, except for corrections permitted in sections
273.01 and 274.01, or assessments certified to the auditor under sections 273.33, subdivision 2,
and 273.37, subdivision 2.

EFFECTIVE DATE. This section is effective for assessment year 2009 and thereafter.

Sec. 18. Minnesota Statutes 2008, section 290C.06, is amended to read:

290C.06 CALCULATION OF AVERAGE ESTIMATED MARKET VALUE;
HMBERLEAND- MANAGED FOREST LAND.

The commissioner shall annually calculate a statewide average estimated market value per acre
for class 2b-timbertand 2¢ managed forest land under section 273.13, subdivision 23-paragraph(b).

EFFECTIVE DATE. Thissection is effective for calculations made in 2010 and thereafter.
Sec. 19. Minnesota Statutes 2008, section 290C.07, is amended to read:
290C.07 CALCULATION OF INCENTIVE PAYMENT.

An approved claimant under the sustainable forest incentive program is eligible to receive an
annual payment. The payment shall equal the greater of:

(2) the difference between the property tax that would be paid on the land using the previous
year's statewide average total township tax rate and the a class rate fer-etass-2b-timberland-under
section 27313 subdivision 23 paragraph-{b)-of one percent, if theland werevalued at (i) the average
statewide-timbertand managed forest land market value per acre calculated under section 290C.06,
and (ii) the average statewide-timbertand managed forest land current use value per acre calculated
under section 290C.02, subdivision 5; or

(2) two-thirds of the property tax amount determined by using the previous year's statewide
averagetotal township tax rate the estimated market value per acreascalculated in section 290C.06,
and the a class rate g of one
percent, provided that the payment shaII be no less than $7 per acre for each acre enrolled in the
sustainable forest incentive program.

EFFECTIVE DATE. Thissection is effective for calculations made in 2010 and thereafter.
Sec. 20. Minnesota Statutes 2008, section 477A.011, subdivision 34, is amended to read:
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Subd. 34. City revenue need. (a) For a city with a population equal to or greater than 2,500,
"city revenue need" is the greater of 285 or the sum of (1) 5.0734098 times the pre-1940 housing
percentage; plus (2) 19.141678 times the popul ation decline percentage; plus (3) 2504.06334 times
the road accidents factor; plus (4) 355.0547; minus (5) the metropolitan area factor; minus (6)
49.10638 times the household size.

(b) For acity with apopulation lessthan 2,500, "city revenue need" isthe sum of (1) 2.387 times
the pre-1940 housing percentage; plus (2) 2.67591 times the commercial industrial percentage;
plus (3) 3.16042 times the population decline percentage; plus (4) 1.206 times the transformed
population; minus (5) 62.772.

(c) For acity with a population of 2,500 or more and a population in one of the most recently
available five years that was less than 2,500, "city revenue need" is the sum of (1) its city revenue
need calculated under paragraph (a) multiplied by its transition factor; plus (2) its city revenue
need cal culated under the formulain paragraph (b) multiplied by the difference between one and its
transition factor. For purposes of this paragraph, acity's "transition factor” isequal to 0.2 multiplied
by the number of years that the city's population estimate has been 2,500 or more. This provision
only applies for aids payable in calendar years 2006 to 2008 to cities with a 2002 population of
less than 2,500. It appliesto any city for aids payable in 2009 and thereafter. Fre-eity+evenuereed
whderthis-paragraph-may-net-betessthan285-

(d) The city revenue need cannot be less than zero.

(e) For calendar year 2005 and subsequent years, the city revenue need for acity, as determined
in paragraphs (a) to (d), ismultiplied by theratio of the annual implicit price deflator for government
consumption expenditures and grossinvestment for state and local governments as prepared by the
United States Department of Commerce, for the most recently available year to the 2003 implicit
price deflator for state and local government purchases.

EFFECTIVE DATE. This section is effective for aids payable in 2009 and thereafter.
Sec. 21. Minnesota Statutes 2008, section 477A.011, subdivision 42, is amended to read:

Subd. 42. City jobs base. (a) "City jobs base" for a city with a population of 5,000 or moreis
equal to the product of (1) $25.20, (2) the number of jobs per capitain the city, and (3) its population.
For cities with a population less than 5,000, the city jobs base is equal to zero. For a city receiving
aid under subdivision 36, paragraph{-(k), its city jobs baseis reduced by the lesser of 36 percent of
the amount of aid received under that paragraph or $1,000,000. No city's city jobs base may exceed
$4,725,000 under this paragraph.

(b) For calendar year 2010 and subsequent years, the city jobs base for a city, as determined in
paragraph (a), is multiplied by the ratio of the appropriation under section 477A.03, subdivision 2a,
for the year in which the aid is paid to the appropriation under that section for aids payablein 2009.

(c) For purposes of this subdivision, "jobs per capita in the city” means (1) the average annual
number of employeesin the city based on the data from the Quarterly Census of Employment and
Wages, as reported by the Department of Employment and Economic Development, for the most
recent calendar year available as of May 1, 2008, divided by (2) the city's population for the same
calendar year as the employment data. The commissioner of the Department of Employment and
Economic Development shall certify to the city the average annual number of employees for each
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city by June 1, 2008. A city may challenge an estimate under this paragraph by filing its specific
objection, including the names of employers that it feels may have misreported data, in writing
with the commissioner by June 20, 2008. The commissioner shall make every reasonable effort to
address the specific objection and adjust the data as necessary. The commissioner shall certify the
estimates of the annual employment to the commissioner of revenue by July 15, 2008, including
any estimates still under objection.

EFFECTIVE DATE. This section is effective for aids payable in 2009 and thereafter.
Sec. 22. Minnesota Statutes 2008, section 477A.013, subdivision 8, is amended to read:

Subd. 8. City formula aid. (a) In caendar year 2009, the formula aid for a city is equal to
the sum of (1) its city jobs base, (2) its small city aid base, and (3) the need increase percentage
multiplied by its unmet need.

(b) In calendar year 2010 and subsequent years, the formula aid for acity is equal to the sum of
(1) itscity jobs base, (2) its small city aid base, and (3) the need increase percentage multiplied by
the average of its unmet need for the most recently available two years.

No city may have aformula aid amount less than zero. The need increase percentage must be the
same for al cities.

The applicable need increase percentage must be calculated by the Department of Revenue so
that the total of the aid under subdivision 9 equals the total amount available for aid under section
477A.03. For aids payable in 2009 only, all data used in calculating aid to cities under sections
477A.011t0477A.013will be based onthe dataavailablefor calculating aid to citiesfor aids payable
in 2008. For aids payablein 2010 and thereafter, data used in calcul ating aidsto cities under sections
477A.011 to 477A.013 shall be the most recently available data as of January 1 in the year inwhich
the aid is calculated except as provided in section 477A.011, subdivisions 3 and 35.

EFFECTIVE DATE. This section is effective for assessment year 2009 and thereafter.
Sec. 23. REPEALER.

Minnesota Rules, parts 8115.0200; 8115.0300; 8115.0400; 8115.0500; 8115.0600; 8115.1000;
8115.1100; 8115.1200; 8115.1300; 8115.1400; 8115.1500; 8115.1600; 8115.1700; 8115.1800;
8115.1900; 8115.2000; 8115.2100; 8115.2200; 8115.2300; 8115.2400; 8115.2500; 8115.2600;
8115.2700; 8115.2800; 8115.2900; 8115.3000; 8115.4000; 8115.4100; 8115.4200; 8115.4300;
8115.4400; 8115.4500; 8115.4600; 8115.4700; 8115.4800; 8115.4900; 8115.5000; 8115.5100;
8115.5200; 8115.5300; 8115.5400; 8115.5500; 8115.5600; 8115.5700; 8115.5800; 8115.5900;
8115.6000; 8115.6100; 8115.6200; 8115.6300; 8115.6400; and 8115.9900; are repeal ed.

EFFECTIVE DATE. This section is effective the day following final enactment.
ARTICLE 13
DEPARTMENT CONDITIONAL USE DEEDS
Section 1. Minnesota Statutes 2008, section 282.01, subdivision 1, is amended to read:

Subdivision 1. Classification as conservation or nonconservation. (a) It isthe general policy
of this state to encourage the best use of tax-forfeited lands, recognizing that some lands in public
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ownership should be retained and managed for public benefits while other lands should be returned
to private ownership. Parcels of land becoming the property of the state in trust under law declaring
the forfeiture of lands to the state for taxes must be classified by the county board of the county
in which the parcels lie as conservation er, nonconservation, or as conservation land suited for
particular purposes. |n making the classification the board shall consider the present use of adjacent
lands, the productivity of the soil, the character of forest or other growth, accessibility of lands
to established roads, schools, and other public services, their peculiar suitability or desirability
for particular uses, and the suitability of the forest resources on the land for multiple user and
sustained yield management. The classification, furthermore, must encourage and foster a mode of
land utilization that will facilitate the economical and adequate provision of transportation, roads,
water supply, drainage, sanitation, education, and recreation; facilitate reduction of governmental
expenditures; conserve and develop the natural resources; and foster and develop agriculture and
other industries in the districts and places best suited to them.

(b) Whenever the county board deems it appropriate, the board may hold a meeting for the

purpose of reclassifying tax-forfeited land that has not been sold or released from the trust. The
criteriaand proceduresfor reclassification are the same asthose required for an initial classification.

(c) Prior to meeting for the purpose of classifying or reclassifying tax-forfeited lands, the county
board must give natice of itsintent to meet for that purpose as provided in this paragraph. The notice
must be given no more than 90 days and no lessthan 60 days before the date of the meeting; provided
that if the meeting is rescheduled, notice of the new date, time, and location must be given at least
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14 days before the date of the rescheduled meeting. The notice must be posted on a Web site under
the procedures in section 331A.12. The board must also mail a notice by electronic means to each
person who requests notice of meetings dealing with this subject and who agrees as provided in
chapter 325L to accept notice that is mailed by electronic means. Receipt of actual notice under
the conditions specified in section 13D.04, subdivision 7, satisfies the notice requirements of this

paragraph.

The board may classify or reclassify tax-forfeited lands at any regular or special meeting, as
those terms are defined in chapter 13D and may conduct only this business, or this business as well
as other business or activities at the meeting.

(d) At the meeting, the county board must allow any person or agency possessing pertinent
information to make or submit comments and recommendations about the pending classification or
reclassification. In addition, representatives of governmental entitiesin attendance must be allowed
to describe plans, ideas, or projects that may involve use or acquisition of the property by that or
another governmental entity. After allowing testimony, the board may classify, reclassify, or delay
taking action on any parcel or parcels.

(e) When classifying, reclassifying, appraising, and selling lands under this chapter, the county
board may designate the tracts as assessed and acquired, or may by resolution provide for the
subdivision of the tracts into smaller units or for the grouping of severa tracts into one tract
when the subdivision or grouping is deemed advantageous for conservation or sale purposes. This
paragraph does not authorize the county board to subdivide a parcel or tract of tax-forfeited land
that, as assessed and acquired, is withheld from sale under section 282.018, subdivision 1.

EFFECTIVE DATE. This section is effective July 1, 2009.
Sec. 2. Minnesota Statutes 2008, section 282.01, subdivision 1a, is amended to read:

Subd. 1la. Conveyance—genreraty to public entities. (8) Upon written request from a state
agency or agovernmental subdivision of the state, a parcel of unsold tax-forfeited land is withheld
from sale or lease to others for a maximum of six months. The request must be submitted to the
county auditor. Upon receipt, the county auditor must withhold the parcel from sale or lease to any
other party for six months, and must confirm the starting date of the six-month withholding period to
the requesting agency or subdivision. If the request is from a governmental subdivision of the state,
the governmental subdivision must pay the maintenance costs incurred by the county during the
period the parcel iswithheld. The county board may approve asale or conveyance to the requesting
party during the withholding period. A conveyance of the property to the requesting party terminates
the withholding period.

A governmental subdivision of the state must not make, and a county auditor must not act upon,
a second request to withhold a parcel from sale or lease within 18 months of a previous request for
that parcel.

(b) Nonconservation tax-forfeited lands may be sold by the county board, for their market value
as determined by the county board, to an organized or incorporated governmental subdivision of the
state for any public purpose for which the subdivision is authorized to acquire property er

(c) Nonconservation tax-forfeited lands may be released from the trust in favor of the taxing
districts on application efto the county board by astate agency for an authorized use at not lessthan
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their market value as determined by the county board.

(d) Nonconservation tax-forfeited lands may be sold by the county board to an organized or
incorporated governmental subdivision of the state or state agency for less than their market value
if:

(1) the county board determines that a sale at a reduced price is in the public interest because
(i) areduced price is necessary to provide an incentive to correct the blighted conditions that make
the lands undesirable in the open market, or (ii) the reduced price will lead to the development of
affordable housing; and

(2) the governmental subdivision or state agency has documented (i) its specific plans for
correcting the blighted conditions or developing affordable housing, and (ii) the specific law or
laws that empower it to acquire real property in furtherance of such plans.

(e) Nonconservation tax-forfeited land held in trust in favor of the taxing districts may be
conveyed by the commissioner of revenue may-eenvey-by-deed in the name of the state a-traet
eftaxforfertedand-held-trustfaverefthetaxing-distriets to a governmental subdivision
for an authorized public use, if an application is submitted to the commissioner which includes
a statement of facts as to the use to be made of the tract anrd-the-need-thereter and the favorable
recommendation of the county board. An authorized public use under this paragraph is a use that
either (i) alows an indefinite segment of the public to physically use and enjoy the property in
numbers appropriate to its size and use, or (ii) is for a public service facility. Authorized public
uses as defined in this paragraph are limited to:

(1) aroad, or right-of-way for a road;

(2) apark that is both available to, and accessible by, the public that contains amenities such as
campgrounds, playgrounds, ball fields, trails, or shelters;

(3) trails for walking, bicycling, snowmobiling, or other recreational purposes, along with a
reasonable amount of surrounding land maintained in its natural state;

(4) transit ways for buses or commuter trains,

(5) public beaches or boat launches;

(6) public parking;

(7) civic recreation or conference facilities; and

(8) public service facilities such asfire halls, police stations, lift stations, water tower, sanitation
facilities, water treatment facilities, and administrative offices.

(f) The commissioner of revenue must convey a parcel of nonconservation tax-forfeited land
to alocal governmental subdivision by quit claim deed on behaf of the state upon the favorable
recommendation of the county board if the governmental subdivision has certified to the board that
prior to forfeiture the subdivision was entitled to the parcel under awritten development agreement,
but the conveyance failed to occur prior to forfeiture. No compensation or consideration is required
for, and no conditions attach to, the conveyance.

(g) Conservation tax-forfeited land may be sold to a governmental subdivision of the state
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for less than its market value for either: (i) creation or preservation of wetlands, (ii) drainage or
storage of storm water under a storm water management plan, or (iii) preservation, or restoration
and preservation, of the land in its natural state. The deed in such case must contain a restrictive
covenant limiting the use of the land to one of these purposes for 30 years or until the property is
reconveyed back to the state in trust. At any time, the governmental subdivision may reconvey the
property to the statein trust for the taxing districts. The deed of reconveyance is subject to approval
by the commissioner of revenue. No part of a purchase price determined under this paragraph shall
be refunded upon a reconveyance, but the amount paid for a conveyance under this paragraph
may be taken into account by the county board when setting the terms of a future sale of the same
property to the same governmental subdivision under paragraph (b) or (d).

EFFECTIVE DATE. This section is effective July 1, 2009.

Sec. 3. Minnesota Statutes 2008, section 282.01, subdivision 1c, is amended to read:

Subd. 1c. Deed of conveyance; form; approvals. The deed of conveyance for property
conveyed for aan authorized public use under the authoritiesin subdivision 1a, paragraph (€), must
be on a form approved by the attorney general and must be conditioned on continued use for the
purpose stated in the application as provided in this section. These deeds are conditional use deeds
that convey a defeasible estate. Reversion of the estate occurs by operation of law and without the
requirement for any affirmative act by, or on behalf of the state when there is a failure to put the
property to the approved authorized public use for which it was conveyed, or an abandonment of
that use; except as provided in subdivision 1d.

EFFECTIVE DATE. This section is effective July 1, 2009.
Sec. 4. Minnesota Statutes 2008, section 282.01, subdivision 1d, is amended to read:

Subd. 1d. Reverter for failure to use; conveyance to state. (a) If after three years from the
date of the conveyance a governmental subdivision to which tax-forfeited land has been conveyed
for a-speetfied an authorized public use as provided in this section fails to put the land to that use,
or abandons that use, the governing body of the subdivision may- must: (1) with the approval of
the county board, purchase the property for an authorized public purpose at the present appraised
market value as determ| ned by the county board—tn—that—ease—theeemmresener—ef—re&enee—shau—

proper officersto convey the land, or the part of the land not required for an authorrzed public use, to
the state of Minnesota-in trust for the taxing districts. If the governing body purchases the property
under clause (1), the commissioner of revenue shall, upon property application submitted by the
county auditor, convey the property on behalf of the state by quit claim deed to the subdivision free
of auserestriction and the possibility of reversion or defeasement. If the governing body decidesto
reconvey the property to the state under clause (2), the officers shall execute a deed of conveyance
immediately. The conveyanceis subj ect to the approval of the commissioner and its form must be
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purposes of this paragraph, there is no failure to put the land to the authorized public use and no

abandonment of that use if aformal plan of the governmental subdivision shows an intended future
use of the land for the authorized public use.

(b) Property held by a governmental subdivision of the state under a conditional use deed
executed by the commissioner of revenue after January 1, 2006, may be acquired by that
governmental subdivision after 15 years from the date of the conveyance if the commissioner
determines upon written application from the subdivision that, the subdivision has in fact put the
property to the authorized public use for which it was conveyed, and the subdivision has made a
finding that it has no current plans to change the use of the lands. Prior to conveying the property,
the commissioner shall inquire whether the county board where the land is located objects to a
conveyance of the property to the subdivision without conditions and without further act by or
obligation of the subdivision. If the county does not object within 60 days, and the commissioner
makes a favorable determination, the commissioner shall issue a quit claim deed on behalf of the
state unconditionally conveying the property to the governmental subdivision. For purposes of this
paragraph, demonstration of an intended future use for the authorized public use in aformal plan
of the governmental subdivision does not constitute use for that authorized public use.

(c) Property held by a governmental subdivision of the state under a conditional use deed
executed by the commissioner of revenue before January 1, 2006, isreleased from the userestriction
and possibility of reversion on January 1, 2021, if the county board records a document describing
the land and citing this paragraph. The county board may authorize the county treasurer to deduct
the amount of the recording fees from future settlements of property taxes to the subdivision.

(d) All property held by a governmental subdivision of the state under a conditiona use deed
executed by the commissioner of revenue is released from the use restriction and possibility of
reversion on the later of: (i) January 1, 2012; (ii) 40 years after the date the deed was executed,;
or (iii) upon final resolution of an appeal to district court under subdivision le if the appea was
commenced prior to January 1, 2012. Upon the occurrence of item (i), (ii), or (iii), the governmental
subdivision may record a certificate referring to the land, the original conveyance, and to the release
under this paragraph.

EFFECTIVE DATE. This section is effective July 1, 2009.

Sec. 5. Minnesota Statutes 2008, section 282.01, is amended by adding a subdivision to read:

Subd. 1g. Conditional use deed fees. (a) A governmental subdivision applying for aconditional
use deed under subdivision 1a, paragraph (), must submit a fee of $250 to the commissioner of
revenue along with the application. If the application is denied, the commissioner shall refund $150
of the application fee.

(b) The proceeds from the fees must be deposited in a Department of Revenue conditional
use deed revolving fund. The sums deposited into the revolving fund are appropriated to the
commissioner of revenue for the purpose of making the refunds described in this subdivision, and
administering conditional use deed laws.

EFFECTIVE DATE. This section is effective for applications received by the commissioner
after June 30, 2009.
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Sec. 6. Minnesota Statutes 2008, section 282.01, subdivision 2, is amended to read:

Subd. 2. Conservatlon lands; county board supervision. (a) Lands clasﬂfled asconservatlon

the supervision of the county board of the county W|th|n which such parcels lie-and must not be
conveyed or sold unless the lands are:

(1) reclassified as nonconservation lands;

(2) conveyed to a governmental subdivision of the state under subdivision 1a;

(3) released from the trust in favor of the taxing districts as provided in paragraph (b); or

(4) conveyed or sold under the authority of another general or special law.

(b) The county board may, by resolution duly adopted, resolve that certain lands classified as
conservation lands shall be devoted to conservation uses and may submit such resolution to the
commissioner of natural resources. If, upon investigation, the commissioner of natural resources
determines that the lands covered by such resolution, or any part thereof, can be managed and
developed for conservation purposes, the commissioner shall make a certificate describing the lands
and reciting the acceptance thereof on behalf of the state for such purposes. The commissioner shall
transmit the certificate to the county auditor, who shall note the same upon the auditor's records and
record the same with the county recorder. Thetitle to all lands so accepted shall be held by the state
free from any trust in favor of any and all taxing districts and such lands shall be devoted thereafter
to the purposes of forestry, water conservation, flood control, parks, game refuges, controlled game
management areas, public shooting grounds, or other public recreational or conservation uses, and
managed, controlled, and regulated for such purposes under the jurisdiction of the commissioner of
natural resources and the divisions of the department.

(c) All proceeds derived from the sale of timber, lease of hay stumpage, or other revenue from
such lands under the jurisdiction of the commissioner of natural resources shall be paid into the
general fund of the state.

+r-ease (d) If the commissioner of natural resources shaH-determine determines that any tract
of land se-held acquired by the state under paragraph (b) and situated within or adjacent to the
boundaries of any governmental subdivision of the state is suitable for use by such subdivision for
any authorized public purpose, the commissioner may convey such tract by deed in the name of
the state to such subdivision upon the filing with the commissioner of a resolution adopted by a
majority vote of all the members of the governing body thereof, stating the purpose for which the
land is desired. The deed of conveyance shall be upon a form approved by the attorney general




38TH DAY] WEDNESDAY, APRIL 22, 2009 2641

and must be conditioned upon continued use for the purpose stated in the resolution. AH-preceeds

(e) The county auditor, with the approval of the county board, may lease conservation lands
remaining under thejurisdietion supervision of the county board and sell timber and hay stumpage
thereon in the manner hereinafter provided, and all proceeds derived therefrom shall be distributed
in the same manner as provided in section 282.04.

EFFECTIVE DATE. This section is effective July 1, 2009.
Sec. 7. Minnesota Statutes 2008, section 282.01, subdivision 3, is amended to read:

Subd. 3. Nonconservation lands; appraisal and sale. (a) All parcels of land classified as
nonconservation, except those which may be reserved, shall be sold as provided, if it is determined,
by the county board of the county in which the parcels lig, that it is advisable to do so, having in
mind their accessibility, their proximity to existing public improvements, and the effect of their
sale and occupancy on the public burdens. Any parcels of land proposed to be sold shall be first
appraised by the county board of the county in which the parcelslie. The parcels may be reappraised
whenever the county board deems it necessary to carry out the intent of sections 282.01 to 282.13.

(b) In an appraisal the value of the land and any standing timber on it shall be separately
determined. No parcel of land containing any standing timber may be sold until the appraised value
of the timber on it and the sale of the land have been approved by the commissioner of natural
resources. The commissioner shall base review of a proposed sale on the policy and considerations
specified in subdivision 1. The decision of the commissioner shall be in writing and shall state the
reasons for it. The commissioner's decision is exempt from the rulemaking provisions of chapter
14 and section 14.386 does not apply. The county may appeal the decision of the commissioner
in accordance with chapter 14.

(c) In any county in which a state forest or any part of it is located, the county auditor shall
submit to the commissioner at least 60 days before the first publication of the list of lands to be
offered for sale alist of all landsincluded on the list which are situated outside of any incorporated
municipality. If, at any time before the opening of the sale, the commissioner notifies the county
auditor in writing that there is standing timber on any parcel of such land, the parcel shall not be
sold unless the requirements of this section respecting the separate appraisal of the timber and the
approval of the appraisal by the commissioner have been complied with. The commissioner may
waive the requirement of the 60-day notice as to any parcel of land which has been examined and
the timber value approved as required by this section.

(d) If any public improvement is made by a municipality after any parcel of land has been
forfeited to the state for the nonpayment of taxes, and theimprovement isassessed inwholeor in part
against the property benefited by it, the clerk of the municipality shall certify to the county auditor,
immediately upon the determination of the assessments for the improvement, the total amount that
would have been assessed against the parcel of land if it had been subject to assessment; or if the
public improvement is made, petitioned for, ordered in or assessed, whether the improvement is
completed in whole or in part, at any time between the appraisal and the sale of the parcel of land,
the cost of theimprovement shall be included as a separate item and added to the appraised val ue of
the parcel of land at thetimeit is sold. No sale of aparcel of land shall discharge or free the parcel
of land from lien for the special benefit conferred upon it by reason of the public improvement until
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the cost of it, including penalties, if any, is paid. The county board shall determine the amount, if
any, by which the value of the parcel was enhanced by the improvement and include the amount

as a separate |tem in fIXI ng the appralsed va ue for the purpose of sale. m-d-assfylﬂg—apprafs-ng—

EFFECTIVE DATE. This section is effective July 1, 2009.

Sec. 8. Minnesota Statutes 2008, section 282.01, subdivision 4, is amended to read:

Subd. 4. Sale: method, requirements, effects. The sale authorized under subdivision 3 must be
conducted by the county auditor at the county seat of the county in which the parcelslie, except that
in St. Louis and Koochiching Counties, the sale may be conducted in any county facility within the
county. The sale must not be for less than the appraised value except as provided in subdivision 7a.
The parcels must be sold for cash only and-at-ret-tessthan-the-appraised-vatue, unless the county
board of the county has adopted a resolution providing for their sale on terms, in which event the
resolution controls with respect to the sale. When the sale is made on terms other than for cash only
(1) apayment of at least ten percent of the purchase price must be made at the time of purchase, and
the balance must be paid in no more than ten equal annual installments, or (2) the payments must be
made in accordance with county board policy, but in no event may the board require more than 12
installments annually, and the contract term must not be for more than ten years. Standing timber
or timber products must not be removed from these lands until an amount equal to the appraised
value of al standing timber or timber products on the lands at the time of purchase has been paid
by the purchaser. If a parcel of land bearing standing timber or timber products is sold at public
auction for more than the appraised value, the amount bid in excess of the appraised value must be
allocated between the land and the timber in proportion to their respective appraised values. In that
case, standing timber or timber products must not be removed from the land until the amount of the
excess bid allocated to timber or timber products has been paid in addition to the appraised value of
the land. The purchaser is entitled to immediate possession, subject to the provisions of any existing
valid lease made in behalf of the state.

For sales occurring on or after July 1, 1982, the unpaid balance of the purchase price is subject
to interest at the rate determined pursuant to section 549.09. The unpaid balance of the purchase
price for sales occurring after December 31, 1990, is subject to interest at the rate determined in
section 279.03, subdivision 1a. Theinterest rateis subject to change each year on the unpaid balance
in the manner provided for rate changes in section 549.09 or 279.03, subdivision 1a, whichever, is
applicable. Interest on the unpaid contract balance on sales occurring before July 1, 1982, is payable
at the rate applicable to the sale at the time that the sale occurred.

EFFECTIVE DATE. This section is effective July 1, 2009.

Sec. 9. Minnesota Statutes 2008, section 282.01, subdivision 7, is amended to read:

Subd. 7. County sales; notice, purchaseprice, disposition. The salemust commenceat thetime
determined by the county board of the county in which the parcels are located. The county auditor
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shall offer the parcelsof land in order in which they appear in the notice of sale, and shall sell themto
the highest bidder, but not for asum lessthan the appraised value, until al of the parcels of land have
been offered. Then the county auditor shall sell any remaining parcelsto anyone offering to pay the
appraised value, except that if the person could have repurchased a parcel of property under section
282.012 or 282.241, that person may not purchase that same parcel of property at the sale under
this subdivision for a purchase price less than the sum of all taxes, assessments, penalties, interest,
and costs due at the time of forfeiture computed under section 282.251, and any special assessments
for improvements certified as of the date of sale. The sale must continue until all the parcels are
sold or until the county board orders areappraisal or withdraws any or al of the parcels from sale.
The list of lands may be added to and the added lands may be sold at any time by publishing the
descriptions and appraised values. The added lands must be: (1) parcels of land that have become
forfeited and classified as nonconservation since the commencement of any prior sale; (2) parcels
classified as nonconservation that have been reappraised; (3) parcels that have been reclassified as
nonconservation; or (4) other parcelsthat are subject to sale but were omitted from the existing list
for any reason. The descriptions and appraised values must be published in the same manner as
provided for the publication of the original list. Parcels added to the list must first be offered for
saleto the highest bidder before they are sold at appraised value. All parcels of land not offered for
immediate sale, aswell as parcels that are offered and not immediately sold, continue to be held in
trust by the state for the taxing districtsinterested in each of the parcels, under the supervision of the
county board. Those parcels may be used for public purposes until sold, as directed by the county
board.

EFFECTIVE DATE. This section is effective July 1, 2009.
Sec. 10. Minnesota Statutes 2008, section 282.01, subdivision 7a, is amended to read:

Subd. 7a. City sales; alternate procedures. Land located in a home rule charter or statutory
city, or in a town which cannot be improved because of noncompliance with local ordinances
regarding minimum area, shape, frontage or access may be sold by the county auditor pursuant to
this subdivision if the auditor determines that a nonpublic sale will encourage the approval of sale
of the land by the city or town and promote its return to the tax rolls. If the physical characteristics
of the land indicate that its highest and best use will be achieved by combining it with an adjoining
parcel and the city or town has not adopted a local ordinance governing minimum area, shape,
frontage, or access, the land may also be sold pursuant to this subdivision. If the property consists
of an undivided interest in land or land and improvements, the property may also be sold to the
other owners under this subdivision. The sale of land pursuant to this subdivision shall be subject
to any conditions imposed by the county board pursuant to section 282.03. The governing body of
the city or town may recommend to the county board conditions to be imposed on the sale. The
county auditor may restrict the sale to owners of lands adjoining the land to be sold. The county
auditor shall conduct the sale by sealed bid or may select another means of sale. The land shall be
sold to the highest bidder but-re-event-shal-thetand and may be sold for less than its appraised
value. All owners of land adjoining the land to be sold shall be given a written notice at least 30
days prior to the sale.

Thissubdivision shall beliberally construed to encourage the sale and utilization of tax-forfeited
land, to eliminate nuisances and dangerous conditions and to increase compliance with land use
ordinances.

EFFECTIVE DATE. This section is effective July 1, 2009.
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Sec. 11. Minnesota Statutes 2008, section 287.2205, is amended to read:
287.2205 TAX-FORFEITED LAND.

Before a state deed for tax-forfeited land may be issued, the deed tax must be paid by the
purchaser of tax-forfeited land whether the purchase is the result of a public auction or private
sale or arepurchase of tax-forfeited land. State agencies and local units of government that acquire
tax-forfeited land by purchase or any other means are subject to thissection. Thedeed tax is$1.65 for
aconveyance of tax-forfeited landsto agovernmental subdivision for an authorized public use under
section 282.01, subdivision 1a i s

EFFECTIVE DATE. This section is effective July 1, 2009.
Sec. 12. REPEALER.
Minnesota Statutes 2008, section 282.01, subdivisions 1b, 9, 10, and 11, are repealed.
EFFECTIVE DATE. This section is effective July 1, 2009.
ARTICLE 14
DEPARTMENT MISCELLANEOUS
Section 1. Minnesota Statutes 2008, section 270B.14, subdivision 16, is amended to read:

Subd. 16. Disclosureto law enfor cement authorities. Under circumstancesinvolving threat of
death or physical injury to any individual, or harassment of a Department of Revenue employee,
the commissioner may disclose return information to the extent necessary to apprise appropriate
federal, state, or local law enforcement authorities of such circumstances. For purposes of this
subdivision, "harassment" is purposeful conduct directed at an individual and causing an individual
to feel frightened, threatened, oppressed, persecuted, or intimidated. For purposes of harassment,
the return information that initially can be disclosed is limited to the name, address, and phone
number of the harassing individual, the name of the employee being harassed, and the nature and
circumstances of the harassment. Data disclosed under this subdivision are classified under section
13.82 once they are received by the law enforcement authority.

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

Sec. 2. Minnesota Statutes 2008, section 270C.12, is amended by adding a subdivision to read:

Subd. 5. Duration. Notwithstanding the provisions of any statutes to the contrary, including
section 15.059, the coordinating committee as established by this section to oversee and coordinate
preparation of the microdata samples of income tax returns and other information shall not expire.

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

Sec. 3. Minnesota Statutes 2008, section 270C.446, subdivision 2, is amended to read:

Subd. 2. Required and excluded tax preparers. (a) Subject to the limitations of paragraph
(b), the commissioner must publish lists of tax preparers as defined in section 289A.60, subdivision
13, paragraph (f), who have been convicted under section 289A.63 for returns or claims prepared
as atax preparer or assessed penalties in excess of $1,000 under section 289A.60, subdivision 13,

paragraph (a).
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(b) For the purposes of this section, tax preparers are not subject to publication if:

(1) an administrative or court action contesting the penalty has been filed or served and is
unresolved at the time when notice would be given under subdivision 3;

(2) an appeal period to contest the penalty has not expired; or

(3) the commissioner has been notified that the tax preparer is deceased.
EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 4. Minnesota Statutes 2008, section 270C.446, subdivision 5, is amended to read:

Subd. 5. Removal from list. The commissioner shall remove the name of a tax preparer from
the list of tax preparers published under this section:

(1) when the commissioner determines that the name was included on the list in error;

(2) within 90 days after the preparer has demonstrated to the commissioner that the preparer fully
paid all fines imposed, served any suspension, satisfied any sentence imposed, and demenstrated
te-the satisfaction-of-the-commissienerthat-the-preparer-has successfully completed any remedial
actions required by the commissioner, the State Board of Accountancy, or the Lawyers Board of
Professional Responsibility; or

(3) when the commissioner has been notified that the tax preparer is deceased.
EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 5. Minnesota Statutes 2008, section 270C.56, subdivision 1, is amended to read:

Subdivision 1. Liability imposed. A person who, either singly or jointly with others, has the
control of, supervision of, or responsibility for filing returns or reports, paying taxes, or collecting
or withholding and remitting taxes and who fails to do so, or a person who isliable under any other

law, is liable for the payment of taxes—penaties—andg-taterest arising under chapters 295, 296A,
297A, 297F, and 297G, or sections 256.9658, 290.92, and 297E.02, and—ferthetaxestisted-r-this

subdivisien;-the applicable penalties fer-renpayrment-undersection289A-60 and interest on those
taxes.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 6. Minnesota Statutes 2008, section 289A .41, is amended to read:
289A.41 BANKRUPTCY; SUSPENSION OF TIME.

The running of the period during which a tax must be assessed or collection proceedings
commenced is suspended during the period from the date of a filing of a petition in bankruptcy
until 30 days after either notice to the commissioner of revenue that the bankruptcy proceedings
have been closed or dismissed, or notice that the automatic stay has been terminated or has expired,
whichever occurs first.

The suspension of the statute of limitations under this section applies to the person the petition
in bankruptcy is filed against and other persons who may also be wholly or partially liable for the
tax.
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EFFECTIVE DATE. This section is effective the day following final enactment.
ARTICLE 15
MISCELLANEOUS
Section 1. Minnesota Statutes 2008, section 16A.152, subdivision 1b, is amended to read:

Subd. 1b. Budget reserve increase. On Juhy3-2003 January 1, 2011, the commissioner of

finance shall transfer $39@999999 $...,...,. to the budget reserve account in the general fund. ©r

+H+hegeneral—f-unel—The amounts nec&sary for thl s purpose are approprl iated from the general fund
Sec. 2. Minnesota Statutes 2008, section 270C.445, is amended to read:
270C.445 TAX PREPARATION SERVICES.

Subdivision 1. Scope. This section applies to a person who provides tax preparation services,
except:

(1) aperson who provides tax preparation services for fewer than ten clientsin a calendar year;

(2) a person who provides tax preparation services only to immediate family members. For the
purposes of this section, "immediate family members' means a spouse, parent, grandparent, child,
or sibling;

(3) an employee who prepares atax return for an employer's business;

(4) any fiduciary, or the regular employees of afiduciary, while acting on behalf of the fiduciary
estate, testator, trustor, grantor, or beneficiaries of them; and

(5) nonprofit organizations providing tax preparation services under the Interna Revenue
Service Volunteer Income Tax Assistance Program or Tax Counseling for the Elderly Program.

Subd. 2. Definitions. (a) For purposes of this section, the following terms have the meanings
given.

(b) "Client" means an individual for whom a tax preparer performs or agrees to perform tax
preparation services.

() "Person" means an individual, corporation, partnership, limited liability company,
association, trustee, or other legal entity.

(d) "Refund anticipation loan" means aloan or any other extension of credit, whether provided
by the tax preparer or another entity such as a financial institution, in anticipation of, and whose
payment is secured by, a client's federal or state income tax refund or both.

(e) "Tax preparation services' means services provided for afee or other considerationto aclient
to:

(1) assist with preparing or filing state or federal individual income tax returns;

(2) assume final responsibility for completed work on an individual income tax return on which
preliminary work has been done by another; or
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(3) efterorfacilitate the provision of refund anticipation loans and refund anticipation checks.

(f) "Tax preparer" or "preparer” means a person providing tax preparation services subject to
this section.

(g) "Advertise" means to solicit business through any means or medium.

(h) "Facilitate" means to individually or in conjunction or cooperation with another person:

(1) accept an application for a refund anticipation loan;

(2) pay to a client the proceeds, through direct deposit, a negotiable instrument, or any other
means, of a refund anticipation loan; or

(3) offer, arrange, process, provide, or in any other manner act to allow the making of, arefund
anticipation loan.

(i) "Refund anticipation check” means a negotiable instrument provided to a client by the tax
preparer or another person, which isissued from the proceeds of ataxpayer'sfederal or stateincome
tax refund or both and represents the net of the refund minus the tax preparation fee and any other
fees. A refund anticipation check includes a refund transfer.

Subd. 3. Standards of conduct. No tax preparer shall:

(1) without good cause fail to promptly, diligently, and without unreasonable delay complete a
client's tax return;

(2) obtain the signature of a client to a tax return or authorizing document that contains blank
spaces to be filled in after it has been signed;

(3) fail to sign aclient's tax return when payment for services rendered has been made;

(4) fail or refuse to give aclient a copy of any document requiring the client's signature within
a reasonable time after the client signs the document;

(5) fail to retain for at least four years a copy of individual income tax returns,

(6) fail to maintain a confidentia relationship betweenthemselves-and-thelr with clients or
former clients;

(7) fail to take commercialy reasonable measures to safeguard a client's nonpublic personal
information;

(8) make, authorize, publish, disseminate, circulate, or cause to make, either directly or
indirectly, any false, deceptive, or misleading statement or representation relating to or in
connection with the offering or provision of tax preparation services;

(9) require aclient to enter into aloan arrangement in order to complete atax return;

(10) claim credits or deductions on a client's tax return for which the tax preparer knows or
reasonably should know thetexpayer client does not qualify;

(12) charge, offer to accept, or accept afee based upon a percentage of an anticipated refund for
tax preparation services;
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(12) under any circumstances, withhold or fail to return to a client a document provided by the
client for use in preparing the client's tax returns

(13) establish an account in the preparer's name to receive a client's refund through a direct
deposit or any other instrument unlessthe client's nameis also on the account, except that ataxpayer
may assign the portion of a refund representing the Minnesota education credit available under
section 290.0674 to a bank account without the client's name, as provided under section 290.0679;

(14) fail to act in the best interests of the client;

(15) fail to safeguard and account for any money handled for the client;

(16) fail to disclose all material facts of which the preparer has knowledge which might
reasonably affect the client's rights and interests;

(17) violate any provision of section 332.37,

(18) include any of the following in any document provided or signed in connection with the
provision of tax preparation services:

(i) ahold harmless clause;

(ii) a confession of judgment or a power of attorney to confess judgment against the client or
appear as the client in any judicia proceeding;

(iii) awaiver of theright toajury trial, if applicable, in any action brought by or against adebtor;

(iv) an assignment of or an order for payment of wages or other compensation for services,

(v) aprovision in which the client agrees not to assert any claim or defense otherwise available;

(vi) a waiver of any provision of this section or a release of any obligation required to be
performed on the part of the tax preparer; or

(vii) awaiver of the right to injunctive, declaratory, or other equitable relief or relief on aclass
basis; or

(19) if making, providing, or facilitating arefund anticipation loan, fail to provide all disclosures
required by the federal Truth in Lending Act, United States Code, title 15, in a form that may be
retained by the client.

Subd. 3a. Written agreements required; refund anticipation loans and checks. (a) All
agreements to make, provide, or facilitate a refund anticipation loan or refund anticipation check
must be in writing. No agreement may include a provision that directly or indirectly arranges for
payment of or deduction from any portion of the refund anticipation loan or refund anticipation
check for check cashing, credit insurance, attorney fees, or the collection of any debt owed to any
party for any other good or service other than a debt owed to the facilitator for the repayment of a
refund anticipation loan and tax preparation fees.

(b) If awritten agreement contains amandatory arbitration clause, the tax preparer must provide
a separate written notice to the client that:

(1) arbitration is the exclusive means of dispute resolution for any dispute about the written
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agreement;

(2) the client has the right to affirmatively opt out of the arbitration clause within 30 days of
entering into the agreement; and

(3) theclient isnot bound to arbitration if the claim or disputeinvolves aviolation of this section
or the client invokes the remedies provided in subdivision 7.

Thetax preparer must advise the client, both orally and in writing, of the process by which the client
may exercise the right to opt out of the mandatory arbitration clause.

Subd. 4. Required disclosures; refund anticipation loans and checks. (a) H Before or at the

same time a tax preparer offers to make or faC|I|tate a refund anticipation loan to the cllent the
preparer must make the dlsclosures in -t

or at the sametime atax preparer offers or faC| I |tate£ arefund ant|C| pation check or refund transfer,
the tax preparer must make the disclosures in subdivision 4b.

(b) The disclosures must be provided to the client in awritten notice on asingle sheet of paper,
separate from any other document or writing.

(c) The notice must be signed and dated by the tax preparer and the client.

(d) All required disclosures, notices, and statements must be provided in the client's primary
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language, if the tax preparer advertises in that |anguage.

Subd. 4a. Refund anticipation loan disclosures. The disclosure required under subdivision 4
for a refund anticipation loan must contain:

(1) alegend, centered at the top on the single sheet of paper, in bold, capital letters, and in
28-point type stating "NOTICE";

(2) the following verbatim statements:

(i) "Thisis aloan. Thisis not your refund. The annual percentage rate (APR), based on the
estimated payment period, is (fill in the estimated APR).";

(i) "Your refund will be used to repay the loan. As aresult, the amount of your refund will be
reduced by (fill in appropriate dollar amount) for fees, interest, and other charges.”;

(iii) "You have the right to cancel this transaction by returning the loan check or the amount of
the loan in cash within one business day after you get the loan."; and

(iv) "You can get your refund in about two weeks if you file your return electronically and have
the Internal Revenue Service send your refund to your own bank account."; and

(3) if the client is subject to additional interest when arefund is delayed, the following verbatim
statement must also beincluded in the notice: "If you choose to take this|oan and your refund check
is delayed, you may have to pay.”

Subd. 4b. Refund anticipation check disclosures. (a) The disclosurerequired under subdivision
4 for arefund anticipation check must contain:

(1) alegend, centered at the top on the single sheet of paper, in bold, capital letters, and in
28-point type stating "NOTICE"; and

(2) the following verbatim statements:

(i) "You do not have to purchase a refund anticipation check (RAC) to get your tax refund.”;

(ii) "Generally, the IRS can direct deposit your income tax refund to your personal bank account
within eight to 15 days after the IRS accepts your tax return for processing.”;

(iii) "If you choose to purchase a RAC, your tax return funds will generally be made available
to you within eight to 15 days.";

(iv) "A RAC isnot aloan.”;
(V) "The cost of the RAC is (fill in dollar amount).";

(vi) "You can either pay for your RAC now or you can have it withheld from your refund.”; and

(vii) "The cost of your tax return is not any more or any lessif you purchase aRAC."

(b) A tax preparer offering a refund anticipation check that uses a different product name,
including but not limited to refund transfer, must substitute the product name for "RAC" in al the
statements required under this subdivision.
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Subd. 5. Itemized bill required. A tax preparer must provide an itemized statement of the
charges for services, at least separately stating the charges for:

(2) return preparation; ane
(2) providing or facilitating a refund anticipation |oan; and

(3) each fee associated with the provision of a refund anticipation check.

Subd. 5a. Nongame wildlife checkoff. A tax preparer must give written notice of the option
to contribute to the nongame wildlife management account in section 290.431 to corporate clients
that file an income tax return and to individua clients who file an income tax return or property
tax refund claim form. This notification must be included with information sent to the client at the
same time as the preliminary worksheets or other documents used in preparing the client's return
and must include aline for displaying contributions.

Subd. 5b. Right to rescind refund anticipation loan. (&) A client may rescind a refund
anticipation loan on or before the close of business on the next day of business following execution
of the loan agreement or receipt of the proceeds of the loan by:

(1) providing written notification to the tax preparer of the rescission; and

(2) returning the original check issued for the loan; or

(3) tendering the amount of the loan in cash to the tax preparer.

(b) Thetax preparer may charge afeefor rescinding arefund anticipation loan only if an account
has been established at a financial intitution to electronically receive the refund and the financial
ingtitution has charged afee to establish the account. The allowabl e fee the tax preparer may charge
the client rescinding the refund anticipation loan may not exceed the fee charged to the tax preparer
by the financial institution to establish the account.

Subd. 6. Enforcement; penalties. The commissioner may impose an administrative penalty of
not more than $1,000 per violation of subdivision 3, 3a, 4, 65, or 5b, provided that a penalty may
not be imposed for any conduct that is also subject to the tax return preparer penalties in section
289A..60, subdivision 13. The commissioner may terminate a tax preparer's authority to transmit
returns electronically to the state, if the commissioner determines the tax preparer engaged in a
pattern and practice of violating this section. Imposition of apenalty under thissubdivision is subject
to the contested case procedure under chapter 14. The commissioner shall collect the penalty in the
same manner as the income tax. Penalties imposed under this subdivision are public data.

Subd. 6a. Exchange of data; State Board of Accountancy. The State Board of Accountancy
shall refer to the commissioner complaintsit receives about tax preparers who are not subject to the
jurisdiction of the State Board of Accountancy and who are alleged to have violated the provisions
of subdivisions 3 to 5 and 5b.

Subd. 6b. Exchange of data; Lawyers Board of Professional Responsibility. The Lawyers
Board of Professional Responsibility may refer to the commissioner complaintsit receives about tax
preparers who are not subject to itsjurisdiction and who are alleged to have violated the provisions
of subdivisions 3 to 5 and 5b.

Subd. 6¢. Exchange of data; commissioner. The commissioner shall refer complaints about tax
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preparers who are alleged to have violated the provisions of subdivisions 3 to 5 and 5b to:

(1) the State Board of Accountancy, if the tax preparer is under its jurisdiction; and
(2) the Lawyers Board of Professional Responsibility, if thetax preparer isunder itsjurisdiction.

Subd. 6d. Data private. Information exchanged on individuals under subdivisions 6ato 6¢c are
private data under section 13.02, subdivision 12, until such time as apenalty isimposed as provided
in section 326A.08 or by the Lawyers Board of Professional Responsibility.

Subd. 7. Enforcement; civil actions. (a) Any violation of this section is an unfair, deceptive,
and unlawful trade practice within the meaning of section 8.31. An action taken under section 8.31
isin the public interest.

(b) A client may bring a civil action seeking redress for a violation of this section in the
conciliation or the district court of the county in which unlawful action is aleged to have been
committed or where the respondent resides or has a principal place of business.

(c) A distriet-court finding for the plaintiff must award:
(1) actual damages—+rechuding;
(2) incidental and consequential damages;

(3) statutory damages of twice the sum of: (i) the tax preparation fees; and (ii) if the plaintiff
violated subdivision 3a, 4, or 5b, all interest and fees for arefund anticipation loan;

(4) reasonable attorney fees;
(5) court costs; and
(6) any other equitable relief as the court considers appropriate.

Subd. 8. Limited exemptions—erfereement-provisions. The provisions of this section, except
for subdivisien subdivisions 3a, 4, and 5b, do not apply to:

(1) an attorney admitted to practice under section 481.01;

(2) acertified public accountant or other person who is subject to the jurisdiction of the State
Board of Accountancy;

(3) an enrolled agent who has passed the special enrollment examination administered by the
Internal Revenue Service; or
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(4) anyone who provides, or assists in providing, tax preparation services within the scope of
duties as an employee or supervisor of aperson who is exempt under this subdivision.

Sec. 3. Minnesota Statutes 2008, section 270C.56, subdivision 3, is amended to read:

Subd. 3. Procedure for assessment; claims for refunds. (a) The commissioner may assess
liability for the taxes described in subdivision 1 against a person liable under this section. The
assessment may be based upon information available to the commissioner. It must be made within
the prescribed period of limitationsfor ng the underlying tax, or within one year after the date
of an order assessing underlying tax, whichever period expires later. An order assessing personal
liability under this section is reviewable under section 270C.35 and is appeal able to Tax Court.

(b) If thetimefor appealing the order has expired and a payment ismade by or collected from the
person assessed on the order in excess of the amount lawfully due from that person of any portion
of the liability shown on the order, a claim for refund may be made by that person within 120 days
after any payment of the liability if the payment iswithin three and one-half years after the date the
order was issued. Claims for refund under this paragraph are limited to the amount paid during the
120-day period. Any amounts collected under paragraph (c) after aclaim for refund isfiled in order
to satisfy the unpaid balance of the assessment that is the subject of the claim will be returned if the
claimis allowed. Thereisno claim for refund available under this paragraph if the assessment has
previously been the subject of an administrative or Tax Court appeal, or adenied claim for refund.
The taxpayer may contest denial of the refund as provided in the procedures governing claims for
refunds under section 289A.50, subdivision 7.

(c) If a person has been assessed under this section for an amount for a given period and the
time for appeal has expired, regardless of whether an action contesting denial of a claim for refund
has been filed under paragraph (b), or there has been afinal determination that the personisliable,
collection action is not stayed pursuant to section 270C.33, subdivision 5, for that assessment or for
subsequent assessments of additional amountsfor the same person for the same period and tax type.

EFFECTIVE DATE. Thissection iseffectivefor ordersissued after the date of final enactment.
Sec. 4. Minnesota Statutes 2008, section 287.08, is amended to read:
287.08 TAX, HOW PAYABLE; RECEIPTS.

(a) Thetax imposed by sections 287.01 to 287.12 must be paid to the treasurer of any county in
thisstatein which thereal property or some part islocated at or before thetime of filing the mortgage
for record. Thetreasurer shall endorsereceipt on the mortgage and thereceipt isconclusive proof that
the tax has been paid in the amount stated and authorizes any county recorder or registrar of titlesto
record the mortgage. Itsform, in substance, shall be "registration tax hereon of ..................... dollars
paid." If the mortgage is exempt from taxation the endorsement shall, in substance, be "exempt from
registration tax." In either case the receipt must be signed by the treasurer. In case the treasurer is
unable to determine whether a claim of exemption should be alowed, the tax must be paid as in
the case of ataxable mortgage. For documents submitted electronically, the endorsements and tax
amount shall be affixed electronically and no signature by the treasurer will be required. The actual
payment method must be arranged in advance between the submitter and the receiving county.

(b) The county treasurer may refund in whole or in part any mortgage registry tax overpayment
if awritten application by the taxpayer is submitted to the county treasurer within 3-1/2 years from



2654 JOURNAL OF THE SENATE [38TH DAY

the date of the overpayment. If the county has not issued a denia of the application, the taxpayer
may bring an action in Tax Court in the county in which the tax was paid at any time after the
expiration of six months from the time that the application was submitted. A denial of refund may
be appealed within 60 days from the date of the denia by bringing an action in Tax Court in the
county in which the tax was paid. The action is commenced by the serving of a petition for relief
on the county treasurer, and by filing a copy with the court. The county attorney shall defend the
action. The county treasurer shall notify the treasurer of each county that has or would receive a
portion of the tax as paid.

(c) If the county treasurer determines a refund should be paid, or if arefund is ordered by the
court, the county treasurer of each county that actually received aportion of thetax shall immediately
pay aproportionate share of three percent of the refund using any availabl e county funds. The county
treasurer of each county that received, or would have received, a portion of the tax shall also pay
their county's proportionate share of the remaining 97 percent of the court-ordered refund on or
before the 20th day of the following month using solely the mortgage registry tax funds that would
be paid to the commissioner of revenue on that date under section 287.12. If the funds on hand
under this procedure are insufficient to fully fund 97 percent of the court-ordered refund, the county
treasurer of the county in which the action was brought shall file a claim with the commissioner of
revenue under section 16A.48 for the remaining portion of 97 percent of the refund, and shall pay
over the remaining portion upon receipt of a warrant from the state issued pursuant to the claim.

(d) When any mortgage coversreal property located in more than one county inthis state thetotal
tax must be paid to the treasurer of the county where the mortgage is first presented for recording,
and the payment must be receipted as provided in paragraph (a). If the principal debt or obligation
secured by such a multiple county mortgage exceeds $3,606,000 $10,000,000, the nonstate portion
of the tax must be divided and paid over by the county treasurer receiving it, on or before the 20th
day of each month after receipt, to the county or counties entitled in the ratio that the market value
of the real property covered by the mortgage in each county bears to the market value of all the
real property in this state described in the mortgage. In making the division and payment the county
treasurer shall send a statement giving the description of the real property described in the mortgage
and the market value of the part located in each county. For this purpose, the treasurer of any county
may require the treasurer of any other county to certify to the former the market valuation of any
tract of real property in any mortgage.

(e) The mortgagor must pay the tax imposed by sections 287.01 to 287.12. The mortgagee may
undertake to collect and remit the tax on behalf of the mortgagor. If the mortgagee collects money
from the mortgagor to remit the tax on behalf of the mortgagor, the mortgagee has afiduciary duty
to remit the tax on behalf of the mortgagor asto the amount of the tax collected for that purpose and
the mortgagor is relieved of any further obligation to pay the tax as to the amount collected by the
mortgagee for this purpose.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 5. Minnesota Statutes 2008, section 291.005, subdivision 1, is amended to read:

Subdivision 1. Scope. Unless the context otherwise clearly requires, the following terms used
in this chapter shall have the following meanings:

(1) "Federa gross estate" means the gross estate of a decedent as valued and otherwise
determined for federal estate tax purposes by federal taxing authorities pursuant to the provisions
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of the Internal Revenue Code.

(2) "Minnesota gross estate” means the federal gross estate of a decedent after (a) excluding
therefrom any property included therein which has its situs outside Minnesota, and (b) including
therein any property omitted from the federal gross estate which is includable therein, hasits situs
in Minnesota, and was not disclosed to federal taxing authorities.

(3) "Personal representative” means the executor, administrator or other person appointed
by the court to administer and dispose of the property of the decedent. If there is no executor,
administrator or other person appointed, qualified, and acting within this state, then any person in
actual or constructive possession of any property having a situs in this state which isincluded in
the federal gross estate of the decedent shall be deemed to be a personal representative to the extent
of the property and the Minnesota estate tax due with respect to the property.

(4) "Resident decedent” means an individual whose domicile at the time of death was in
Minnesota.

(5) "Nonresident decedent" means an individual whose domicile at the time of death wasnot in
Minnesota.

(6) "Situs of property" means, with respect to real property, the state or country in which it is
located; with respect to tangible personal property, the state or country in which it was normally
kept or located at the time of the decedent's death; and with respect to intangible personal property,
the state or country in which the decedent was domiciled at death. For a nonresident decedent with
an ownership interest in a pass-through entity with assets that include real or tangible persona
property, situs of the real or tangible personal property is determined as if the pass-through entity
does not exist and the real or tangible personal property is personally owned by the decedent. If the
pass-through entity is owned by a person or persons in addition to the decedent, ownership of the
property is attributed to the decedent in proportion to the decedent's capital ownership share of the
pass-through entity.

(7) "Commissioner" means the commissioner of revenue or any person to whom the
commissioner has delegated functions under this chapter.

(8) "Internal Revenue Code" means the United States Internal Revenue Code of 1986, as
amended through February 13, 2008.

(9) "Minnesota adjusted taxable estate” means federal adjusted taxable estate as defined by
section 2011(b)(3) of the Internal Revenue Code, increased by the amount of deduction for state
death taxes allowed under section 2058 of the Internal Revenue Code.

(10) "Pass-through entity" includes the following:

(i) an entity electing S corporation status under section 1362 of the Internal Revenue Code;

(i) an entity taxed as a partnership under subchapter K of the Internal Revenue Code;

(iii) a single member limited liability company or similar entity, regardliess of whether it is
taxed as an association or is disregarded for federal income tax purposes under Code of Federa
Regulations, title 26, section 301.7701-3; or

(iv) atrust.
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EFFECTIVE DATE. This section is effective for estates of decedents dying after December
31, 2008.

Sec. 6. Minnesota Statutes 2008, section 295.52, subdivision 1, is amended to read:

Subdivision 1. Hospital tax. A tax is imposed on each hospital equal totwe ... percent of its
gross revenues.

EFFECTIVE DATE. This section is effective for gross revenues received after December 31,
2008, except the rate imposed for revenues received during calendar year 2009 is ....

Sec. 7. Minnesota Statutes 2008, section 295.52, subdivision 13, is amended to read:

Subd. 1a. Surgical center tax. A tax isimposed on each surgical center equal to4we ... percent
of its gross revenues.

EFFECTIVE DATE. This section is effective for gross revenues received after December 31,
2008, except the rate imposed for revenues received during calendar year 2009 is ....

Sec. 8. Minnesota Statutes 2008, section 297E.06, subdivision 4, is amended to read:

Subd. 4. Annual audit, certified inventory, and cash count. (a) An organization licensed under
chapter 349 with gross receipts from lawful gambling of more than $366,8686 $500,000 in any year
must have an annual financial audit of its lawful gambling activities and funds for that year. An

r-awtul-gambHng-ei-mere-than

(b) The commissioner may require afinancia audit of the lawful gambling activities and funds

of an organization licensed under chapter 349, with grossreceiptslessthan $500,000 annually, when
an organization has:

(1) failed to timely file required gambling tax returns,

(2) failed to timely pay the gambling tax or regulatory fee;

(3) filed fraudulent gambling tax returns,

(4) failed to take corrective actions required by the commissioner; or

(5) failed to otherwise comply with chapter 297E.

(c) Audits and-firaneial+eviews under this subdivision must be performed by an independent
accountant licensed by the state of Minnesota.

(d) An organization licensed under chapter 349 must perform an annual certified inventory and
cash count at the end of its fiscal year and submit the report to the commissioner within 30 days
after the end of itsfiscal year. The report shall be on aform prescribed by the commissioner.

(e) The commissioner of revenue shall prescribe standards for the audits anre-faneial-review,
certified inventory, and cash count reports required under this subdivision. The standards may vary
based on the gross receipts of the organization. The standards must incorporate and be consistent
with standards prescribed by the American Institute of Certified Public Accountants. A complete,
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true, and correct copy of the apdit-audits, certified inventory, and cash count report must be filed as
prescribed by the commissioner.

Sec. 9. Minnesota Statutes 2008, section 297H.06, subdivision 1, is amended to read:

Subdivision 1. Certain surchargesor fees. Theamount of asurcharge, fee, or charge established
pursuant to section 115A.919, 115A.921, 115A.923, 400.08, 473.811, 6+473.843, or aservice charge
by ahomerule charter city that owns and operates a solid waste-to-energy resource recovery facility,
is exempt from the solid waste management tax. The exemption does not apply to the tax imposed
on market price under section 297H.02, subdivision 1, paragraphs (b) and (c), or section 297H.03,
subdivision 1, paragraphs (b) and (c).

EFFECTIVE DATE. This section is effective for taxes imposed after March 31, 2007.

Sec. 10. Minnesota Statutes 2008, section 309.53, subdivision 3, is amended to read:

Subd. 3. Financial statement requirements. The financia statement shall include a balance
sheet, statement of income and expense, and statement of functional expenses, shall be consistent
with forms furnished by the attorney general, and shall be prepared in accordance with generally
accepted accounting principles so asto make afull disclosure of the following, including necessary
alocations between each item and the basis of such alocations:

(a) total receipts and total income from all sources,

(b) cost of management and general;

(c) program services;

(d) cost of fund-raising;

(e) cost of public education;

(f) funds or properties transferred out of state, with explanation as to recipient and purpose;

(g) total net amount disbursed or dedicated within this state, broken down into total amounts
disbursed or dedicated for each major purpose, charitable or otherwise;

(h) names of professional fund-raisers used during the accounting year and the financial
compensation and profit resulting to each professional fund-raiser; and

(i) alist of the five highest paid directors, officers, and employees of the organization and its
related organizations, as that term is defined by section 317A.011, subdivision 18, that receive
total compensation of more than $50,000, together with the total compensation paid to each. Total
compensation shall include salaries, fees, bonuses, fringe benefits, severance payments, and deferred
compensation paid by the charitabl e organization and all rel ated organi zations as that term is defined
by section 317A.011, subdivision 18.

Unless otherwise required by this subdivision, the financial statement need not be certified.

A financia statement of a charitable organization which has received total revenue in excess of
$356,000 $750,000 for the 12 months of operation covered by the statement shall be accompanied by
an audited financia statement prepared in accordance with generally accepted accounting principles
that has been examined by an independent certified public accountant for the purpose of expressing
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an opinion. In preparing the audit the certified public accountant shall takeinto consideration capital,
endowment or other reserve funds, if any, controlled by the charitable organization. For purposes of
calculating the $350;800 $750,000 total revenue threshold provided by this subdivision, the value
of donated food to a nonprofit food shelf may not be included if the food is donated for subsequent
distribution at no charge, and not for resale.

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

Sec. 11. Minnesota Statutes 2008, section 349.1641, is amended to read:
349.1641 LICENSES; SUMMARY SUSPENSION.

The board may (1) summarily suspend the license of an organization that is more than three
menths 45 days late in filing atax return or in paying atax required under chapter 297E and may
keep the suspension in effect until al required returns are filed and required taxes are paid; (2)
summarily suspend for not more than 90 days any license issued by the board or director for what
the board determines are actions detrimental to the integrity of lawful gambling in Minnesota; and
(3) summarily suspend the license of a gambling manager who has failed to receive the training
required under section 349.167, subdivision 4, clause (2), and may keep the suspension in effect
until the gambling manager passes an examination prepared and administered by the board. The
examination does not qualify as continuing education credit for the next calendar year. The board
must notify thelicensee at |east 14 days before suspending the license under this section. If alicense
issummarily suspended under this section, acontested case hearing on the merits must be held within
20 days of the issuance of the order of suspension, unless the parties agree to alater hearing date.
The administrative law judge's report must be issued within 20 days after the close of the hearing
record. In all cases involving summary suspension, the board must issue its final decision within
30 days after receipt of the report of the administrative law judge and subsequent exceptions and
argument under section 14.61. When an organization's license is suspended under this section, the
board shall within three days notify all municipalitiesin which the organization's gambling premises
are located and all licensed distributors in the state.

Sec. 12. Minnesota Statutes 2008, section 349.19, subdivision 9, is amended to read:

Subd. 9. Annual financial audit; filing requirement. An organization licensed under this
chapter must have an annual financial audit erfiranreral+eview when required by section 297E.06,
subdivision 4.

Sec. 13. Minnesota Statutes 2008, section 423A.02, subdivision 1b, is amended to read:

Subd. 1b. Additional amortization state aid. (a) Annualy, on October 1, the commissioner
of revenue shall allocate the additional amortization state aid transferred under section 69.021,
subdivision 11, to:

(2) all police or salaried firefighters relief associations governed by and in full compliance with
the requirements of section 69.77, that had an unfunded actuarial accrued liability in the actuarial
valuation prepared under sections 356.215 and 356.216 as of the preceding December 31;

(2) all local police or salaried firefighter consolidation accounts governed by chapter 353A that
are certified by the executive director of the public employees retirement association as having
for the current fiscal year an additional municipal contribution amount under section 353A.09,
subdivision 5, paragraph (b), and that have implemented section 353A.083, subdivision 1, if the
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effective date of the consolidation preceded May 24, 1993, and that have implemented section
353A.083, subdivision 2, if the effective date of the consolidation preceded June 1, 1995; and

(3) the municipalities that are required to make an additional municipal contribution under
section 353.665, subdivision 8, for the duration of the required additional contribution.

(b) Thecommissioner shall allocatethe state aid onthe basis of the proportional share of therelief
association or consolidation account of the total unfunded actuarial accrued liability of all recipient
relief associations and consolidation accounts as of December 31, 1993, for relief associations, and
as of June 30, 1994, for consolidation accounts.

(c) Beginning Octaber 1, 2000, and annually thereafter, the commissioner shall allocate the state
aid, including any state aid in excess of the limitation in subdivision 4, on the following basis:

(1) 64.5 percent to the municipalities to which section 353.665, subdivision 8, paragraph (b), or
353A.09, subdivision 5, paragraph (b), apply for distribution in accordance with paragraph (b) and
subject to the limitation in subdivision 4;

(2) 34.2 percent to the city of Minneapolis to fund any unfunded actuarial accrued liability in
the actuarial valuation prepared under sections 356.215 and 356.216 as of the preceding December
31 for the Minneapolis Police Relief Association or the Minneapolis Fire Department Relief
Association; and

(3) 1.3 percent to the city of Virginia to fund any unfunded actuarial accrued liability in the
actuarial valuation prepared under sections 356.215 and 356.216 as of the preceding December 31
for the Virginia Fire Department Relief Association.

If there is no unfunded actuarial accrued liability in both the Minneapolis Police Relief
Association and the Minneapolis Fire Department Relief Association as disclosed in the most
recent actuarial valuations for the relief associations prepared under sections 356.215 and 356.216,
the commissioner shall alocate that 34.2 percent of the aid as follows: 49 percent to the Teachers
Retirement Association, 21 percent to the St. Paul Teachers Retirement Fund Association, and
30 percent as additional funding to support minimum fire state aid for volunteer firefighters relief
associations. If there is no unfunded actuarial accrued liability in the Virginia Fire Department
Relief Association as disclosed in the most recent actuarial valuation for the relief association
prepared under sections 356.215 and 356.216, the commissioner shall allocate that 1.3 percent of
the aid as follows. 49 percent to the Teachers Retirement Association, 21 percent to the St. Paul
Teachers Retirement Fund Association, and 30 percent as additional funding to support minimum
fire state aid for volunteer firefighters relief associations. Upon the final payment to municipalities
required by section 353.665, subdivision 8, paragraph (b), or 353A.09, subdivision 5, paragraph
(b), the commissioner shall allocate that 64.5 percent of the aid as follows: 20 percent to the St.
Paul Teachers Retirement Fund Association, 20 percent to the city of Minneapolis to fund any
unfunded actuarial accrued liability in the actuarial valuation proposed under sections 356.215 and
356.216 as of the preceding December 31 for the Minneapolis Police Relief Association or the
Minneapolis Firefighters Relief Association, 20 percent for the city of Duluth to pay for any costs
associated with the police and firefighters pensions, and 40 percent as additional funding to support
minimum fire state aid for volunteer firefighters relief associations. The allocation must be made
by the commissioner at the same time and under the same procedures as specified in subdivision
3. With respect to the St. Paul Teachers Retirement Fund Association, annually, beginning on July
1, 2005, if the applicable teacher's association five-year average time-weighted rate of investment
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return does not equal or exceed the performance of a composite portfolio assumed passively
managed (indexed) invested ten percent in cash equivalents, 60 percent in bonds and similar debt
securities, and 30 percent in domestic stock calculated using the formula under section 11A.04,
clause (11), the aid alocation to that retirement fund under this section ceases until the five-year
annual rate of investment return equals or exceeds the performance of that composite portfolio.

(d) The amounts required under this subdivision are the amounts annually appropriated to the
commissioner of revenue under section 69.021, subdivision 11, paragraph (€).

EFFECTIVE DATE. This section is effective retroactively for aid payable in 2003 and
thereafter.

Sec. 14. Minnesota Statutes 2008, section 423A.02, subdivision 3, is amended to read:

Subd. 3. Reallocation of amortization or supplementary amortization state aid. (a)
Seventy percent of the difference between $5,720,000 and the current year amortization aid er
and supplemental amortization aid distributed under subdivisions 1 and 1a that is not distributed
for any reason to a municipality for use by alocal police or salaried fire relief association must
be distributed by the commissioner of revenue according to this paragraph. The commissioner
shall distribute 70 percent of the amounts derived under this paragraph to the Teachers Retirement
Association and 30 percent to the St. Paul Teachers Retirement Fund Association to fund the
unfunded actuarial accrued liabilities of the respectlve funds These payments shall be made on or
before June 30 each fiscal year. Fheam . B
#em—the—geneml—tund—te—the—eemml-ssenepef—wenue—lf the St Paul Teachers Reti rement Fund
Association becomes fully funded, its eligibility for this aid ceases. Amounts remaining in the
undistributed balance account at the end of the biennium if aid eligibility ceases cancel to the
general fund.

(b) In order to receive amortization and supplementary amortization aid under paragraph (a),
Independent School District No. 625, St. Paul, must make contributions to the St. Paul Teachers
Retirement Fund Association in accordance with the following schedule:

Fiscal Year Amount

1996 $ 0
1997 $ 0
1998 $ 200,000
1999 $ 400,000
2000 $ 600,000
2001 and thereafter $ 800,000

(c) Specia School District No. 1, Minneapolis, and the city of Minneapolis must each make
contributions to the Teachers Retirement Association in accordance with the following schedule:

Fiscal Year City amount School district
amount

1996 $ 0 $ 0
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1997 $ 0 $ 0
1998 $ 250,000 $ 250,000
1999 $ 400,000 $ 400,000
2000 $ 550,000 $ 550,000
2001 $ 700,000 $ 700,000
2002 $ 850,000 $ 850,000
2003 and thereafter $ 1,000,000 $ 1,000,000

(d) Money contributed under paragraph (a) and either paragraph (b) or (c), as applicable, must
be credited to a separate account in the applicable teachers retirement fund and may not be used in
determining any benefit increases. The separate account terminatesfor afund when the aid payments
to the fund under paragraph (a) cease.

(e) Thirty percent of the difference between $5,720,000 and the current year amortization aid
er and supplemental amortization aid under subdivisions 1 and lathat is not distributed for any
reason to a municipality for use by alocal police or salaried firefighter relief association must be
distributed under section 69.021, subdivision 7, paragraph (d), as additional funding to support a
m|n|mum fire state a|d amount for voI unteer firefighter relief associations. Fre-ameuntreguired

‘ . ‘ ted-annually he-commissrone-oi+evenue-

EFFECTIVE DATE. This section is effective retroactively for aid payable in 2003 and
thereafter.

Sec. 15. Minnesota Statutes 2008, section 423A.02, isamended by adding a subdivision to read:

Subd. 3a. Appropriationsfor amortization stateaid; supplementary amortization stateaid;
and amortization state aid and supplementary state aid reallocations. $4,720,000 is annually
appropriated from the general fund to the commissioner of revenue for amortization state aid under
subdivision 1 and for thereall ocation of amortization aid under subdivision 3. $1,000,000 isannually
appropriated from the general fund to the commissioner of revenue for supplementary amortization
state aid under subdivision 1a, and for thereall ocation of supplementary amortization state aid under
subdivision 3.

EFFECTIVE DATE. This section is effective retroactively for aid payable in 2003 and
thereafter.”

Delete the title and insert:

"A bill for an act relating to the financing and operation of state and local government; making
policy, technical, administrative, enforcement, collection, refund, and other changes to income,
franchise, property, sales and use, motor vehicle, estate, gambling, solid waste management,
health care provider, cigarette and tobacco products, insurance premiums, aggregate removal,
mortgage, deed, occupation, and production taxes, and other taxes and tax-related provisions,
requiring withholding; providing and modifying income tax credits; modifying and authorizing
sales tax exemptions, modifying and authorizing local government sales taxes;, modifying
certain levies, property valuation procedures, property tax classes, and tax bases; changing and
providing property tax exemptions; modifying truth in taxation procedures; eliminating levy
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limits; eliminating the targeting refund; modifying the state general levy; providing for aids to
local governments; changing provisions relating to fiscal disparities, education financing, and
distributions of production tax proceeds; conforming provisions to certain changes in federal
laws; changing and imposing powers, duties, and requirements on certain local governments and
authorities and state departments or agencies; providing for issuance of obligations by political
subdivisions, and use of the proceeds of the debt; limiting availability of JOBZ benefits; providing
rules for operation of certain tax increment financing districts; providing for financing of certain
postretirement benefits; authorizing loans and grants for certain businesses; requiring studies
and reports; regulating tax preparers; establishing the amount of the budget reserve account;
appropriating money; amending Minnesota Statutes 2008, sections 16A.152, subdivision 1b;
37.31, subdivision 8; 123B.10, subdivision 1; 124D.4531, by adding a subdivision; 126C.01,
subdivision 3; 126C.41, subdivision 2; 126C.55, subdivision 4; 144F.01, subdivision 3; 204B.46;
270B.14, subdivision 16; 270C.12, by adding a subdivision; 270C.445; 270C.446, subdivisions 2,
5; 270C.56, subdivisions 1, 3; 272.02, subdivisions 7, 10, 86, by adding subdivisions; 272.0213;
273.11, subdivision 23; 273.111, subdivision 4; 273.1115, subdivision 2; 273.113, subdivisions
1, 2; 273.1231, subdivision 8; 273.124, subdivisions 3, 3a, 13, 21; 273.13, subdivisions 23, 24,
25, 33; 273.1384, subdivision 4; 273.33, subdivision 2; 273.37, subdivision 2; 274.13, subdivision
2; 274.135, subdivision 3; 274.14; 274.175; 275.025, subdivisions 1, 4; 275.065, subdivisions
1, 3, 53, 6; 275.16; 275.62, subdivision 1; 279.01, subdivision 1; 279.10; 282.01, subdivisions
1, 13 1c, 1d, 2, 3, 4, 7, 7a, by adding a subdivision; 287.04; 287.05, by adding a subdivision;
287.08; 287.22; 287.2205; 287.25; 289A.02, subdivision 7, as amended; 289A.08, subdivision
3; 289A.12, by adding a subdivision; 289A.18, subdivision 1; 289A.19, subdivision 4; 289A.31,
subdivision 5; 289A.38, subdivision 7; 289A.41; 290.01, subdivisions 19, as amended, 19a, as
amended, 19b, 19c¢, as amended, 19d, as amended, 31, as amended; 290.014, subdivision 2; 290.06,
subdivisions 2c, 2d, by adding a subdivision; 290.0671, subdivision 1; 290.091, subdivisions 1,
2; 290.17, subdivision 2; 290.191, subdivision 2; 290A.03, subdivisions 3, as amended, 15, as
amended; 290A.10; 290A.14; 290A.23, subdivision 3; 290C.06; 290C.07; 291.005, subdivision
1; 295.52, subdivisions 1, 1a; 295.56; 295.57, subdivision 5; 296A.21, subdivision 1; 297A.64,
subdivision 2; 297A.66, by adding a subdivision; 297A.68, subdivision 5; 297A.70, subdivisions
2, 4; 297A.75, subdivisions 1, 2, 3; 297A.992, subdivision 2; 297A.993, subdivision 1; 297E.02,
subdivision 4; 297E.06, subdivision 4, by adding a subdivision; 297E.11, subdivision 1; 297F.09,
subdivision 7; 297G.09, subdivision 6; 297H.06, subdivision 1; 2971.30, by adding a subdivision;
2971.35, subdivision 2; 298.17, by adding a subdivision; 298.227; 298.24, subdivision 1; 298.28,
subdivisions 4, 11; 298.282, subdivision 1; 309.53, subdivision 3; 349.1641; 349.19, subdivision
9; 360.036, subdivision 2; 360.0425; 366.095, subdivision 1; 373.47, subdivision 1; 375.194,
subdivision 5; 383A.75, subdivision 3; 423A.02, subdivisions 1b, 3, by adding a subdivision;
428A.01, subdivision 3; 428A.101; 428A.13, by adding a subdivision; 428A.14, subdivision 1;
428A.21; 429.011, subdivision 2a; 446A.086, subdivision 8, by adding a subdivision; 465.719,
subdivision 9; 469.005, subdivision 1; 469.015, subdivisions 1, 2, 3; 469.034, subdivision 2;
469.040, subdivisions 2, 4; 469.053, by adding a subdivision; 469.153, subdivision 2; 469.174,
subdivision 22, by adding a subdivision; 469.175, subdivisions 1, 6; 469.176, subdivisions 1b, 3,
by adding a subdivision; 469.1763, subdivisions 2, 3; 469.178, subdivision 7; 469.312, by adding
a subdivision; 471.191, subdivision 1; 473.121, by adding a subdivision; 473.13, subdivision 1;
473.167, subdivision 3; 473.249, subdivision 1; 473.253, subdivision 1; 473.843, subdivision 3;
473F.08, subdivisions 3, 5; 474A.02, subdivisions 2, 14; 475.58, subdivision 1; 475.67, subdivision
8; 477A.011, subdivisions 34, 36, 42; 477A.0124, by adding a subdivision; 477A.013, subdivision
8, by adding a subdivision; Laws 1971, chapter 773, section 4, as amended; Laws 1976, chapter
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162, section 3, as amended; Laws 1986, chapter 400, section 44, as amended; Laws 1991, chapter
291, article 8, section 27, subdivision 3, as amended; Laws 1993, chapter 375, article 9, section 46,
subdivision 2, as amended, by adding a subdivision; Laws 1995, chapter 264, article 5, sections
44, subdivision 4, as amended; 45, subdivision 1, as amended; Laws 1998, chapter 389, article
8, section 37, subdivision 1; Laws 2001, First Special Session chapter 5, article 3, section 8, as
amended; Laws 2002, chapter 377, article 3, section 25; Laws 2006, chapter 259, article 3, section
12, subdivision 3; Laws 2008, chapter 366, article 5, sections 28, subdivision 1; 29, subdivisions
1, 2, 4; 34; article 6, sections 9; 10; article 7, sections 16, subdivision 3; 18, subdivisions 2, 3;
article 10, section 15; Laws 2009, chapter 12, article 2, section 5, subdivision 2; proposing coding
for new law in Minnesota Statutes, chapters 16A; 116J; 290; 2971; 414; 475; 477A; repedling
Minnesota Statutes 2008, sections 275.025, subdivision 3; 275.065, subdivisions 6b, 6¢, 8, 9,
10; 275.70; 275.71; 275.72; 275.73; 275.74; 275.75; 282.01, subdivisions 1b, 9, 10, 11; 287.26;
287.27, subdivision 1; 290.06, subdivision 34; 290A.04, subdivision 2h; 297A.67, subdivision 24;
297A.815, subdivision 3; 298.28, subdivisions 11a, 13; 477A.16; Laws 1996, chapter 464, article
1, section 8, subdivision 3; Laws 2008, chapter 366, article 5, section 30, subdivision 7; Minnesota
Rules, parts 8009.3000; 8115.0200; 8115.0300; 8115.0400; 8115.0500; 8115.0600; 8115.1000;
8115.1100; 8115.1200; 8115.1300; 8115.1400; 8115.1500; 8115.1600; 8115.1700; 8115.1800;
8115.1900; 8115.2000; 8115.2100; 8115.2200; 8115.2300; 8115.2400; 8115.2500; 8115.2600;
8115.2700; 8115.2800; 8115.2900; 8115.3000; 8115.4000; 8115.4100; 8115.4200; 8115.4300;
8115.4400; 8115.4500; 8115.4600; 8115.4700; 8115.4800; 8115.4900; 8115.5000; 8115.5100;
8115.5200; 8115.5300; 8115.5400; 8115.5500; 8115.5600; 8115.5700; 8115.5800; 8115.5900;
8115.6000; 8115.6100; 8115.6200; 8115.6300; 8115.6400; 8115.9900."

And when so amended the bill do pass. Amendments adopted. Report adopted.
SECOND READING OF SENATE BILLS
S.F. No. 2074 was read the second time.
MEMBERS EXCUSED

Senators Anderson, Bonoff and Gimse were excused from the Session of today. Senator Pappas
was excused from the Session of today at 4:30 p.m. Senator Bakk was excused from the Session
of today from 4:40 to 5:30 p.m. Senator Erickson Ropes was excused from the Session of today at
6:00 p.m.

ADJOURNMENT

Senator Pogemiller moved that the Senate do now adjourn until 9:30 am., Thursday, April 23,
2009. The motion prevailed.

Peter S. Wattson, Secretary of the Senate (Legidlative)
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