STATE OF MINNESOTA

Jour nal of the Senate

EIGHTY-THIRD LEGISLATURE

FORTY-FOURTH DAY

St. Paul, Minnesota, Monday, April 28, 2003
The Senate met at 10:00 am. and was called to order by the President.

CALL OF THE SENATE

Senator Betzold imposed a call of the Senate. The Sergeant at Arms was instructed to bring in
the absent members.

Prayer was offered by the Chaplain, Rev. Paul H. Knutson.

The members of the Senate gave the pledge of allegiance to the flag of the United States of
America

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

Anderson Gaither Langseth Olson Scheid
Bachmann Hann Larson Ortman Senjem
Bakk Higgins LeClair Ourada Skoe
Belanger Hottinger Limmer Pappas Skoglund
Berglin Johnson, D.E. Lourey Pariseau Solon
Betzold Johnson, D.J. Marko Pogemiller Sparks
Chaudhary Jungbauer Marty Ranum Stumpf
Cohen Kelley McGinn Reiter Tomassoni
Day Kierlin Metzen Rest Vickerman
Dibble Kiscaden Michel Robling Wergin
Dille Kleis Moua Rosen Wiger
Fischbach Knutson Murphy Ruud

Foley Koering Neuville Sams

Frederickson Kubly Nienow Saxhaug

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 Hottinger moved that the Senate do now recess until 10:45 a.m. The motion prevailed.
The hour of 10:45 am. having arrived, the President called the Senate to order.

CALL OF THE SENATE

Senator Betzold imposed a call of the Senate. The Sergeant at Arms was instructed to bring in
the absent members.
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EXECUTIVE AND OFFICIAL COMMUNICATIONS

The following communications were received and referred to the committee indicated.
January 22, 2003

The Honorable James P. Metzen
President of the Senate

Dear Senator Metzen:

The following appointment is hereby respectfully submitted to the Senate for confirmation as
required by law:

DEPARTMENT OF NATURAL RESOURCES
COMMISSIONER

Gene Merriam, 12176 Bluebird Cir., Coon Rapids, in the county of Anoka, effective January 27,
2003, for aterm that expires on January 1, 2007.
(Referred to the Committee on Environment and Natural Resources.)

Sincerely,
Tim Pawlenty, Governor

April 23, 2003

The Honorable Steve Sviggum
Speaker of the House of Representatives

The Honorable James P. Metzen
President of the Senate

I have the honor to inform you that the following enrolled Acts of the 2003 Session of the State
Legidature have been received from the Office of the Governor and are deposited in the Office of
the Secretary of State for preservation, pursuant to the State Constitution, Article IV, Section 23:

Timeand
SF. H.F. Session Laws Date Approved Date Filed
No. No. Chapter No. 2003 2003
51 19 3:30 p.m. April 23 April 23
266 20 3:30 p.m. April 23 April 23
Sincerely,
Mary Kiffmeyer
Secretary of State

MESSAGESFROM THE HOUSE

Mr. President;

I have the honor to announce the passage by the House of the following Senate Files, herewith
returned: S.F. Nos. 907 and 1064.

Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 24, 2003

Mr. President;
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| 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
requested:

SF. No. 842: A bill for an act relating to natural resources, modifying commissioner’s
authority relating to employees, gifts, and grants, modifying provisions of the state parks working
capital fund; modifying application provisions for certain licenses, providing for reciprocity of
certain safety courses, modifying certain county reimbursement provisions, modifying
identification provisions for fish and dark houses; eliminating requirement to publish pamphlet
form of laws, amending Minnesota Statutes 2002, sections 84.01, subdivision 3; 84.026; 84.085,
subdivision 1; 84.82, subdivision 2; 84.862, by adding a subdivision, 85.22, by adding a
subdivision; 86B.401, subdivision 1; 97A.065, subdivison 2; 97C.355, subdivisions 1, 2;
repealing Minnesota Statutes 2002, section 97A.051, subdivision 1; Minnesota Rules, part
6262.0100, subpart 2.

Senate File No. 842 is herewith returned to the Senate.
Edward A. Burdick, Chief Clerk, House of Representatives
Returned April 23, 2003

CONCURRENCE AND REPASSAGE
Senator Olson moved that the Senate concur in the amendments by the House to S.F. No. 842
and that the bill be placed on its repassage as amended.

Senator Hottinger moved that the Senate do not concur in the amendments by the House to S.F.
No. 842, and that a Conference Committee of 5 members be appointed by the Subcommittee on
Committees on the part of the Senate, to act with alike Conference Committee to be appointed on
the part of the House.

CALL OF THE SENATE

Senator Pariseau imposed a call of the Senate for the balance of the proceedings on S.F. No.
842. The Sergeant at Arms was instructed to bring in the absent members.

The question was taken on the adoption of the Hottinger motion.

The roll was called, and there were yeas 31 and nays 36, as follows:

Those who voted in the affirmative were:

Anderson Higgins Lourey Pogemiller Sparks
Berglin Hottinger Marko Ranum Tomassoni
Betzold Johnson, D.E. Marty Rest Wiger
Chaudhary Kelley Metzen Scheid
Cohen Kiscaden Moua Skoe
Dibble Kubly Murphy Skoglund
Foley Langseth Pappas Solon

Those who voted in the negative were:
Bachmann Hann LeClair Ourada Senjem
Bakk Johnson, D.J. Limmer Pariseau Stumpf
Belanger Jungbavuer McGinn Reiter Vickerman
Day Kierlin Michel Robling Wergin
Dille Kleis Neuville Rosen
Fischbach Knutson Nienow Ruud
Frederickson Koering Olson Sams
Gaither Larson Ortman Saxhaug

The motion did not prevail.
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The question recurred on the adoption of the Olson motion.
The roll was called, and there were yeas 36 and nays 31, as follows.

Those who voted in the affirmative were:

Bachmann Johnson, D.J. Larson Pariseau Stumpf
Bakk Jungbauer LeClair Reiter Tomassoni
Day Kierlin Limmer Robling Vickerman
Dille Kiscaden Neuville Rosen Wergin
Fischbach Kleis Nienow Ruud
Frederickson Knutson Olson Sams
Gaither Koering Ortman Saxhaug
Hann Langseth Ourada Senjem

Those who voted in the negative were:
Anderson Foley Marko Pappas Solon
Belanger Higgins Marty Pogemiller Sparks
Berglin Hottinger McGinn Ranum Wiger
Betzold Johnson, D.E. Metzen Rest
Chaudhary Kelley Michel Scheid
Cohen Kubly Moua Skoe
Dibble Lourey Murphy Skoglund

The motion prevailed.

S.F. No. 842 was read the third time, as amended by the House, and placed on its repassage.
The question was taken on the repassage of the hill, as amended.

The roll was called, and there were yeas 37 and nays 30, as follows:

Those who voted in the affirmative were:

Bachmann Johnson, D.J. Larson Ourada Senjem
Bakk Jungbauer LeClair Pariseau Stumpf
Day Kierlin Limmer Reiter Tomassoni
Dille Kiscaden McGinn Robling Vickerman
Fischbach Kleis Neuville Rosen Wergin
Frederickson Knutson Nienow Ruud
Gaither Koering Olson Sams
Hann Langseth Ortman Saxhaug

Those who voted in the negative were:
Anderson Dibble Kubly Moua Scheid
Belanger Foley Lourey Murphy Skoe
Berglin Higgins Marko Pappas Skoglund
Betzold Hottinger Marty Pogemiller Solon
Chaudhary Johnson, D.E. Metzen Ranum Sparks
Cohen Kelley Michel Rest Wiger

So the hill, as amended, was repassed and its title was agreed to.
RECONSIDERATION
Having voted on the prevailing side, Senator Pariseau moved that the vote whereby S.F. No.
842 was passed by the Senate on April 28, 2003, be now reconsidered.
The question was taken on the adoption of the motion.

The roll was called, and there were yeas 28 and nays 39, as follows:

Those who voted in the affirmative were:

Anderson Betzold Cohen Foley Hottinger
Berglin Chaudhary Dibble Higgins Johnson, D.E.
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Kelley Marty Pappas Scheid Sparks
Kubly Metzen Pogemiller Skoe Wiger
Lourey Moua Ranum Skoglund
Marko Murphy Rest Solon

Those who voted in the negative were:
Bachmann Hann Langseth Olson Sams
Bakk Johnson, D.J. Larson Ortman Saxhaug
Belanger Jungbauer LeClair Ourada Senjem
Day Kierlin Limmer Pariseau Stumpf
Dille Kiscaden McGinn Reiter Tomassoni
Fischbach Kleis Michel Robling Vickerman
Frederickson Knutson Neuville Rosen Wergin
Gaither Koering Nienow Ruud

The motion did not prevail.
MESSAGESFROM THE HOUSE - CONTINUED

Mr. President:

I have the honor to announce the passage by the House of the following House Files, herewith
transmitted: H.F. Nos. 307, 321, 428, 317, 361, 1167, 503, 1080, 1145, 1155, 719, 923 and 1214.

Edward A. Burdick, Chief Clerk, House of Representatives
Transmitted April 24, 2003

Mr. President:

I have the honor to announce the passage by the House of the following House Files, herewith
transmitted: H.F. Nos. 646 and 1426.

Edward A. Burdick, Chief Clerk, House of Representatives
Transmitted April 25, 2003

FIRST READING OF HOUSE BILLS

The following bills were read the first time and referred as indicated.

H.F. No. 307: A bill for an act relating to elections; providing an exemption for noncommercial
signs from ordinances that limit the number of noncommercia signs, amending Minnesota
Statutes 2002, section 211B.045.

Referred to the Committee on Rules and Administration.

H.F. No. 321: A hill for an act relating to the city of Northfield; authorizing the city to establish
and operate related medical facilitiesin conjunction with its municipal hospital at a site outside the
city limits; authorizing Northfield to acquire real or personal property for the related medical
facilities.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 257, now
on General Orders.

H.F. No. 428: A hill for an act relating to cities, specifying and clarifying the authority of cities
to exercise certain town powers and to impose service charges for emergency services, amending
Minnesota Statutes 2002, section 415.01.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 354, now
on Genera Orders.
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H.F. No. 317: A hill for an act relating to counties; allowing use of certain county facilities for
commercial wireless service providers and alowing the lease of sites for public safety
communications equipment; proposing coding for new law in Minnesota Statutes, chapter 375.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 172, now
on General Orders.

H.F. No. 361: A bill for an act relating to elections, providing procedures and criteria for
calling specia electionsto fill vacancies in certain instances, amending Minnesota Statutes 2002,
sections 365.52, subdivision 1, by adding a subdivision; 367.03, subdivision 6.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 329, now
on Genera Orders.

H.F. No. 1167: A bill for an act relating to victims, increasing parental liability owed to a
victim for acts of certain juvenile offenders, amending certain laws to enhance victim rights;
amending Minnesota Statutes 2002, sections 260B.163, subdivision 1; 260B.171, subdivision 4;
611A.01.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 1014,
now on General Orders.

H.F. No. 503: A hill for an act relating to elections, clarifying certain duties; amending
Minnesota Statutes 2002, section 204D.04, subdivision 2.

Referred to the Committee on Rules and Administration.

H.F. No. 1080: A bill for an act relating to the military; extending certain tuition
reimbursement; deleting a reporting requirement; amending Minnesota Statutes 2002, section
192.501, subdivision 2.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 971, now
on Genera Orders.

H.F. No. 1145: A bill for an act relating to education; coordinating crisis services with removal
of certain students, providing for district student removal reports to department of children,
families, and learning; increasing graduation rates of students with emotional or behaviora
disturbance; requiring warning signs of mental illness to be included in continuing education
regquirements for teachers; providing for rulemaking; amending Minnesota Statutes 2002, sections
120B.35, by adding a subdivision; 121A.55; 121A.61, subdivision 3; 122A.09, subdivision 4.

Referred to the Committee on Education.

H.F. No. 1155: A bill for an act relating to human services, alowing a licensing change in
Goodhue county to an existing ICF/MR.

Referred to the Committee on Finance.

H.F. No. 719: A bill for an act relating to liquor; modifying a posting provision; authorizing
cities to issue licenses in addition to the number alowed by law; amending Minnesota Statutes
2002, section 340A.318, subdivision 3.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 143, now
on Genera Orders.

H.F. No. 923: A bill for an act relating to local government; providing an exception to the
conflict of interest law for township officers, amending Minnesota Statutes 2002, section 471.88,
by adding a subdivision.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 911, now
on Genera Orders.
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H.F. No. 1214: A hill for an act relating to transportation; modifying or abolishing certain
provisions related to joint county state-aid highway and municipal state-aid street status, deleting
requirement for department of transportation to send copies of certain rules to county auditors;
abolishing requirement that department of transportation maintain a list of highway engineers,
repealing prohibition on establishing new divisions in department of transportation; abolishing
obsolete statute related to highway jurisdiction studies, abolishing provision for collective
ratemaking by motor carriers; repealing authority of commissioner of transportation over pipeline
carriers; repealing certain rules governing design standards of driveways next to highways, motor
carriers, aeronautics, and the right of first refusal to certain railroad land; amending Minnesota
Statutes 2002, sections 162.02, subdivisions 1, 2, 4; 162.09, subdivision 1; 163.07, subdivision 2;
174.64, subdivision 4; repealing Minnesota Statutes 2002, sections 162.09, subdivision 5; 174.025;
174.031; 221.165; 221.54; 221.55; Minnesota Rules, parts 7800.0100, subparts 1, 3, 5; 7800.0500;
7800.0700; 7800.1400; 7800.1500; 7800.1600; 7800.1700; 7800.3100; 7800.3900; 7800.4810;
7805.0800; 8800.0100, subparts 7, 36; 8800.1200, subpart 3; 8800.3500; 8800.3700; 8800.4000;
8810.4200; 8810.4500; 8810.4600; 8810.4700; 8810.4800; 8810.4900; 8810.5000; 8810.5100;
8810.5500; 8810.9920; 8810.9921; 8850.6900, subparts 4, 6, 11, 12, 17; 8850.7000; 8850.7025;
8850.7040; 8850.7100; 8850.7900; 8850.8200; 8850.8900; 8850.9000; 8850.9050, subparts 1, 2;
8900.0100; 8900.0200; 8900.0300; 8900.0400; 8900.0500; 8900.0600; 8900.0700; 8900.0800;
8900.0900; 8900.1000; 8900.1100; 8910.1000; 8910.2000; 8910.2100; 8910.3000; 8910.3100.

Referred to the Committee on Finance.

H.F. No. 646: A bill for an act relating to gambling; state lottery; providing for gaming
machines, establishing horse racing purse payments, imposing a tax on gaming machine revenue;
requiring a report; appropriating money; amending Minnesota Statutes 2002, sections 240.13, by
adding a subdivision; 299L.07, subdivisions 2, 2a; 340A.410, subdivision 5; 349A.01, subdivision
10, by adding subdivisions, 349A.10, subdivision 3; 349A.13; 541.20; 541.21; 609.75, subdivision
3; 609.761, subdivision 2; proposing coding for new law in Minnesota Statutes, chapters 297A;
349A.

Senator Hottinger moved that H.F. No. 646 be referred to the Committee on Taxes. The maotion
prevailed.

H.F. No. 1426: A bill for an act relating to workers compensation; making technical changes;
modifying the definition of "personal injury” to include injury or disease resulting from certain
vaccines, freezing the medical fee schedule conversion factor for one year; instructing the
commissioner of commerce to establish a surcharge rate; amending Minnesota Statutes 2002,
sections 79A.12, subdivision 2; 176.011, subdivision 16; 176.081, subdivision 1; 176.092,
subdivision 1a; 176.129, subdivisions 1b, 2a; 176.135, subdivision 7; 176.231, subdivision 5;
176.391, subdivision 2; proposing coding for new law in Minnesota Statutes, chapter 79.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 1340,
now on General Orders.

REPORTSOF COMMITTEES

Senator Hottinger moved that the Committee Reports at the Desk be now adopted. The maotion
prevailed.

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

H.F. No. 294 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. SF. No.
294 117
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Pursuant to Rule 45, the Committee on Rules and Administration recommends that H.F. No.
294 be amended as follows:

Delete all the language after the enacting clause of H.F. No. 294 and insert the language after
the enacting clause of S.F. No. 117, the first engrossment; further, delete the title of H.F. No. 294
and insert the title of S.F. No. 117, the first engrossment.

And when so amended H.F. No. 294 will be identical to S.F. No. 117, and further recommends
that H.F. No. 294 be given its second reading and substituted for S.F. No. 117, 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 Taxes, to which was referred

S.F. No. 1505: A hill for an act relating to taxation; extending the time for qualifying for sales
and property tax exemptionsfor certain electric generating facilities; amending Minnesota Statutes
2002, section 272.02, subdivision 53; Laws 2002, chapter 377, article 3, section 15.

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

Delete everything after the enacting clause and insert:
"ARTICLE 1
SALESTAX

Section 1. Minnesota Statutes 2002, section 16B.121, is amended to read:
16B.121 [PURCHASE OF RECYCLED, REPAIRABLE, AND DURABLE MATERIALS]

The commissioner shall take the recycled content and recyclability of commodities to be
purchased into consderatl on |n b|d specmcatl ons.

comm|SS|oner and state agenues When purchasmg under delegated authorlty shall purchase
recycled materials, unless the commissioner determines that the price of the recycled materials
exceeds the price of nonrecycled materials by more than ten percent or that use of the recycled
materials would be impracticable. In order to maximize the quantity and quality of recycled
materials purchased, the commissioner, and state agencies when purchasing under delegated
authority, may also use other appropriate procedures to acquire recycled materials at the most
economical cost to the state.

When purchasing commodities and services, the commissioner, and state agencies when
purchasing under delegated authority, shall apply and promote the preferred waste management
practices listed in section 115A.02, with special emphasis on reduction of the quantity and toxicity
of materials in waste. The commissioner, and state agencies when purchasing under delegated
authority, in developing bid specifications, shall consider the extent to which a commaodity or
product is durable, reusable, or recyclable and marketable through the state resource recovery
program and the extent to which the commodity or product contains postconsumer material.

Sec. 2. Minnesota Statutes 2002, section 168.012, subdivision 1, is amended to read:

Subdivision 1. [VEHICLES EXEMPT FROM TAX, FEES, OR PLATE DISPLAY.] (a) The
following vehicles are exempt from the provisions of this chapter requiring payment of tax and
registration fees, except as provided in subdivision 1c:

(1) vehicles owned and used solely in the transaction of official business by the federal
government, the state, or any political subdivision;

(2) vehicles owned and used exclusively by educationa institutions and used solely in the
transportation of pupils to and from those institutions;
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(3) vehicles used solely in driver education programs at nonpublic high schools;

(4) vehicles owned by nonprofit charities and used exclusively to transport disabled persons for
educational purposes;

(5) ambulances owned by ambulance services licensed under section 144E.10, the general
appearance of which is unmistakable and

(6) vehicles used to provide emergency medical services, except as provided in paragraph (b),
and owned by the state, a political subdivision, or an ambulance service licensed under section
144E.10; and

(7) vehicles owned by a commercia driving school licensed under section 171.34, or an
employee of a commercial driving school licensed under section 171.34, and the vehicle is used
exclusively for driver education and training.

(b) Vehicles owned by the federal government, municipal fire apparatuses including
fire-suppression support vehicles, police patrols, and ambulances, the general appearance of which
is unmistakable, are not required to register or display number plates.

(¢) Unmarked vehicles used in genera police work, liquor investigations or arson
investigations, and passenger automobiles pickup trucks, and buses owned or operated by the
department of corrections, must be registered and must display appropriate license number plates,
furnished by the registrar at cost. Origina and renewa applications for these license plates
authorized for use in general police work and for use by the department of corrections must be
accompanied by a certification signed by the appropriate chief of police if issued to a police
vehicle, the appropriate sheriff if issued to a sheriff’s vehicle, the commissioner of corrections if
issued to a department of corrections vehicle, or the appropriate officer in charge if issued to a
vehicle of any other law enforcement agency. The certification must be on a form prescribed by
tﬂ_e commissioner and state that the vehicle will be used exclusively for a purpose authorized by
this section.

(d) Unmarked vehicles used by the departments of revenue and labor and industry, fraud unit,
in conducting seizures or criminal investigations must be registered and must display passenger
vehicle classification license number plates, furnished at cost by the registrar. Original and
renewal applications for these passenger vehicle license plates must be accompanied by a
certification signed by the commissioner of revenue or the commissioner of labor and industry.
The certification must be on aform prescribed by the commissioner and state that the vehicleswill
be used exclusively for the purposes authorized by this section.

(e) Unmarked vehicles used by the division of disease prevention and control of the department
of health must be registered and must display passenger vehicle classification license number
plates. These plates must be furnished at cost by the registrar. Original and renewal applications
for these passenger vehicle license plates must be accompanied by a certification signed by the
commissioner of health. The certification must be on a form prescribed by the commissioner and
state that the vehicles will be used exclusively for the official duties of the division of disease
prevention and control.

(f) Unmarked vehicles used by staff of the gambling control board in gambling investigations
and reviews must be registered and must display passenger vehicle classification license number
plates. These plates must be furnished at cost by the registrar. Original and renewal applications
for these passenger vehicle license plates must be accompanied by a certification signed by the
board chair. The certification must be on a form prescribed by the commissioner and state that the
vehicles will be used exclusively for the officia duties of the gambling control board.

(9) All other motor vehicles must be registered and display tax-exempt number plates,
furnished by the registrar at cost, except as provided in subdivision 1c. All vehicles required to
display tax-exempt number plates must have the name of the state department or political
subdivision, nonpublic high school operating a driver education program, or licensed commercial
driving school, plainly displayed on both sides of the vehicle; except that each state hospital and
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ingtitution for the mentally ill and mentally retarded may have one vehicle without the required
identification on the sides of the vehicle, and county social service agencies may have vehicles
used for child and vulnerable adult protective services without the required identification on the
sides of the vehicle. This identification must be in a color giving contrast with that of the part of
the vehicle on which it is placed and must endure throughout the term of the registration. The
identification must not be on aremovable plate or placard and must be kept clean and visible at all
times; except that a removable plate or placard may be utilized on vehicles leased or loaned to a
political subdivision or to a nonpublic high school driver education program.

[EFFECTIVE DATE.] This section is effective July 1, 2003.

Sec. 3. Minnesota Statutes 2002, section 168A.03, is amended to read:
168A.03 [EXEMPT VEHICLES]
Subdivision 1. The registrar shall not issue a certificate of title for:

{3) a vehicle owned by a nonresident and not required by law to be registered in this state;

{4} (3) a vehicle owned by a nonresident and regularly engaged in the interstate transportation
of persons or property for which a currently effective certificate of title has been issued in another
state;

{5) (4) a vehicle moved solely by animal power;

{6) (5) an implement of husbandry;

{h (6) specia mobile equipment;

{8) (7) a self-propelled wheelchair or invalid tricycle;

{9) (8) atrailer (i) having a gross weight of 4,000 pounds or less unless a secured party holds an
interest in the trailer or a certificate of title was previously issued by this state or any other state or
(i) designed primarily for agricultural purposes except recreational equipment or a manufactured
home, both as defined in section 168.011, subdivisions 8 and 25;

{206) (9) a snowmobile.

Subd. 2. [DEALERS] No certificate of title need be obtained for a vehicle owned by a
manufacturer or dealer and held for sale, even though incidentally moved on the highway or used
pursuant to section 168.27 or 168.28, or a vehicle used by a manufacturer solely for testing.

[EFFECTIVE DATE.] This section is effective July 1, 2003.
Sec. 4. Minnesota Statutes 2002, section 297A.61, subdivision 3, is amended to read:

Subd. 3. [SALE AND PURCHASE] (@) "Sae" and "purchase" include, but are not limited to,
each of the transactions listed in this subdivision.

(b) Sale and purchase include:

(2) any transfer of title or possession, or both, of tangible personal property, whether absolutely
or conditionally, for a consideration in money or by exchange or barter; and

(2) theleasing of or the granting of alicenseto use or consume, for a consideration in money or
by exchange or barter, tangible persona property, other than a manufactured home used for
residential purposes for a continuous period of 30 days or more.
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(c) Sale and purchase include the production, fabrication, printing, or processing of tangible
personal property for a consideration for consumers who furnish either directly or indirectly the
materials used in the production, fabrication, printing, or processing.

(d) Sale and purchase include the preparing for a consideration of food. Notwithstanding
section 297A.67, subdivision 2, taxable food includes, but is not limited to, the following:

(1) prepared food sold by the retailer;

(2) soft drinks;

(3) candy; and

(4) al food sold through vending machines.

(e) A sale and a purchase includes the furnishing for a consideration of electricity, gas, water,
or steam for use or consumption within this state.

(f) A sale and a purchase includes the transfer for a consideration of computer software.
(9) A sdle and a purchase includes the furnishing for a consideration of the following services.

(2) the privilege of admission to places of amusement, recreational areas, or athletic events, and
the making available of amusement devices, tanning facilities, reducing salons, steam baths,
turkish baths, health clubs, and spas or athletic facilities,

(2) lodging and related services by a hotel, rooming house, resort, campground, motel, or trailer
camp and the granting of any similar license to use real property other than the renting or leasing
of it for a continuous period of 30 days or more;

(3) parking services, whether on a contractual, hourly, or other periodic basis, except for
parking at a meter;

(4) the granting of membership in a club, association, or other organization if:

(1) the club, association, or other organization makes available for the use of its members sports
andI athletic dfacilities without regard to whether a separate charge is assessed for use of the
facilities, an

(i) use of the sports and athletic facility is not made available to the general public on the same
basis as it is made available to members.

Granting of membership means both onetime initiation fees and periodic membership dues. Sports
and athletic facilities include golf courses; tennis, racquetball, handball, and squash courts;
basketball and volleyball facilities running tracks, exercise equipment; swimming pools, and
other similar athletic or sports facilities,

(5) delivery of aggregate materials and concrete block by athird party if the delivery would be
subject to the sales tax if provided by the seller of the aggregate material or concrete block; and

(6) services as provided in this clause:

(i) laundry and dry cleaning services including cleaning, pressing, repairing, atering, and
storing clothes, linen services and supply, cleaning and blocking hats, and carpet, drapery,
upholstery, and industrial cleaning. Laundry and dry cleaning services do not include services
provided by coin operated facilities operated by the customer;

(ii) motor vehicle washing, waxing, and cleaning services, including services provided by coin
operated facilities operated by the customer, and rustproofing, undercoating, and towing of motor
vehicles,

(iif) building and residential cleaning, maintenance, and disinfecting and exterminating
services,
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(iv) detective, security, burglar, fire alarm, and armored car services; but not including services
performed within the jurisdiction they serve by off-duty licensed peace officers as defined in
section 626.84, subdivision 1, or services provided by a nonprofit organization for monitoring and
electronic surveillance of persons placed on in-home detention pursuant to court order or under the
direction of the Minnesota department of corrections,;

(V) pet grooming services,

(vi) lawn care, fertilizing, mowing, spraying and sprigging services, garden planting and
maintenance; tree, bush, and shrub pruning, bracing, spraying, and surgery; indoor plant care; tree,
bush, shrub, and stump removal; and tree trimming for public utility lines. Services performed
under a construction contract for the installation of shrubbery, plants, sod, trees, bushes, and
similar items are not taxable

(vii) massages, except when provided by a licensed health care facility or professional or upon
written referral from a licensed health care facility or professional for treatment of illness, injury,
or disease; and

(viii) the furnishing of lodging, board, and care services for animals in kennels and other
similar arrangements, but excluding veterinary and horse boarding services.

In applying the provisions of this chapter, the terms "tangible persona property” and "sales at
retail" include taxable services and the provision of taxable services, unless specifically provided
otherwise. Services performed by an employee for an employer are not taxable. Services
performed by a partnership or association for another partnership or association are not taxable if
one of the entities owns or controls more than 80 percent of the voting power of the equity interest
in the other entity. Services performed between members of an affiliated group of corporationsare
not taxable. For purposes of this section, "affiliated group of corporations' includes those entities
that would be classified as members of an affiliated group under United States Code, title 26,
section 1504, and that are eligible to file a consolidated tax return for federal income tax purposes.

(h) A sale and a purchase includes the furnishing for a consideration of tangible personal
property or taxable services by the United States or any of its agencies or instrumentalities or the
state of Minnesota, its agencies, instrumentalities or political subdivisions.

(i) A sale and a purchase includes the furnishing for a consideration of telecommunications
services, including cable television services and direct satellite services. Telecommunications
services are taxed to the extent allowed under federal law if those services.

(1) either (i) originate and terminate in this state; or (ii) originate in this state and terminate
outside the state and the service is charged to a telephone number customer located in this state or
to the account of any transmission instrument in this state; or (iii) originate outside this state and
terminate in this state and the service is charged to a telephone number customer located in this
state or to the account of any transmission instrument in this state; or

(2) are rendered by providing a private communications service for which the customer has one
or more locations within Minnesota connected to the service and the service is charged to a
telephone number customer located in this state or to the account of any transmission instrument
in this state.

All charges for mobile telecommunications services, as defined in United States Code, title 4,
section 124, are deemed to be provided by the customer’s home service provider and sourced to
the customer’s place of primary use and are subject to tax based upon the customer’s place of
primary use in accordance with the Mobile Telecommunications Sourcing Act, United States
Code, title 4, sections 116 to 126. All other definitions and provisions of the Mobile
Telecommunications Sourcing Act as provided in United States Code, title 4, are hereby adopted.

(1) A sde and a purchase includes the furnishing for a consideration of instalation if the
installation charges would be subject to the sales tax if the installation were provided by the seller
of the item being installed.
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(k) A sdle and a purchase includes the rental of a vehicle by a motor vehicle dealer to a
customer when (1) the vehicle is rented by the customer for a consideration, or (2) the motor
vehicle dealer is reimbursed pursuant to a service contract as defined in section 65B.29,
subdivision 1, clause (1).

[EFFECTIVE DATE.] This section is effective for sales and purchases made on or after July
1, 2003.

Sec. 5. Minnesota Statutes 2002, section 297A.61, is amended by adding a subdivision to read:

Subd. 35. [DIRECT MAIL.] "Direct mail" means printed material delivered or distributed by
United States Mail or other delivery service to a mass audience or to addressees on a mailing list
provided by the purchaser or at the direction of the purchaser when the cost of the items is not
billed directly to the recipients. "Direct mail" includes tangible personal property supplied directly
or indirectly by the purchaser to the direct mail seller for inclusion in the package containing the
printed material. "Direct mail” does not include multiple identical items of printed materia
delivered to a single address.

[EFFECTIVE DATE.] This section is effective retroactively for delivery or distribution
charges on sales and purchases made after December 31, 2001.

Sec. 6. Minnesota Statutes 2002, section 297A.62, subdivision 3, is amended to read:

Subd. 3. [MANUFACTURED HOUSING AND PARK TRAILERS] For retail sales of
manufactured homes as defined in section 327.31, subdivision 6, for residential uses, the sales tax
under subdivision 1 is imposed on 65 percent of the dealer’s cost of the manufactured home. For
retail sales of new or used park trailers, as defined in section 168.011, subdivision 8, paragraph
(b), the sales tax under subdivision 1 isimposed on 65 percent of the sales price of the park trailer.
For retail sales of prefabricated homes subject to regulation under Minnesota Rules, chapter 1360
or 1361, for residentia use, the sales tax under subdivision 1 is imposed on 65 percent of the
manufacturer’s wholesale list price of the prefabricated home.

[EFFECTIVE DATE.] This section is effective for sales and purchases occurring on or after
July 1, 2003.

Sec. 7. Minnesota Statutes 2002, section 297A.67, subdivision 18, is amended to read:

Subd. 18. [USED AND REREFINED MOTOR OILS.] Used motor oils are exempt. Rerefined
motor oils that meet American Petroleum Institute specificationsfor gasoline or diesel engines are
exempt. The exemption for rerefined motor ails expires July 1, 2007.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after June 30,
2003, and before July 1, 2007.

Sec. 8. Minnesota Statutes 2002, section 297A.67, is amended by adding a subdivision to read:

Subd. 31. [RECYCLED COPIER AND PRINTING PAPER.] Copier paper with a minimum
postconsumer recycled content of 30 percent by weight is exempt. Uncoated printing paper with a
minimum of 30 percent postconsumer recycled content by weight is exempt. Coated printing
paper with a minimum of ten percent postconsumer recycled content by weight is exempt. These
exemptions expire July 1, 2007.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after June 30,
2003, and before July 1, 2007.

Sec. 9. Minnesota Statutes 2002, section 297A.67, is amended by adding a subdivision to read:

Subd. 32. [SERVICE LOANER VEHICLE COVERED BY WARRANTY.] The loan of a
vehicle by a motor vehicle dealer to a customer as a replacement for a vehicle being serviced or
repaired is exempt if the vehicleisloaned pursuant to a warranty included in the original purchase
price of the vehicle being serviced or repaired.
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[EFFECTIVE DATE.] This section is effective the day following fina enactment.
Sec. 10. Minnesota Statutes 2002, section 297A.68, subdivision 36, is amended to read:

Subd. 36. [DELIVERY OR DISTRIBUTION CHARGES; PRINTED-MATERIALS DIRECT
MAIL.] Charges for the delivery or distribution of pnﬂtedrmatacralsrmeludmgmdwrduem
m@m dl rect mall are exempt |f (4.—) the chargeﬁ are separately stated%Z)Jehedelwei%er

on an |nv0|ce or smllar b|II|ng

document given to the purchaser.

[EFFECTIVE DATE.] This section is effective retroactively for delivery or distribution
charges on sales and purchases made after December 31, 2001.

Sec. 11. Minnesota Statutes 2002, section 297A.70, subdivision 8, is amended to read:

Subd. 8. [REGIONWIDE PUBLIC SAFETY RADIO COMMUNICATION SYSTEM,;
PRODUCTS AND SERVICES] Products and services including, but not limited to, end user
equipment used for construction, ownership, operation, maintenance, and enhancement of the
backbone system of the regionwide public safety radio communication system established under
sections 473.891 to 473.905, are exempt. For purposes of this subdivision, backbone system is
defined in section 473.891, subdivision 9. This subdivision is effective for purchases, sales,
storage, use, or consumption occurring before August 1, 2003 2005, in the counties of Anoka,
Carver, Dakota, Hennepin, Ramsey, Scott, and Washington.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 12. Minnesota Statutes 2002, section 297A.70, subdivision 16, is amended to read:

Subd. 16. [CAMP FEES.] Camp fees to camps or other recreation facilities owned and operated
by an exempt organization under section 501(c)(3) of the Internal Revenue Code are exempt if the
camps or facilities provide educational and social activities
under and at least 15 percent of the costs of operating and maintaining the camp are underwritten
by charitable contributions

[EFFECTIVE DATE.] This section is effective for sales and purchases made on or after June
30, 2003.

Sec. 13. Minnesota Statutes 2002, section 297A.71, subdivision 10, is amended to read:

Subd. 10. [AIRCRAFT HEAVY MAINTENANCE FACILITY.] Materials, equipment, and
supplies used or consumed in constructing a heavy maintenance facility for aircraft that is to be
owned by the state of Minnesota or one of its political subdivisions and leased by an airline
company, an aircraft repair company, or an alrcraft engi ne repaJr faC|I|ty deﬂ:rlbed in section
116R 02, subd|V|S|on 6, are exempt. E 5 ! 3

[EFFECTIVE DATE.] This section is effective for sales and purchases made on or after July
1, 2003.

Sec. 14. Minnesota Statutes 2002, section 297A.71, is amended by adding a subdivision to
read:

Subd. 32. [CONSTRUCTION MATERIALS;, MINNEAPOLIS PLANETARIUM.] Materias
and supplies used or consumed in the construction of a Minneapolis planetarium are exempt.

[EFFECTIVE DATE.] This section is effective for purchases made on or after January 1,
2002, and before July 1, 2006.

Sec. 15. Minnesota Statutes 2002, section 297A.71, is amended by adding a subdivision to
read:
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Subd. 33. [GUTHRIE THEATER.] Materias, equipment, and supplies used or consumed in
construction of the Guthrie Theater and the related parking garage are exempt.

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

Sec. 16. Minnesota Statutes 2002, section 297A.71, is amended by adding a subdivision to
read:

Subd. 34. [CHILDREN’'S THEATRE.] Materials, equipment, and supplies used or consumed
in construction of the Minneapolis Children’s Theatre are exempt.

[EFFECTIVE DATE.] This section is effective for sales and purchases made on or after July
1, 2003.

Sec. 17. Minnesota Statutes 2002, section 297A.71, is amended by adding a subdivision to
read:

Subd. 35. [WALKER ART CENTER.] Materials, equipment, and supplies used or consumed in
construction of the Walker Art Center are exempt if more than $70,000,000 is raised from private
sources to pay for a portion of the costs of the project.

[EFFECTIVE DATE.] This section is effective for purchases made on or after June 1, 2003.
Sec. 18. Minnesota Statutes 2002, section 297B.03, is amended to read:
297B.03 [EXEMPTIONS]

There is specifically exempted from the provisions of this chapter and from computation of the
amount of tax imposed by it the following:

(1) purchase or use, including use under a lease purchase agreement or installment sales
contract made pursuant to section 465.71, of any motor vehicle by the United States and its
agencies and instrumentalities and by any person described in and subject to the conditions
provided in section 297A.67, subdivision 11,

(2) purchase or use of any motor vehicle by any person who was a resident of another state or
country at the time of the purchase and who subsequently becomes a resident of Minnesota,
provided the purchase occurred more than 60 days prior to the date such person began residing in
the state of Minnesota and the motor vehicle was registered in the person’s name in the other state
or country;

(3) purchase or use of any motor vehicle by any person making a valid election to be taxed
under the provisions of section 297A.90;

(4) purchase or use of any motor vehicle previously registered in the state of Minnesota when
such transfer constitutes a transfer within the meaning of section 118, 331, 332, 336, 337, 338,
351, 355, 368, 721, 731, 1031, 1033, or 1563(a) of the Internal Revenue Code of 1986, as
amended through December 31, 1999;

(5) purchase or use of any vehicle owned by a resident of another state and leased to a
Minnesota based private or for hire carrier for regular use in the transportation of persons or
property in interstate commerce provided the vehicle is titled in the state of the owner or secured
party, and that state does not impose a sales tax or sales tax on motor vehicles used in interstate
commerce;

(6) purchase or use of a motor vehicle by a private nonprofit or public educational institution
for use as an instructional aid in automotive training programs operated by the institution.
"Automotive training programs' includes motor vehicle body and mechanical repair courses but
does not include driver education programs,

(7) purchase of a motor vehicle for use as an ambulance or to provide emergency medical
services by an ambulance service licensed under section 144E.10;
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(8) purchase of a motor vehicle by or for a public library, as defined in section 134.001,
subdivision 2, as a bookmobile or library delivery vehicle;

(9) purchase of a ready-mixed concrete truck;

(20) purchase or use of a motor vehicle by a town for use exclusively for road maintenance,
including snowplows and dump trucks, but not including automobiles, vans, or pickup trucks;

(11) purchase or use of a motor vehicle by a corporation, society, association, foundation, or
institution organized and operated exclusively for charitable, religious, or educational purposes,
except a public school, university, or library, but only if the vehicleis:

(i) atruck, as defined in section 168.011, a bus, as defined in section 168.011, or a passenger
automobile, as defined in section 168.011, if the automobile is designed and used for carrying
more than nine persons including the driver; and

(ii) 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;

(12) purchase of a motor vehicle for use by a transit provider exclusively to provide transit
serviceis exempt if the transit provider is either (i) receiving financial assistance or reimbursement
under section 174.24 or 473.384, or (ii) operating under section 174.29, 473.388, or 473.405.

[EFFECTIVE DATE.] This section is effective for sales and purchases made on or after July
1, 2003.

Sec. 19. Minnesota Statutes 2002, section 297B.035, is amended by adding a subdivision to
read:

Subd. 5. [USE BY DEALER.] If a motor vehicle dealer uses a vehicle, purchased for resalein
the ordinary course of business, other than for demonstration purposes, the dealer may elect to pay
the motor vehicle sales tax under this chapter or the use tax under chapter 297A based on the
reasonable rental value of the vehicle. If the motor vehicle dealer fails to report the use tax under
cﬂapter 297A, it is presumed that the dealer elected to pay the motor vehicle sales tax under this
chapter.

[EFFECTIVE DATE.] This section is effective for purchases made on or after July 1, 2003.

Sec. 20. Laws 1999, chapter 243, article 4, section 19, as amended by Laws 2001, First Special
Session chapter 5, article 12, section 88, is amended to read:

Sec. 19. [EFFECTIVE DATES]
Sections 1, 2, 5, 7, 9, and 11 are effective for sales and purchases made after June 30, 1999.
Section 3 is effective for amended returns and refund claims filed on or after July 1, 1999.

Section 4 is effective the day following final enactment and applies retroactively to al open tax
years and to assessments and appeals under Minnesota Statutes, sections 289A.38 and 289A.65,
for which the time limits have not expired on the date of final enactment of this act. The
provisions of Minnesota Statutes, section 289A.50, apply to refunds claimed under section 4.
Refunds claimed under section 4 must be filed by the later of December 31, 1999, or the time limit
under Minnesota Statutes, section 289A .40, subdivision 1.

Section 6 is effective retroactively for sales and purchases made after June 30, 1998.
Section 8 is effective for purchases and sales made after the date of final enactment.

Section 10 is effective for purchases made after the date of final enactment and before July 1,
2003 2005.
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Section 12 is effective the day after final enactment. Section 12, paragraphs (a) to (c), apply to
all local sales taxes enacted after July 1, 1999. Section 12, paragraph (d), appliesto all local sales
taxes in effect at the time of, or imposed after the day of, the enactment of this section.

Section 13 is effective the day following final enactment.
[EFFECTIVE DATE.] This section is effective the day following final enactment.

Sec. 21. Laws 2001, First Special Session chapter 5, article 12, section 67, the effective date, is
amended to read:

[EFFECTIVE DATE.] This section is effective for purchases and sales made after June 30,
2001, and before January-1,-2003 July 1, 2005.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 22. [STATE CONVENTION CENTER|]

(a) Building materials, supplies, or equipment used or consumed in constructing or equipping
improvements to a state convention center located in a city outside the metropolitan area as
defined in Minnesota Statutes, section 473.121, subdivision 2, and governed by an 11-person
board of which four are appointed by the governor are exempt if the improvements are financed in
whole or in part by nonstate resources including, but not limited to, revenue or genera obligations
issued by the state convention center board of the city in which the center is located. This
exemption applies regardless of whether the items are purchased by the owner or by a contractor,
subcontractor, or builder.

(b) This section isintended to clarify the original intent of Minnesota Statutes, section 297A.71,
subdivision 2.

[EFFECTIVE DATE.] This section is effective the day following final enactment and applies
retroactively to sales and purchases made after June 30, 1995, and before July 1, 2001.

Sec. 23. [REPEALER]

Laws 2002, chapter 377, article 9, section 12, the effective date, is repealed effective the day
following final enactment.

ARTICLE 2
LOCAL LODGING AND SALESTAX ARTICLE

Section 1. Laws 1980, chapter 511, section 1, subdivision 2, as amended by Laws 1991, chapter
291, article 8, section 22, and Laws 1998, chapter 389, article 8, section 25, is amended to read:

Subd. 2. Notwithstanding Minnesota Statutes, Section 477A.016, or any other law, ordinance,
or city charter provision to the contrary, the city of Duluth may, by ordinance, impose an
additional salestax of up to one and one-half percent on sales transactions which are described in
Minnesota Statutes 2000, Section 297A.01, Subdivision 3, Clause (¢). When the city council
determines that the taxes imposed under this subdivision and under section 26 at a rate of one-half
of one percent have produced revenue sufficient to pay (1) the debt service on bonds in a principal
amount of $8,000,000 issued for capital improvements to the Duluth Entertainment and
Convention Center, and (2) debt service on outstanding bonds originally issued in the principal
amount of $4,970,000 to finance capital improvements to the Great Lakes Aquarium since the
imposition of the taxes at the rate of one and one-half percent, the rate of the tax under this
subdivision is reduced to one percent. The imposition of this tax shall not be subject to voter
referendum under either state law or city charter provisions.

[EFFECTIVE DATE.] This section is effective the day after the governing body of the city of
Duluth and its chief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions
2 and 3.
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Sec. 2. Laws 1980, chapter 511, section 2, as amended by Laws 1998, chapter 389, article 8,
section 26, is amended to read:

Sec. 2. [CITY OF DULUTH; TAX ON RECEIPTS BY HOTELS AND MOTELS]

Notwithstanding Minnesota Statutes, Section 477A.016, or any other law, or ordinance, or city
charter provision to the contrary, the city of Duluth may, by ordinance, impose an additional tax of
one and one-half percent upon the gross receipts from the sale of lodging for periods of less than
30 days in hotels and motels located in the city. When the city council determines that the taxes
imposed under this section and section 25 at a rate of one-half of one percent have produced
revenue sufficient to pay (1) the debt service on bondsin a principal amount of $8,000,000 issued
for capital improvements for the Duluth Entertainment and Convention Center, and (2) the debt
service on outstanding bonds originally issued in the principal amount of $4,970,000 to finance
capital improvements to the Great Lakes Aquarium since the imposition of the taxes at the rate of
one and one-half percent, the rate of the tax under this section is reduced to one percent. The tax
shall be collected in the same manner as the tax set forth in the Duluth city charter, section 54(d),
paragraph one. The imposition of this tax shall not be subject to voter referendum under either
state law or city charter provisions.

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

Sec. 3. 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, is amended to
read:

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

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

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

(1) capita projects to further residential, cultural, commercial, and economic development in

both downtown St Paul and St Paul naghborhoods#h&amounkappo%qedﬂndepthis

(2) the operating expenses of cultural organizationsin the city, provided that the amount spent
under this clause maynet-execeed must equal ten percent of the total amount spent under this

paragraph in any year.

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

(d) If in any year more than 40 percent of the revenue derived from the tax authorized by
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subdivision 1 is used to pay debt service on the bonds issued 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 (b) ().

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

[EFFECTIVE DATE.] This section is effective for distributions after April 30, 2003.
Sec. 4. Laws 1996, chapter 471, article 2, section 29, is amended to read:
Sec. 29. [CITY OF HERMANTOWN; SALES AND USE TAX ]

Subdivision 1. [SALES AND USE TAX AUTHORIZED.] (a) Notwithstanding Minnesota
Statutes, section 477A.016, or any other contrary provision of law, ordinance, or city charter, the
city of Hermantown may, by ordinance, impose an additional sdles and use tax of up to one
percent on sales transactions, storage, and use taxable pursuant to Minnesota Statutes, chapter
297A, that occur within the city.

(b) The proceeds of the first one-half of one percent of tax imposed under this section must be
used to-meet-the-costs-of by the city for the following projects:

(1) extending a sewer interceptor line;

(2) construction of a booster pump station, reservoirs, and related improvements to the water
system; and

(3) construction of a police and fire station.

(c) Revenues received from the remaining one-half of one percent of the tax authorized under
this section must be used by the city to pay dl or part of the capital and administrative costs of
developing, acquiring, constructing, and initially furnishing and equipping for the following
projects.

(1) construction of a community recreation center;

(2) completion of a civic center services complex;

(3) construction and relocation of a new public works facility;

(4) construction of roads, street improvements, and other traffic control measures within the
city; an

(5) acquisition, construction, and improvement of parks and trails within the city.

(d) Authorized expenses include, but are not limited to, acquiring property, paying
construction, administrative, and operating expenses related to the development of the projects
listed in paragraph (c), paying debt service on bonds or other obligations, including lease
obligations, issued to finance construction, expansion, or improvement of the projects listed in
paragraph (c), and other compatible uses, including but not limited to, parking, lighting, and

landscaping.

Subd. 2. [REFERENDUM.] (@) If the Hermantown city council proposes to impose the sales
tax authorized by this section, it shall conduct a referendum on the issue.
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(b) If the Hermantown city council initially imposes the tax at a rate less than one percent and
proposes increasing it at a later date up to the authorized rate in subdivision 1, it shall conduct a
referendum on the increase.

(c) The question of imposing or increasing the tax must be submitted to the voters at a special
or general election. The tax may not be imposed unless a majority of votes cast on the question of
imposing the tax are in the affirmative. The commissioner of revenue shall prepare a suggested
form of question to be presented at the election. This subdivision applies notwithstanding any city
charter provision to the contrary.

Subd. 3. [ENFORCEMENT; COLLECTION; AND ADMINISTRATION OF TAXES] A
sales tax imposed under this section must be reported and paid to the commissioner of revenue
with the state sales taxes, and be subject to the same penalties, interest, and enforcement
provisions. The proceeds of the tax, less refunds and a proportionate share of the cost of
collection, shall be remitted at least quarterly to the city. The commissioner shall deduct from the
proceeds remitted an amount that equals the indirect statewide cost as well as the direct and
indirect department costs necessary to administer, audit, and collect the tax. The amount deducted
shall be deposited in the state general fund.

Subd. 3a. [BONDING AUTHORITY ] (a) The city may issue genera obligation bonds under
Minnesota Statutes, chapter 475, to finance the costs in subdivision 1, paragraph (c). The total
amount of bonds issued for the projects under subdivision 1, paragraph (c), may not exceed
$12,900,000 in the aggregate. An election to approve the bonds is not required.

(b) The bonds are not included in computing any debt limitation applicable to the city and the
levy of taxes under Minnesota Statutes, section 475.61, to pay principal of and interest on the
bonds is not subject to any levy limitation.

(c) The taxes authorized under this section may be pledged to and used for the payment of the
bonds and any bonds issued to refund them.

Subd. 4. [TERMINATION.] The portion of the tax authorized under-this section to finance the
improvements described in subdivision 1, paragraph (b), terminates at the later of (1) ten years
after the date of initial imposition of the tax, or (2) on the first day of the second month next
succeeding a determination by the city council that sufficient funds have been received from that

rtion of the tax dedicated to finance the those improvements described-in-subdivision-1,-clauses
mand to prepay or retire at maturity the principal, interest, and premium due on any bonds
issued for the improvements. The portion of the tax authorized to finance the improvements
described in subdivision 1, paragraph (c), terminates when the revenues raised are sufficient to
finance those improvements, up to an amount equa to $12,900,000 plus any interest, premium,
and other costs associated with the bonds issued under subdivision 3a. The city council may
terminate this portion of the tax earflier. Any funds remaining after completion of the
improvements and retirement or redemption of the bonds may be placed in the general fund of the
city.

Subd. 5. [LOCAL APPROVAL; EFFECTIVE DATE.] This section is effective the day after
fina enactment, upon compliance with Minnesota Statutes, section 645.021, subdivision 3, by the
city of Hermantown.

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

Sec. 5. Laws 1998, chapter 389, article 8, section 43, 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 by the city to pay for the cost of collecting and administering the taxes and to
pay for the following projects.

(1) transportation infrastructure improvements including beth regional highway and airport
improvements,
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(2) improvements to the civic center complex;

(3) a municipa water, sewer, and storm sewer project necessary to improve regional ground
water quality; and

(4) construction of a regiona recreation and sports center and associated other facilities
available for both community and student use; that are located on state-owned land at or adjacent
to the Rochester center.

The total amount of capital expenditures or bonds for these projects that may be paid from the
revenues raised from the taxes authorized in this section may not exceed $71,500,000
$111,500,000. The total amount of capital expenditures or bonds for the project in clause (4) that
may be paid from the revenues raised from the taxes authorized in this section may not exceed
$20,000,000 $28,000,000.

[EFFECTIVE DATE.] This section is effective the day after the governing body of Rochester
and its chief clerical officer timely complete their compliance with Minnesota Statutes, section
645.021, subdivisions 2 and 3.

Sec. 6. Laws 1998, chapter 389, article 8, section 43, subdivision 4, is amended to read:

Subd. 4. [BONDING AUTHORITY'.] (a) The city may issue bonds under Minnesota Statutes,
chapter 475, to finance the capital expenditure and improvement projects. An election to approve
the bonds under Minnesota Statutes, section 475.58, may be held in combination with the election
to authorize imposition of the tax under subdivision 1. Whether to permit imposition of the tax and
issuance of bonds may be posed to the voters as a single question. The question must state that the
salestax revenues are pledged to pay the bonds, but that the bonds are general obligations and will
be guaranteed by the city’s property taxes.

(b) The issuance of bonds under this subdivision is hot subject to Minnesota Statutes, section
275.60.

(c) The bonds are not included in computing any debt limitation applicable to the city, and the
levy of taxes under Minnesota Statutes, section 475.61, to pay principal of and interest on the
bonds is not subject to any levy limitation.

The aggregate principal amount of bonds, plus the aggregate of the taxes used directly to pay
eligible capital expenditures and improvements may not exceed $71,500,000 $111,500,000, plus
an amount equal to the costs related to issuance of the bonds.

(d) The taxes may be pledged to and used for the payment of the bonds and any bonds issued to
refund them, only if the bonds and any refunding bonds are general obligations of the city.

[EFFECTIVE DATE.] This section is effective the day after the governing body of Rochester
and its chief clerical officer timely complete their compliance with Minnesota Statutes, section
645.021, subdivisions 2 and 3.

Sec. 7. Laws 1999, chapter 243, article 4, section 18, subdivision 1, is amended to read:

Subdivision 1. [SALES AND USE TAX.] (a) Notwithstanding Minnesota Statutes, section
297A.48;-subdivision-1a, 477A.016, or any other provision of law, ordinance, or city charter, if
approved by the city voters at the first municipal general dlection held after the date of final
enactment of this act or at a special election held November 2, 1999, the city of Proctor may
impose by ordinance a sales and use tax of up to one-half of one percent for the purposes specified
in subdivision 3, Qar@r%[gh (8). The provisions of Minnesota Statutes, section 297A-48 297A.99,
gol\J/dem the imposition, administration, collection, and enforcement of the tax authorized under this
subdivision.

(b) The city of Proctor may impose by ordinance an additional sales and use tax of up to
one-half of one percent if approved by the city voters at a general election or at a specia election
held for this purpose. The revenues received from this additional tax must be used for the purposes
specified in subdivision 3, paragraph (b).
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[EFFECTIVE DATE.] This section is effective the day following final enactment, upon
compliance by the city of Proctor with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 8. Laws 1999, chapter 243, article 4, section 18, subdivision 3, is amended to read:

Subd. 3. [USE OF REVENUES] (a) Revenues received from taxes authorized by subdivisions
1, paragraph (a), and 2 must be used by the city to pay the cost of collecting the taxes and to pay
for construction and improvement of the following city facilities

(1) streets; and
(2) constructing and equipping the Proctor community activity center.

Authorized expenses include, but are not limited to, acquiring property, paying construction
and operating expenses related to the development of an authorized facility, and paying debt
service on bonds or other obligations, including lease obligations, issued to finance the
construction, expansion, or improvement of an authorized facility. The capital expenses for all
projects authorized under this paragraph that may be paid with these taxes is limited to
$3,600,000, plus an amount equal to the costs related to issuance of the bonds.

(b) Revenues received from taxes authorized by subdivision 1, paragraph (b), must be used by
the city to pay the cost of collecting the taxes and for construction and improvements of city
streets, public utilities, sddewalks, bikeways, and trails.

[EFFECTIVE DATE.] This section is effective the day following final enactment, upon
compliance by the city of Proctor with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 9. Laws 1999, chapter 243, article 4, section 18, subdivision 4, is amended to read:

Subd. 4. [BONDING AUTHORITY'.] (a) The city may issue bonds under Minnesota Statutes,
chapter 475, to finance the capital expenditure and improvement projects described in subdivision
3. An €election to approve the bonds under Minnesota Statutes, section 475.58, is not required.

(b) The issuance of bonds under this subdivision is not subject to Minnesota Statutes, sections
275.60 and 27961 275.61.

(c) The bonds are not included in computing any debt limitation applicable to the city, and the
levy of taxes under Minnesota Statutes, section 475.61, to pay principal of and interest on the
bonds is not subject to any levy limitation.

(d) For projects described in subdivision 3, paragraph (a), the aggregate principal amount of
bonds, plus the aggregate of the taxes used directly to pay eligible capital expenditures and
improvements, may not exceed $3,600,000, plus an amount equal to the costs related to issuance
of the bonds, including interest on the bonds. For projects described in subdivision 3, paragraph
(b), the aggregate principal amount of bonds may not exceed $7,200,000, plus an amount equal to
the costs related to issuance of the bonds, including interest on the bonds.

(e) The sales and use and excise taxes authorized in this section may be pledged to and used for
the payment of the bonds and any bonds issued to refund them only if the bonds and any refunding
bonds are general obligations of the city.

[EFFECTIVE DATE.] This section is effective the day following final enactment, upon
compliance by the city of Proctor with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 10. [CITY OF BEAVER BAY; TAXES AUTHORIZED.]

Subdivison 1. [SALES AND USE TAXES] Notwithstanding Minnesota Statutes, section
477A.016, or any other provision of law or ordinance, if approved by the voters of the city at the
next genera election held after the date of final enactment of this act, the city of Beaver Bay may
impose by ordinance a sales and use tax at arate of up to one percent for the purposes specified in
subdivision 2. The provisions of Minnesota Statutes, section 297A.99, govern the imposition,
administration, collection, and enforcement of the tax authorized under this subdivision.
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Subd. 2. [USE OF REVENUES.] The revenues received from taxes authorized by subdivision
1 must be used to pay the bonded indebtedness on the city community building and to provide
funding for recreationa facilities, the upgrading of the water and sewer system, upgrading and
replacement of fire equipment, and improvement of streets.

Subd. 3. [TERMINATION OF TAXES.] The authority granted under subdivision 1 to the city
of Beaver Bay to impose sales and use taxes expires when the city council determines that the
amount of revenue received to pay the costs of the projects described in subdivision 2 shall meet
or exceed $1,500,000. Any funds remaining after completion of the projects may be placed in the
general fund of the city. The tax imposed under subdivision 1 may expire at an earlier time if the
city so determines by ordinance.

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

Sec. 11. [CITY OF BEMIDJ ]

Subdivision 1. [SALES AND USE TAX AUTHORIZED.] Notwithstanding Minnesota
Statutes, section 477A.016, or any other provision of law, ordinance, or city charter, pursuant to
the approval of the city voters at the genera election held on November 5, 2002, the city of
Bemidji may impose by ordinance a sales and use tax of one-half of one percent for the purposes
specified in subdivision 2. The provisions of Minnesota Statutes, section 297A.99, govern the
|mé)é)_s_t|pn, administration, collection, and enforcement of the tax authorized under this
subdivision.

Subd. 2. [USE OF REVENUES.] Revenues received from the tax authorized by subdivision 1
must be used for the cost of collecting and administering the tax and to pay al or part of the
capital or administrative costs of the acquisition, construction, and improvement of parks and trails
within the city, as provided for in the city of Bemidji’s parks, open space and trail system plan,
adopted by the Bemidii city council on November 21, 2001. Authorized expenses include, but are
not limited to, acquiring property, paying construction expenses related to the development of
these facilities and improvements and securing and paying debt service on bonds or other
obligationsissued to finance acquisition, construction, improvement, or development of parks and
trails within the city of Bemidji.

Subd. 3. [BONDS.] Pursuant to the approval of the city voters at the general election held on
November 5, 2002, the city of Bemidji may issue without additional €lection general obligation
bonds of the city in an amount not to exceed $9,826,000 to pay capital and administrative
expenses for the acquisition, construction, improvement, and development of parks and trails as
specified in subdivision 2. The debt represented by the bonds must not be included in computing
any debt limitations applicable to the city, and the Tevy of taxes required by Minnesota Statutes,
section 475.61, to pay the principal of any interest on the bonds must not be subject to any levy
limitations or be included in computing or applying any levy limitation applicable to the city.

Subd. 4. [TERMINATION OF TAX.] The tax imposed under subdivision 1 expires when the
Bemidiji city council determines that the amount described in subdivision 3 has been received from
the tax to finance the capital and administrative costs for acquisition, construction, improvement,
and development of parks and trails and to repay or retire at maturity the principal, interest, and
premium due on any bonds issued for the park and trail improvements under subdivision 3. Any
funds remaining after completion of the park and trail improvements and retirement or redemption
of the bonds may be placed in the general fund of the city. The tax imposed under subdivision 1
may expire at an earlier time if the city so determines by ordinance.

Subd. 5. [EXEMPTION.] Products and services used for repair or maintenance of aircraft are
exempt from the taxes imposed under this section.

[EFFECTIVE DATE.] This section is effective the day after compliance by the governing
body of the city of Bemidji with Minnesota Statutes, section 645.021, subdivision 3.
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Sec. 12. [CITY OF CLOQUET; TAXES AUTHORIZED.]

Subdivison 1. [SALES AND USE TAX.] Notwithstanding Minnesota Statutes, section
477A.016, or any other provision of law, ordinance, or city charter, if approved by the voters
pursuant to Minnesota Statutes, section 297A.99, the city of Cloguet may impose by ordinance a
sales and use tax of up to one-half of one percent for the purpose specified in subdivision 3. The
provisions of Minnesota Statutes, section 297A.99, govern the imposition, administration,
collection, and enforcement of the tax authorized under this subdivision.

Subd. 2. [EXCISE TAX AUTHORIZED.] Notwithstanding Minnesota Statutes, section
477A.016, or any other provision of law, ordinance, or city charter, the city of Cloquet may
impose by ordinance, for the purposes specified in subdivision 3, an excise tax of up to $20 per
motor vehicle, as defined by ordinance, purchased or acquired from any person engaged within the
city in the business of selling motor vehicles at retall.

Subd. 3. [USE OF REVENUES.] Revenues received from taxes authorized by subdivisions 1
and 2 must be used by the city to pay the cost of collecting the taxes and to pay for the following
projects:

(1) construction and implementation of riverfront task force park improvements including
Veteran's Park; and

(2) extension of water and sewer lines and other improvements to city infrastructure necessary
for construction of a city industrial park.

Authorized expensesinclude, but are not limited to, acquiring property and 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.

Subd. 4. [BONDING AUTHORITY.] (a) The city may issue bonds under Minnesota Statutes,
chapter 475, to pay capital and administrative expenses for the improvements described in
subdivision 3 in an amount that does not exceed $6,000,000. An election to approve the bonds
under Minnesota Statutes, section 475.58, is not required.

(b) The issuance of bonds under this subdivision is not subject to Minnesota Statutes, sections
275.60 and 275.61.

(c) The debt represented by the bonds is not included in computing any debt limitation
applicable to the city, and any levy of taxes under Minnesota Statutes, section 475.61, to pay
principal of and interest on the bonds is not subject to any levy limitation.

Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under subdivisions 1 and 2 expire
at the earlier of (1) 12 years, or (2) when the city council determines that sufficient funds have
been received from the taxes to finance the capital and administrative costs of the improvements
described in subdivision 3, plus the additional amount needed to pay the costs related to issuance
of bonds under subdivision 4, including interest on the bonds. Any funds remaining after
completion of the project and retirement or redemption of the bonds may be placed in the general
fund of the city. The taxes imposed under subdivisions 1 and 2 may expire at an earlier timeif the
city so determines by ordinance.

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

Sec. 13. [CITY OF HOPKINS; FOOD AND BEVERAGE TAX.]

Subdivision 1. [SALES AND USE TAX.] Notwithstanding Minnesota Statutes, section
477A.016, or any ordinance, city charter, or other provision of law, the city of Hopkins may, by
ordinance, impose a sales tax of up to one percent on the gross receipts of all food and beverages,
including on-sale intoxicating beverages and fermented malt beverages, sold at licensed on-sale
liquor establishments restaurants, or other places of refreshment Tocated within the geographic
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boundaries of the city. The imposition of this tax is subject to the referendum reguirement in
subdivision 3.

Subd. 2. [USE OF PROCEEDS FROM FOOD AND BEVERAGE TAX.] The proceeds of any
tax imposed under subdivision 1 shall be used by the city to fund public arts purposes. Authorized
expenses include, but are not limited to, expenses related to public art facilities, community or
public arts projects, or purchase or acquisition of art for public purposes.

Subd. 3. [REFERENDUM.] The tax must not be imposed until it has been submitted to the
voters at agenera or special election and a majority of votes cast on the question of approving the
imposition of the tax is in the affirmative.

Subd. 4. [ENFORCEMENT, COLLECTION, AND ADMINISTRATION OF THE TAX.] The
tax shall be collected and administered in the same manner as general local sales taxes under
Minnesota Statutes, section 297A.99, subdivision 9.

Subd. 5. [EXPIRATION.] The tax imposed under this section expires five years after it first
becomes effective.

[EFFECTIVE DATE.] This section is effective upon approval by the city of Hopkins city
council and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 14. [LODGING TAX; ITASCA COUNTY AUTHORITY ]

Notwithstanding Minnesota Statutes, section 469.190, subdivisions 1 and 4, no town located in
Itasca county may impose the local lodging tax authorized in Minnesota Statutes, section 469.190,
but the county of Itasca may impose the Tocal Todging tax authorized in that section in al towns
and unorganized territories within the county. Any existing taxes imposed by atown in that county
will expire the day that a county tax is imposed under this section.

If the county board exercises the authority under this section, it must determine by resolution
that imposition of the tax is in the county’s Interest. The resolution is subject to the same nhotice
and reverse referendum requirements that would apply under Minnesota Statutes, section 469.190,
subdivision 5, if the county was only imposing the tax in an unorganized territory. The provisions
of Minnesota Statutes, section 469.190, subdivisions 2, 3, 6, and 7, also apply to a tax imposed
under this section.

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

Sec. 15. [CITY OF MEDFORD; SALES AND USE TAX.]

Subdivison 1. [SALES AND USE TAX AUTHORIZED.] Notwithstanding Minnesota
Statutes, section 477A.016, or any other provision of law, ordinance, or city charter, the city of
Medford may, by ordinance, impose a sales and use tax of one-half of one percent for the purposes
specified in subdivision 2. Except as otherwise specificaly provided, the provisions of Minnesota
Statutes, section 297A.99, govern the imposition, administration, collection, and enforcement of
the tax authorized under this subdivision.

Subd. 2. [USE OF REVENUES.] The proceeds of the tax imposed under this section must be
used to pay up to $5,000,000 in costs related to improving the city’s wastewater system and
wastewater treatment plant.

Subd. 3. [REFERENDUM.] If the Medford city council proposes to impose the tax authorized
by this section, the question of imposing the tax must be submitted to the voters at the next general
election. The tax may not be imposed unless the majority of votes cast on the question of imposing
the tax are in the affirmative. The commissioner of revenue shall prepare a suggested form of the
guestion to be presented at the election. The question must state that the sales tax revenues would
be pledged to pay any bonds issued under subdivision 4 and that these bonds are guaranteed by the
City’s property taxes.
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Subd. 4. [BONDING AUTHORITY'.] (a) The city may issue bonds under Minnesota Statutes,
chapter 475, to finance the capital expenditure and improvement projects authorized under
subdivision 2. The total amount of bonds issued for the projects listed in subdivision 2 may not
exceed $5,000,000 in aggregate. An €election to approve the bonds, as required under Minnesota
Statutes, section 475.58, Is not required.

(b) The issuance of the bonds under this subdivision is not subject to Minnesota Statutes,
sections 275.60 and 275.61.

(c) The bonds are not included in computing any debt limitation applicable to the city, and the
levy of taxes under Minnesota Statutes, section 475.61, to pay the principal of and interest on the
bonds is not subject to any Tevy limitation.

(d) The taxes authorized under this section may be pledged to and used for the payment of the
bonds and any bonds issued to refund them only it the bonds and any refunding bonds are general
obligations of the city.

Subd. 5. [TERMINATION OF TAXES.] The taxes imposed under this section expire at the
earlier of (1) 20 years after the taxes are first imposed, or (2) when the city council first determines
that the amount of revenues raised to pay for the projects under subdivision 2 shall meet or exceed
the sum of $5,000,000, plus an amount equal to the costs related to the issuance of bonds under
subdivision 4. Any funds remaining after completion of the projects and retirement or redemption
of the bonds may be placed in the genera funds of the city.

[EFFECTIVE DATE.] This section is effective the day after compliance with the governing
body of the city of Medford with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 16. [CITY OF NEWPORT; LODGING TAX.]

Subdivision 1. [LODGING TAX.] Notwithstanding Minnesota Statutes, section 477A.016, or
any ordinance, city charter, or other provision of law, the city of Newport may, by ordinance,
impose a tax of up to three percent upon the gross receipts from the sale of lodging for periods of
less than 30 days in hotels and motelsTocated in the city. The tax does not apply to the furnishing
of Todging by a business having Iess than 25 Todging rooms. The total amount of taxes imposed
under this section and under Minnesota Statutes, section 469.190, shall not exceed three percent.

Subd. 2. [USE OF PROCEEDS.] The proceeds of any tax imposed in subdivision 1 shall be
used by the city to fund economic development and redevelopment of the city. Authorized
exgensels include, but are not limited to, acquisition and development costs of open space, parks,
and trails.

Subd. 3. [ENFORCEMENT, COLLECTION, AND ADMINISTRATION.] The tax shall be
collected and administered in the same manner as local lodging taxes under Minnesota Statutes,
section 469.190.

[EFFECTIVE DATE.] This section is effective upon approval by the Newport city council
and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 17. [CITY OF PARK RAPIDS]

Subdivision 1. [SALES AND USE TAX AUTHORIZED.] Notwithstanding Minnesota
Statutes, section 477A.016, or any other provision of law, ordinance, or city charter, pursuant to
the approva of the city voters at the next generd election or at a specia election held for this
purpose, the city of Park Rapids may impose by ordinance a sales and use tax of one percent for
the purposes specified in subdivision 2. The provisions of Minnesota Statutes, section 297A.99,
gogldern the imposition, administration, collection, and enforcement of the tax authorized under this
subdivision.

Subd. 2. [USE OF REVENUES.] Revenues received from the tax authorized by subdivision 1
must be used for the cost of collecting and administering the tax and to pay dl or part of the
capital or administrative costs of the development, acquisition, construction, and improvement of
the following projects.
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(1) two-thirds of the cost of construction and operation of a community center that may include
a senior citizen center, fitness center, swimming pool, meeting rooms, indoor track, and
racquetball, basketball, and tennis courts, provided that an amount equal to one-third of the cost of
construction is received from private sources,

(2) capital improvement projects including, but not limited to, installation of water, sewer,
storm sewer, street improvements, new city water tower and well, costsrelated to improvementsto
marked trunk highway 34; and

(3) park improvements.

Authorized expenses include, but are not limited to, acquiring property, paying construction
expenses related to the development of these facilities and improvements, and securing and paying
debt service on bonds or other obligations issued to finance acquisition, construction,
improvement, or development.

Subd. 3. [BONDS.] Pursuant to the approval of the city voters to impose the tax authorized in
subdivision 1, the city of Park Rapids may issue without an additional election general obligation
bonds of the city to pay capital and administrative expenses for the acquisition, construction,
improvement, and development of the projects specified in subdivision 2. The debt represented by
the bonds must not be included in computing any debt limitations applicable to the city, and the
levy of taxes required by Minnesota Statutes, section 475.61, to pay the principal or any interest on
the bonds must not be subject to any levy limitations or be included in computing or applying any
levy Timitation applicable to the city.

Subd. 4. [TERMINATION OF TAX.] The tax imposed under subdivision 1 expires the earlier
of July 1, 2023, or when the city council determines that sufficient revenues have been received to
retire the bonds in subdivision 3. Any funds remaining after completion of the projects specifiedin
subdivision 2 and retirement or redemption of the bonds may be placed in the general fund of the
city. The tax imposed under subdivision 1 may expire at an earlier time if the city so determines

by ordinance.

[EFFECTIVE DATE.] This section is effective the day after compliance by the governing
body of the city of Park Rapids with Minnesota Statutes, section 645.021, subdivision 3.

ARTICLE 3
PROPERTY TAX

Section 1. Minnesota Statutes 2002, section 216B.2424, subdivision 5, is amended to read:

Subd. 5. [MANDATE.] (&) A public utility, as defined in section 216B.02, subdivision 4, that
operates a nuclear-powered electric generating plant within this state must construct and operate,
purchase, or contract to construct and operate (1) by December 31, 1998, 50 megawatts of electric
energy installed capacity generated by farm-grown closed-loop biomass scheduled to be
operational by December 31, 2001; and (2) by December 31, 1998, an additional 75 megawatts of
installed capacity so generated scheduled to be operational by December 31, 2002.

(b) Of the 125 megawatts of biomass electricity installed capacity required under this
subdivision, no more than 50 megawatts of this capacity may be provided by a facility that uses
poultry litter as its primary fuel source and any such facility:

(1) need not use biomass that complies with the definition in subdivision 1;

(2) must enter into a contract with the public utility for such capacity, that has an average
purchase price per megawatt hour over the life of the contract that is equal to or less than the
average purchase price per megawatt hour over the life of the contract in contracts approved by
the public utilities commission before April 1, 2000, to satisfy the mandate of this section, and file
that contract with the public utilities commission prior to September 1, 2000; and

(3) must schedule such capacity to be operational by December 31, 2002.
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(c) Of the total 125 megawatts of biomass electric energy installed capacity required under this
section, no more than 75 megawatts may be provided by a single project.

(d) Of the 75 megawatts of biomass electric energy installed capacity required under paragraph
(@), clause (2), no more than 25 megawatts of this capacity may be provided by a St. Paul district
heating and cooling system cogeneration facility utilizing waste wood as a primary fuel source.
The St. Paul district heating and cooling system cogeneration facility need not use biomass that
complies with the definition in subdivision 1.

(e) The public utility must accept and consider on an equal basis with other biomass proposals.

(1) aproposal to satisfy the requirements of this section that includes a project that exceeds the
megawatt capacity requirements of either paragraph (a), clause (1) or (2), and that proposesto sell
the excess capacity to the public utility or to other purchasers, and

(2) aproposal for anew facility to satisfy more than ten but not more than 20 megawatts of the
electrical generation requirements by a small business-sponsored independent power producer
facility to be located within the northern quarter of the state, which means the arealocated north of
Constitutional Route No. 8 as described in section 161.114, subdivision 2, and that utilizes
biomass residue wood, sawdust, bark, chipped wood, or brush to generate electricity. A facility
described in this clause is not required to utilize biomass complying with the definition in
subdivision 1, but must have the capacity required by this clause operational by December 31,
2002 2005.

(f) If apublic utility files a contract with the commission for electric energy installed capacity
that uses poultry litter asits primary fuel source, the commission must do a preliminary review of
the contract to determine if it meets the purchase price criteria provided in paragraph (b), clause
(2), of this subdivision. The commission shall perform its review and advise the parties of its
determination within 30 days of filing of such a contract by a public utility. A public utility may
asubmit by September 1, 2000, a revised contract to address the commission’s preliminary

etermination.

(g) The commission shall finally approve, modify, or disapprove no later than July 1, 2001, all
contracts submitted by a public utility as of September 1, 2000, to meet the mandate set forth in
this subdivision.

(h) If a public utility subject to this section exercises an option to increase the generating
capacity of a project in a contract approved by the commission prior to April 25, 2000, to satisfy
the mandate in this subdivision, the public utility must notify the commission by September 1,
2000, that it has exercised the option and include in the notice the amount of additional megawatts
to be generated under the option exercised. Any review by the commission of the project after
exercise of such an option shall be based on the same criteria used to review the existing contract.

(i) A facility specified in this subdivision qualifies for exemption from property taxation under
section 272.02, subdivision 43.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 2. Minnesota Statutes 2002, section 270B.12, is amended by adding a subdivision to read:

Subd. 13. [COUNTY ASSESSORS; CLASS 1B HOMESTEADS] The commissioner may
disclose to a county assessor, and to the assessor’s designated agents or employees, a listing of
parcels of property qualifying for the class 1b property tax classification under section 273.13,
subdivision 22.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 3. Minnesota Statutes 2002, section 272.02, subdivision 26, is amended to read:

Subd. 26. [LOW-INCOME HOUSING.] A structure that is situated on real property is exempt
if it is used for:
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(i) housing for the elderly or for low- and moderate-income families as defined in Title 11 of the
National Housing Act, as amended through December 31, 1990, and funded by a direct federal
loan or federally insured loan made pursuant to Title |1 of the act; or

(i) housing lower income families or elderly or handicapped persons, as defined in Section 8 of
the United States Housing Act of 1937, as amended.

In order for a structure to be exempt under item (i) or (ii), it must aso meet each of the
following criteria:

(A) isowned by an entity which is operated as a nonprofit corporation organized under chapter
317A,;

(B) is owned by an entity which has not entered into a housing assistance payments contract
under Section 8 of the United States Housing Act of 1937, or, if the entity which owns the
structure has entered into a housing assistance payments contract under Section 8 of the United
States Housing Act of 1937, the contract provides assistance for less than 90 percent of the
dwellin%l units in the structure, excluding dwelling units intended for management or maintenance
personnel;

(C) operates an on-site congregate dining program in which participation by residents is
mandatory, and provides assisted living or similar social and physical support services for
residents, and

(D)(1) was not assessed and did not pay tax under chapter 273 prior to the 1991 levy, while
meeting the other conditions of this subdivision; or

(2) is physically attached to a church exempt from taxation under subdivision 6, and not less
than 30 percent of the units therein are occupied by individuals or families whose annual income
does not exceed 50 percent of the median family income, as most recently established by the
United States Department of Housing and Urban Development for the applicable standard
metropolitan statistical area, adjusted for family size.

An exemption under this subdivision remains in effect for taxes levied in each year or partia
year of the term of its permanent financing.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 4. Minnesota Statutes 2002, section 272.02, subdivision 31, is amended to read:

Subd. 31. [BUSINESS INCUBATOR PROPERTY.] Property owned by a nonprofit charitable
organization that qualifies for tax exemption under section 501(c)(3) of the Internal Revenue Code
of 1986, as amended through December 31, 1997, that is intended to be used as a business
incubator in a high-unemployment county, is exempt. As used in this subdivision, a "business
incubator" is a facility used for the development of nonretail businesses, offering access to
equipment, space, services, and advice to the tenant businesses, for the purpose of encouraging
economic development, diversification, and job creation in the area served by the organization,
and "high-unemployment county” is a county that had an average annua unemployment rate of
7.9 percent or greater in 1997. Property that qualifies for the exemption under this subdivision is
limited to no more than two contiguous parcels and structures that do not exceed in the aggregate
40,000 square feet. This exemption expires after taxes payable in 2005 2011.

Sec. 5. Minnesota Statutes 2002, section 272.02, subdivision 47, is amended to read:

Subd. 47. [POULTRY LITTER BIOMASS GENERATION FACILITY; PERSONAL
PROPERTY.] Notwithstanding subdivision 9, clause (a), attached machinery and other persona
property which is part of an electrica generating facility that meets the requirements of this
subdivision is exempt. At the time of construction, the facility must:

(1) be designed to utilize poultry litter as a primary fuel source; and
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(2) be constructed for the purpose of generating power at the facility that will be sold pursuant
to a contract approved by the public utilities commission in accordance with the biomass mandate
imposed under section 216B.2424.

Construction of the facility must be commenced after January 1, 2000 2003, and before
December 31, 2002 2003. 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 taxes levied in 2004, payable in 2005, and
thereafter.

Sec. 6. Minnesota Statutes 2002, section 272.02, subdivision 53, is amended to read:

Subd. 53. [ELECTRIC GENERATION FACILITY; PERSONAL PROPERTY.]
Notwithstanding subdivision 9, clause (a), attached machinery and other personal property which
is part of a 3.2 megawatt run-of-the-river hydroelectric generation facility and that meets the
requirements of this subdivision is exempt. At the time of construction, the facility must:

(2) utilize two turbine generators at a dam site existing on March 31, 1994;

(2) be located on publicly owned land and within 1,500 feet of a 13.8 kilovolt distribution
substation; and

(3) be €eligible to receive a renewable energy production incentive payment under section
216C.41.

Construction of the facility must be commenced after January 1, 2002, and before January 1,
2004 2005. 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.

Sec. 7. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:

Subd. 56. [ELECTRIC GENERATION FACILITY PERSONAL PROPERTY.] (&
Notwithstanding subdivision 9, clause (a), attached machinery and other personal property which
is part of a combined-cycle combustion-turbine electric generation facility that exceeds 150
megawaits of installed capacity and that meets the requirements of this subdivision is exempt. At
the time of construction, the facility must:

(2) utilize natural gas as a primary fuel;

(2) be owned by an electric generation and transmission cooperative,

(3) be located within ten miles of parallél existing 24-inch and 30-inch natural gas pipelinesand
a 345-kilovalt high-voltage electric transmission line;, and

(4) be designed to provide intermediate energy and ancillary services, and have received a
certificate of need under section 216B.243, demonstrating demand for its capacity.

(b) Construction of the facility must be commenced after January 1, 2004, and before January
1, 2009. Property digible for this exemption does not include electric transmission lines and
interconnections or gas pipelines and interconnections appurtenant to the property or the facility.

(c) The exemption under this section will take effect only if the owner of the facility entersinto
agreements with the governing bodies of the county and the city or town in which the facility is
located. The agreements may include a requirement that the facility must pay a host fee to
compensate the county and city or town for hosting the facility.

[EFFECTIVE DATE.] This section is effective for taxes levied in 2005, payable in 2006, and
thereafter.

Sec. 8. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:
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Subd. 57. [ELECTRIC GENERATION FACILITY PERSONAL PROPERTY.] (@)
Notwithstanding subdivision 9, clause (a), attached machinery and other personal property which
is part of a combined-cycle combustion-turbine electric generation facility that exceeds 550
megawaits of installed 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 an existing natural gas pipeline and within four miles of an
existing electrical transmission substation; and

(4) be designed to provide energy and ancillary services and have received a certificate of need
under section 216B.243.

(b) Construction of the facility must be commenced after January 1, 2004, and before January
1, 2007. Property €eligible for this exemption does not include electric transmission lines and
interconnections or gas pipelines and interconnections appurtenant to the property or the facility.

[EFFECTIVE DATE.] This section is effective for assessment year 2005, taxes payable in
2006, and thereafter.

Sec. 9. Minnesota Statutes 2002, section 273.01, is amended to read:
273.01 [LISTING AND ASSESSMENT, TIME.]

All real property subject to taxation shall be listed and at least one-fourth one-fifth of the
parcels listed shall be appraised each year with reference to their value on January 2 preceding the
assessment so that each parcel shall be reappraised at maximum intervals of feur five years. All
real property becoming taxable in any year shall be listed with reference to its value on January 2
of that year. Except as provided in this section and section 274.01, subdivision 1, al real property
assessments shall be completed two weeks prior to the date scheduled for the local board of
review or equalization. No changes in valuation or classification which are intended to correct
errors in judgment by the county assessor may be made by the county assessor after the board of
review or the county board of equalization has adjourned; however, corrections of errors that are
merely clerical in nature or changes that extend homestead treatment to property are permitted
after adjournment until the tax extension date for that assessment year. Any changes made by the
assessor after adjournment must be fully documented and maintained in a file in the assessor’s
office and shall be available for review by any person. A copy of any changes made during this
period shall be sent to the county board no later than December 31 of the assessment year. In the
event a valuation and classification is not placed on any rea property by the dates scheduled for
the local board of review or equalization the valuation and classification determined in the
preceding assessment shall be continued in effect and the provisions of section 273.13 shall, in
such case, not be applicable, except with respect to real estate which has been constructed since
the previous assessment. Real property containing iron ore, the fee to which is owned by the state
of Minnesota, shall, if leased by the state after January 2 in any year, be subject to assessment for
that year on the value of any iron ore removed under said lease prior to January 2 of the following
year. Personal property subject to taxation shall be listed and assessed annually with reference to
its value on January 2; and, if acquired on that day, shall be listed by or for the person acquiring it.

[EFFECTIVE DATE.] This section is effective for assessments on or after January 2, 2004.
Sec. 10. Minnesota Statutes 2002, section 273.08, is amended to read:
273.08 [ASSESSOR’S DUTIES]

The assessor shall actually view, and determine the market value of each tract or lot of real
property listed for taxation, including the value of all improvements and structures thereon, at
maximum intervals of feur five years and shall enter the value opposite each description.
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[EFFECTIVE DATE.] This section is effective for assessments on or after January 2, 2004.
Sec. 11. Minnesota Statutes 2002, section 273.11, is amended by adding a subdivision to read:

Subd. 21. [VALUATION EXCLUSION FOR LEAD PAINT REMOVAL.] Owners of
property classified as class 1a, 1b, 1c, 2a, 4b, or 4bb under section 273.13 may apply for a
valuation exclusion under this subdivision, provided that the property islocated in a city which has
authorized valuation exclusions under this subdivision. A city which authorizes valuation
exclusions under this subdivision must establish guidelines for qualifying Tead paint removal
projects and must designate an agency within the city to issue certificates of completion of
qualifying projects.

The property owner must obtain a certificate from the city stating that the project has been
completed and the cost incurred by the owner in completing the project. Only projects originating
after April 1, 2003, may qudify for exclusion under this subdivision. The property owner shall
apply for a valuation exclusion to the assessor on a form prescribed by the assessor.

A qualifying property is eligiblefor a valuation exclusion equal to 50 percent of the actual costs
incurred, to a maximum exclusion of $10,000, for a period of five years. The valuation exclusion
shall terminate upon the sale of the property. If a property owner applies for exclusion under this
subdivision between January 1 and June 30 of any year, the exclusion shall first apply for taxes
payable in the following year. If a property owner applies for exclusion under this subdivision
between July 1 and December 31 of any year, the exclusion shall first apply for taxes payable in
the second following year.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and subsequent
years.

Sec. 12. Minnesota Statutes 2002, section 273.11, is amended by adding a subdivision to read:

Subd. 22. [VALUATION OF CLASS 4D CERTIFIED PROPERTY.] In determining the
market value of class 4d rental property certified under section 462A.071, the assessor shall
reduce the value of the property by its restricted use value. "Restricted use value' is the amount of
market value reduction that results from the restrictions on uses that qualify the property for
certification as class 4d under section 273.13, subdivision 25, paragraph (e). The assessor shall
determine the restricted use value of the property using guidelines set by the commissioner of
revenue.

[EFFECTIVE DATE.] This section is effective for taxes levied in 2003, payable in 2004, and
thereafter.

Sec. 13. Minnesota Statutes 2002, section 273.11, is amended by adding a subdivision to read:

Subd. 23. [VALUATION EXCLUSION FOR SEWAGE TREATMENT SYSTEM
IMPROVEMENTS] Owners of property classified as class 1a, 1b, 1c, 2a, 4b, 4bb, or
noncommercial 4c under section 273.13 may apply for a vauation exclusion under this
subdivision, provided that the following conditions are met:

(1) anotice of noncompliance has been issued by a licensed compliance inspector with regard
to the individual sewage treatment system serving the property under section 115.55, subdivision
5b;

(2) the owner of the property furnishes documentation to the satisfaction of the assessor that the
property’ s individual sewage treatment system has been replaced or refurbished between January
1, 2003, and December 31, 2007; and

(3) acertificate of compliance has been issued for the new or refurbished system under section
115.55, subdivision 5.

Application shal be made to the assessor on a form prescribed by the assessor. Property
meeting the requirements above shall be eligible for a valuation exclusion equal to 50 percent of
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the actual costs incurred, to a maximum exclusion of $7,500, for a period of five years. The
valuation exclusion shall terminate upon the sale of the property. If a property owner applies for
exclusion under this subdivision between January 1 and June 30 of any year, the exclusion shall
first apply for taxes payable in the following year. If a property owner applies for exclusion under
this subdivision between July 1 and December 31 of any year, the exclusion shal first apply for
taxes payable in the second following year.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and subsequent
years.

Sec. 14. [273.1115] [HOMESTEAD RESORTS; VALUATION AND DEFERMENT ]

Subdivison 1. [REQUIREMENTS.] Rea property qualifying for classification as class 1c
under section 273.13, subdivision 22, paragraph (c), is entitled to valuation and tax deferment
under this section, provided that if part of aresort is not classified as class 1c, only that portion of
the value of the property that is classified as class 1c property quaifies under this section.

Subd. 2. [DETERMINATION OF VALUE.] Upon timely application by the owner, as
provided in subdivision 4, the value of real property described in subdivison 1 must be
determined by the assessor solely with reference to its classification value as class 1c property,
notwithstanding sections 272.03, subdivision 8, and 273.11. The owner must furnish information
on the income generated by the property and other information required by the assessor to
determine the value of the property. The assessor shall not consider any added values resulting
from other factors.

Subd. 3. [SEPARATE DETERMINATION OF MARKET VALUE AND TAX.] The assessor
shall, however, make a separate determination of the market value of the real estate. The assessor
shall record on the property assessment records the tax based upon the appropriate local tax rate
applicable to the property in the taxing district.

Subd. 4. [APPLICATION.] Application for deferment of taxes and assessment under this
section must be filed by May 1 of the year prior to the year in which the taxes are payable. The
application must be filed with the assessor of the taxing district in which the rea property is
located on a form prescribed by the commissioner of revenue. The assessor may require proof by
affidavit or otherwise that the property qualifies under subdivision 1. An application approved by
th(te) gmor continues in effect for subsequent years until the property no longer qualifies under
subdivision 1.

Subd. 5. [ADDITIONAL TAXES.] When real property valued and assessed under this section
no longer qualifies under subdivision 1, the portion no longer qualifying is subject to additional
taxes, In the amount equal to the difference between the taxes determined in accordance with
subdivision 2, and the amount determined under subdivision 3, provided, however, that the
amount determined under subdivision 3 must not be greater than it would have been had the actual
bona fide sale price of the rea property at an arms length transaction been used in lieu of the
market value determined under subdivision 3. The additional taxes must be extended against the
property on the tax list for the current year, except that no interest or penalties may be levied on
the additional taxes if timely paid, and except that the additiona taxes must only be levied with
respect to the last seven years that the property has been valued and assessed under this section.

Subd. 6. [LIEN.] The tax imposed by this section is a lien on the property assessed to the same
extent and for the same duration as other taxes imposed on property within this state. The tax must
be annually extended by the county auditor and when payable must be collected and distributed in
the manner provided by law for the collection and distribution of other property taxes.

Subd. 7. [SPECIAL LOCAL ASSESSMENTS] The payment of special local assessments
levied after June 30, 2003, for improvements made to any real property described in subdivision 2,
together with the interest thereon must, on timely application under subdivision 4, be deferred as
long as the property qualifies under subdivision 1. If special assessments against the property have
been deferred under this subdivision, the governmental unit shall file with the county recorder in
the county in which the property is located a certificate containing the legal description of the
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affected property and of the amount deferred. When the property no longer qualifies under
subdivision 1, al deferred special assessments plus interest are payable in equa installments
spread over the time remaining until the last maturity date of the bonds issued to finance the
improvement for which the assessments were levied. If the bonds have matured, the deferred
specia assessments plus interest are payable within 90 days. The provisions of section 429.061,
subdivision 2, apply to the collection of these installments Penalty must not be levied on the
special assessments if timely paid.

Subd. 8. [CONTINUATION OF TAX TREATMENT UPON SALE.] When rea property
qualifying under subdivision 1 is sold, no additional taxes or deferred specia assessments plus
interest may be extended against the property if:

(1) the property continues to qualify pursuant to subdivision 1; and

(2) the new owner files an application for continued deferment within 30 days after the sde.

Subd. 9. [APPLICABILITY OF SPECIAL ASSESSMENT PROVISIONS] This section
applies to special local assessments levied after June 30, 2003, and payable in the years thereafter,
but shall not apply to any special assessmentslevied at any time by a county or district court under
the provisions of chapter 116A.

[EFFECTIVE DATE.] This section is effective for taxes levied in 2003, payable in 2004, and
thereafter. For applications for taxes payable in 2004 only, the application deadline in subdivision
4 is extended to August 1, 2003.

Sec. 15. Minnesota Statutes 2002, section 273.13, subdivision 22, is amended to read:

Subd. 22. [CLASS 1.] () Except as provided in subdivision 23 and in paragraphs (b) and (c),
real estate which isresidential and used for homestead purposesis class 1a. In the case of a duplex
or triplex in which one of the unitsis used for homestead purposes, the entire property is deemed
to be used for homestead purposes. The market value of class 1a property must be determined
based upon the value of the house, garage, and land.

The first $500,000 of market value of class 1a property has a net class rate of one percent of its
market value; and the market value of class 1a property that exceeds $500,000 has a class rate of
1.25 percent of its market value.

(b) Class 1b property includes homestead real estate or homestead manufactured homes used
for the purposes of a homestead by

(1) any blind person who is blind as defined in section 256D.35, or the blind person and the
blind person’s spouse; or

(2) any person, hereinafter referred to as "veteran," who:
(i) served in the active military or naval service of the United States; and

(i) is entitled to compensation under the laws and regulations of the United States for
permanent and total service-connected disability due to the loss, or loss of use, by reason of
amputation, ankylosis, progressive muscular dystrophies, or paralysis, of both lower extremities,
such as to preclude motion without the aid of braces, crutches, canes, or a wheelchair; and

(iii) has acquired a special housing unit with special fixtures or movable facilities made
necessary by the nature of the veteran’s disability, or the surviving spouse of the deceased veteran
for as long as the surviving spouse retains the special housing unit as a homestead; or

(3) any person who:
{#) is permanently and totally disabled and; or
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(4) any person who is permanently and totally disabled and whose household income as defined
in section 290A.03, subdivision 5, is 275 percent or less of the federal poverty level.

Property is classified and assessed under clause (4) only if the government agency or
income-providing source certifies, upon the request of the homestead occupant, that the homestead
occupant satisfies the disability requirements of this paragraph.

Property is classified and assessed pursuant to clause (1) only if the commissioner of ecenomic
security revenue certifies to the assessor that the homestead occupant satisfies the requirements of
this paragraph.

Permanently and totally disabled for the purpose of this subdivision means a condition which is
permanent in nature and totally incapacitates the person from working at an occupation which
brings the person an income. The first $32,000 market value of class 1b property has a net class
rate of .45 percent of its market value. The remaining market value of class 1b property has a class
r%tle using the rates for class la or class 2a property, whichever is appropriate, of similar market
value.

(c) Class 1c property is commercial use real property that abuts a lakeshore line and is devoted
to temporary and seasonal residential occupancy for recreational purposes but not devoted to
commercia purposes for more than 250 days in the year preceding the year of assessment, and
that includes a portion used as a homestead by the owner, which includes a dwelling occupied as a
homestead by a shareholder of a corporation that owns the resort er, a partner in a partnership that
owns the resort, or a member of alimited liability company that owns the resort even if the titleto
the homestead is held by the corporation er, partnership, or limited liability company. For
purposes of this clause, property is devoted to a commercial purpose on a specific day if any
portion of the property, excluding the portion used exclusively as a homestead, is used for
residential occupancy and a fee is charged for residential occupancy. The first $500,000 of market
value of class 1c property has a class rate of one percent, and the remaining market value of class
1c property has a class rate of one percent, with the following limitation: the area of the property
must not exceed 100 feet of lakeshore footage for each cabin or campsite located on the property
up to atotal of 800 feet and 500 feet in depth, measured away from the lakeshore. If any portion of
the class 1c resort property is classified as class 4c under subdivision 25, the entire property must
meet the requirements of subdivision 25, paragraph (d), clause (1), to qualify for class 1c
treatment under this paragraph.

(d) Class 1d property includes structures that meet all of the following criteria:

(1) the structure is located on property that is classified as agricultural property under section
273.13, subdivision 23;
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(2) the structure is occupied exclusively by seasonal farm workers during the time when they
work on that farm, and the occupants are not charged rent for the privilege of occupying the
property, provided that use of the structure for storage of farm equipment and produce does not
disqualify the property from classification under this paragraph;

(3) the structure meets all applicable health and safety requirements for the appropriate season;
and

(4) the structure is not salable as residentia property because it does not comply with local
ordinances relating to location in relation to streets or roads.

The market value of class 1d property has the same class rates as class 1a property under
paragraph (a).
[EFFECTIVE DATE.] This section is effective for property taxes levied in 2003, payable in

2004, and thereafter, except that the amendments to paragraph (b) are effective for taxes payable
in 2005 and thereafter.

Sec. 16. Minnesota Statutes 2002, section 273.1315, is amended to read:
273.1315 [CERTIFICATION OF 1B PROPERTY ]

Any property owner seeking classification and assessment of the owner’s homestead as class
1b property pursuant to section 273.13, subdivision 22, paragraph (b), elause(2)-er(3); shal file
with the commissioner of revenue for-each-assessment-year a 1b homestead declaration, on aform
prescribed by the commissioner. The declaration shall contain the following information:

(a) the information necessary to verify that the property owner or the owner’s spouse satisfies
the requirements of section 273.13, subdivision 22, paragraph (b), elause{2}-or(3); for 1b
classification; and

{e) any additional information prescribed by the commissioner.

The declaration shall must be filed on or before Mareh October 1 of each-year to be effective
for property taxes payable during the succeeding calendar year. The declaration and any
supplementary information received from the property owner pursuant to this section shall be
subject to chapter 270B. If approved by the commissioner, the declaration remains in effect until
the property no longer qualifies under section 273.13, subdivision 22, paragraph (b). Failure to
notify the commissioner within 30 days that the property no longer qualifies under that paragraph
because of a sale, change in occupancy, or change in the status or condition of an occupant shall
result in the penalty provided in section 273.124, subdivision 13, computed on the basis of the
class 1b benefits for the property, and the property shall lose its current class 1b classification.

The commissioner shall provide to the assessor on or before April November 1 a listing of the
parcels of property qualifying for 1b classification.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2005 and thereafter.
Sec. 17. Minnesota Statutes 2002, section 275.025, subdivision 4, is amended to read:

Subd. 4. [APPORTIONMENT AND LEVY OF STATE GENERAL TAX.] The state general
tax must be distributed among the counties by applying a uniform rate to each county’s
commercia-industrial tax capacity and its seasonal recreational tax capacity. Within each county,
the tax must be levied by applying a uniform rate against commercial-industrial tax capacity and
seasonal recreational tax capacity. By November-1 October 1 each year, the commissioner of
revenue shall certify the state general levy rate to each county auditor.

Sec. 18. Minnesota Statutes 2002, section 275.065, subdivision 1, is amended to read:
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Subdivision 1. [PROPOSED LEVY ] (a) Notwithstanding any law or charter to the contrary, on
or before September 15 5, 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, the
fina property tax levy for taxes payable in the following year.

(b) On or before September 30 20, each school district shall certify to the county auditor the
proposed property tax levy for taxes payablein the following year. The school district shall certify
the proposed levy as.

(1) the state determined school levy amount as prescribed under section 126C.13, subdivision

(2) voter approved referendum and debt levies, and

(3) the sum of the remaining school levies, or the maximum levy limitation certified by the
commissioner of children, families, and learning according to section 126C.48, subdivision 1, less
the amounts levied under clauses (1) and (2).

(c) If the board of estimate and taxation or any similar board that establishes maximum tax
levies for taxing jurisdictionswithin afirst class city certifies the maximum property tax leviesfor
funds under its jurisdiction by charter to the county auditor by September 15 5, the city shall be
deemed to have certified its levies for those taxing jurisdictions.

(d) For purposes of this section, "taxing authority" includes all home rule and statutory cities,
towns, counties, school districts, and special 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 specia taxing districts for purposes of this section.

Sec. 19. Minnesota Statutes 2002, section 275.065, subdivision la, is amended to read:

Subd. 1a. [OVERLAPPING JURISDICTIONS] In the case of ataxing authority lying in two
or more counties, the home county auditor shall certify the proposed levy and the proposed local
tax rate to the other county auditor by September 20 10. The home county auditor must estimate
the levy or rate in preparing the notices required in subdivision 3, if the other county has not
certified the appropriate information. If requested by the home county auditor, the other county
auditor must furnish an estimate to the home county auditor.

Sec. 20. Minnesota Statutes 2002, 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 October 17 and on or before
November-24 October 31 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. If the information
necessary to provide these notices is not available by the time required to mail the notice by
October 31, they must be mailed no Tater than November 24.

If the county provides access to parcel-specific property tax information on its Web site, it may
elect to provide the information required under this subdivision by that means instead of mailing
the notices to taxpayers. If the county elects to provide the information through the Web site, it
must provide a hotice in its newdetter or by publication in a newspaper described in subdivision
5a that any taxpayer may contact the county and request a mailed notice, which must be mailed
within ten days of the receipt of the request. Beginning in 2004, information regarding the
taxpayer’s option to request a mailed notice must be included with the property tax statement.

(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 final tax amount will be its proposed tax. In the case of taxing
authorities required to hold a public meeting under subdivision 6, the notice must clearly state that
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each taxing authority, including regional library districts established under section 134.201, and
including the metropolitan taxing districts as defined in paragraph (i), but excluding all other
special taxing districts and towns, will hold a public meeting to receive public testimony on the
proposed budget and proposed or final property tax levy, or, in case of a school district, on the
current budget and proposed property tax levy. It must clearly state the time and place of each
taxing authority’ s meeting, a telephone number for the taxing authority that taxpayers may call if
the% have questions related to the notice, and an address where comments will be recelved by
mail.

(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 payable in the following year and for taxes payable in the current year as
each appears in the records of the county assessor on Nevember-1 October 10 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 special taxing districts, and as atotal of all taxing
authorities

(i) the actual tax for taxes payable in the current year;

(iv) (ii) the proposed tax amount.

If the county levy under clause (2) includes an amount for a lake 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 a referendum will be held in the school district
a 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 the
Minneapolis library board and the levy for Minneapolis park and recreation shall be listed
separately from the remaining amount of the city’ slevy. 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 must 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 is the 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:
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(1) special assessments;

(2) levies approved by the voters after the date the proposed taxes are certified, including bond
referenda, school district levy referenda, and levy limit increase referenda;

(3) amounts necessary to pay cleanup or other costs due to a natural disaster occurring after the
date the proposed taxes are certified;

(4) amounts necessary to pay tort judgments against the taxing authority that become final after
the date the proposed taxes are certified; and

(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) In the case of class 4 residentia property used as a residence 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 3 or within three days of
receipt of the notice, whichever is later. A taxpayer may notify the county treasurer of the address
of the taxpayer, agent, caretaker, or manager of the premisesto which the notice must be mailed in
order to fulfill the requirements of this paragraph.

(i) For purposes of this subdivision, subdivisions 5a and 6, "metropolitan special taxing
districts' means the following taxing districts in the seven-county metropolitan area that 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 mosguito control commission under section 473.711.

For purposes of this section, any levies made by the regiona rail authorities in the county of
Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, or Washington under chapter 398A shall be
included with the appropriate county’s levy and shall be discussed at that county’s public hearing.

() If astatutory or home rule charter city or atown has exercised the local levy option provided
by section 473.388, subdivision 7, it may include in the notice of its proposed taxes the amount of
its proposed taxes attributable to its exercise of the option. In the first year of the city or town’s
exercise of this option, the statement shall include an estimate of the reduction of the metropolitan
council’ s tax on the parcel due to exercise of that option. The metropolitan council’s levy shall be
adjusted accordingly.

Sec. 21. [275.75] [CHARTER EXEMPTION FOR AID LOSS]

Notwithstanding any other provision of a municipal charter that limits ad valorem taxes to a
lesser amount, or that would require voter approva for any increase, the governing body of a
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municipality may by resolution increase its levy for taxes payable in 2004 and 2005 only by an
amount egual to the reduction in the amount of aid it is certified to receive under sections
477A.011 to 477A.03 for that same payable year compared to the amount certified in 2003.

Sec. 22. Minnesota Statutes 2002, section 276.04, subdivision 2, is amended to read:

Subd. 2. [CONTENTS OF TAX STATEMENTS] (&) The treasurer shall provide for the
printing of the tax statements The commissioner of revenue shall prescribe the form of the
property tax statement and its contents. The statement must contain a tabulated statement of the
dollar amount due to each taxing authority and the amount of the state tax from the parcel of real
property for which a particular tax statement is prepared. The dollar amounts attributable to the
county, the state tax, the voter approved school tax, the other local school tax, the township or
municipality, and the total of the metropolitan special taxing districts as defined in section
275.065, subdivision 3, paragraph (i), must be separately stated. The amounts due all other special
taxing districts, if any, may be aggregated. If the county levy under this paragraph includes an
amount for a lake 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 Ramsey county, if the county levy under this paragraph includes an amount
for public library service under section 134.07, the amount attributable for that purpose must be
separately stated from the remaining county levy amount. The amount of the tax on homesteads
qualifying under the senior citizens property tax deferral program under chapter 290B is the total
amount of property tax before subtraction of the deferred property tax amount. The amount of the
tax on contamination value imposed under sections 270.91 to 270.98, if any, must also be
separately stated. The dollar amounts, including the dollar amount of any special assessments, may
be rounded to the nearest even whole dollar. For purposes of this section whole odd-numbered
dollars may be adjusted to the next higher even-numbered dollar. The amount of market value
excluded under section 273.11, subdivision 16, if any, must also be listed on the tax statement.

(b) The property tax statements for manufactured homes and sectional structures taxed as
personal property shall contain the same information that is required on the tax statements for real

property.

(c) Real and personal property tax statements must contain the following information in the
order given in this paragraph. The information must contain the current year tax information in the
right column with the corresponding information for the previous year in a column on the left:

(2) the property’s estimated market value under section 273.11, subdivision 1;

(2) the property’s taxable market value after reductions under section 273.11, subdivisions 1la
and 16;

(3) the property’ s gross tax, calculated by adding the property’ stotal property tax to the sum of
the aids enumerated in clause (4);

(4) atota of the following aids:

(i) education aids payable under chapters 122A, 123A, 123B, 124D, 125A, 126C, and 127A;
(ii) local government aids for cities, towns, and counties under chapter 477A,;

(iii) disparity reduction aid under section 273.1398; and

(iv) homestead and agricultural credit aid under section 273.1398;

(5) for homestead residential and agricultural properties, the credits under section 273.1384;

(6) any credits received under sections 273.119; 273.123; 273.135; 273.1391;, 273.1398,
subdivision 4; 469.171; and 473H.10, except that the amount of credit received under section
273.135 must be separately stated and identified as "taconite tax relief"; and

(7) the net tax payable in the manner required in paragraph (a).
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(d) If the county uses envelopes for mailing property tax statements and if the county agrees, a
taxing district may include a notice with the property tax statement notifying taxpayers when the
taxing district will begin its budget deliberationsfor the current year, and encouraging taxpayersto
attend the hearings. If the county allows notices to be included in the envelope containing the
property tax statement, and if more than one taxing district relative to a given property decides to
include a notice with the tax statement, the county treasurer or auditor must coordinate the process
and may combine the information on a single announcement.

The commissioner of revenue shall certify to the county auditor the actual or estimated aids
enumerated in clause (4) that loca governments will receive in the following year. The
commissioner must certify this amount by January 1 of each year.

Sec. 23. Minnesota Statutes 2002, section 278.03, subdivision 1, is amended to read:

Subdivision 1. [REAL PROPERTY ] in-the-case-of real-property; If the proceedings instituted
by the filing of the petition have not been completed before the 16th day of May next following
thefiling or, in the case of class 1c property or class 4c resort property before the 16th day of July
for taxes payablein 2004 and 2005 only, the petitioner shall pay to the county treasurer 50 percent
of the tax levied for such year against the property involved, unless permission to continue
prosecution of the petition without such payment is obtained as herein provided. If the proceedings
instituted by the filing of the petition have not been completed by the next October 16, or, in the
case of class 1b agricultural homestead, class 2a agricultural homestead, and class 2b(2)
agricultural nonhomestead property, November 16, the petitioner shall pay to the county treasurer
50 percent of the unpaid balance of the taxes levied for the year against the property involved if
the unpaid balance is $2,000 or less and 80 percent of the unpaid balance if the unpaid balance is
over $2,000, unless permission to continue prosecution of the petition without payment is obtained
as herein provided. The petitioner, upon ten days notice to the county attorney and to the county
auditor, given at least ten days prior to the 16th day of May or, in the case of class 1c or class 4c
resort property, the 16th day of July for taxes payable in 2004 and 2005 only, or the 16th day of
October, or, in the case of class 1b agricultural homestead, class 2a agricultural homestead, and
class 2b(2) agricultural nonhomestead property, the 16th day of November, may apply to the court
for permission to continue prosecution of the petition without payment; and, if it is made to appear

(1) that the proposed review is to be taken in good faith;

(2) that there is probable cause to believe that the property may be held exempt from the tax
levied or that the tax may be determined to be less than 50 percent of the amount levied; and

(3) that it would work a hardship upon petitioner to pay the taxes due,

the court may permit the petitioner to continue prosecution of the petition without payment, or
may fix a lesser amount to be paid as a condition of continuing the prosecution of the petition.

Failure to make payment of the amount required when due shall operate automatically to
dismiss the petition and all proceedings thereunder unless the payment is waived by an order of
the court permitting the petitioner to continue prosecution of the petition without payment. The
petition shall be automatically reinstated upon payment of the entire tax plusinterest and penalty if
the payment is made within one year of the dismissal. The county treasurer shall, upon request of
the petitioner, issue duplicate receipts for the tax payment, one of which shall be filed by the
petitioner in the proceeding.

Sec. 24. Minnesota Statutes 2002, section 278.05, subdivision 6, is amended to read:

Subd. 6. [DISMISSAL OF PETITION; EXCLUSION OF CERTAIN EVIDENCE] (a)
Information, including income and expense figures, verified net rentable areas, and anticipated
income and expenses, for |ncome~prodUC| ng property must be provided to the county assessor
A ays-al ' 3 apter no later than 60 days after the
applicable filing deadllne contal ned |n sectlon 278 01, subd|V|S|on 1 or 4. Failure to provide the
information required in this paragraph shall result in the dismissal of the petition, unless (1) the
faillure to provide it was due to the unavailability of the evidence at that the time that the
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information was due, or (2) the petitioner was not informed in writing by the assessor of the
reguirement to provide the information.

If the petitioner proves that the assessor did not provide the written information, the petitioner has
an additional 30 days to provide the information from the time the petitioner was informed of the
reguirement to provide the information, otherwise the petition shall be dismissed.

(b) Provided that the information as contained in paragraph (a) is timely submitted to the
county assessor, the county assessor shall furnish the petitioner at least five days before the
hearing under this chapter with the property’s appraisal, if any, which will be presented to the
court at the hearing. The petitioner shall furnish to the county assessor at |east five days before the
hearing under this chapter with the property’s appraisal, if any, which will be presented to the
court at the hearing. An appraisal of the petitioner’ s property done by or for the county shall not be
admissible as evidence it the county assessor does not comply with the provisions in this
paragraph. The petition shall be dismissed if the petitioner does not comply with the provisionsin

this paragraph.
[EFFECTIVE DATE.] This section is effective for petitions filed on or after July 1, 2003.
Sec. 25. Minnesota Statutes 2002, section 279.01, subdivision 1, is amended to read:

Subdivision 1. [DUE DATES; PENALTIES,] Except as provided in subdivisien-3-or4 this
section, on May 16 or 21 days after the postmark date on the envel ope containing the property tax
statement, whichever is later, a penaty shall accrue and thereafter be charged upon al unpaid
taxes on real estate on the current lists in the hands of the county treasurer. The penalty shall be at
arate of two percent on homestead property until May 31 and four percent on June 1. The penalty
on nonhomestead property shall be at arate of four percent until May 31 and eight percent on June
1. This penalty shall 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 red
property used for seasonal residential recreational purposes and classified as class 1c or 4c, and on
other commercial use real property classified as class 3a, provided that over 60 percent of the
gross income earned by the enterprise on the class 3a property is earned during the months of
May, June, July, and August. Any property owner of such class 3a property who paysthe first half
of the tax due on the property after May 15 and before June 1, or 21 days after the postmark date
on the envelope containing the property tax statement, whichever is later, shall 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 shall
accrue and be 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 the tax is not paid by the extended due date,
then all penaltiesthat would have accrued if the due date had been May 15 shall be charged. When
the taxes against any tract or lot exceed $50, 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 shall attach; the remaining one-half shall be paid at any time prior
to October 16 following, without penalty; but, if not so paid, then a penalty of two percent shall
accrue thereon for homestead property and a penalty of four percent on nhonhomestead property.
Thereafter, for homestead property, on the first day of November an additional penalty of four
percent shall accrue and on the first day of December following, an additional penalty of two
percent shall accrue and be charged on all 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 shall accrue and be charged on all such unpaid taxes. If one-half of such
taxes shall not be paid prior to May 16 or 21 days after the postmark date on the envelope
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 shall
attach 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.
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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, 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. If the accepted payment is less than the amount due, payments must be applied
first to the penalty accrued for the year the payment is made. 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.

Sec. 26. Minnesota Statutes 2002, section 279.01, is amended by adding a subdivision to read:

Subd. 5. [SEASONAL RESIDENTIAL RECREATIONAL PROPERTY USED FOR
COMMERCIAL PURPOSES] For taxes payable in 2004 and 2005 only, in the case of class 1c
property and class 4c¢ seasonal residentia recreational property used for commercia purposes, no
penalties shall accrue to the first one-half property tax payment as provided in this section if paid
by July 15. On July 16, a penalty shall accrue and thereafter be charged upon all unpaid taxes. On
class 1c property the penalty is at arate of two percent until July 31, and four percent on August 1.
On class 4c seasonal residential recreational property used for commercia purposes, the pendlty is
four percent until July 31 and eight percent on August 1. Thereafter, for both class 1c and class 4c
seasonal residential recreational property used for commercial purposes, on the first day of
September and on the first day of October, an additional penalty of one percent shall accrue and be
charged on unpaid taxes. The remaining one-half property taxes must be paid and penalties accrue
as provided in subdivision 1.

Sec. 27. Minnesota Statutes 2002, section 290A.03, subdivision 8, is amended to read:

Subd. 8. [CLAIMANT.] (a) "Claimant" means a person, other than a dependent, as defined
under sections 151 and 152 of the Internal Revenue Code disregarding section 152(b)(3) of the
Internal Revenue Code, who filed a claim authorized by this chapter and who was a resident of
IEhIIeSd state as provided in chapter 290 during the calendar year for which the claim for relief was

iled.

(b) In the case of a claim relating to rent constituting property taxes, the claimant shall have
resided in a rented or leased unit on which ad valorem taxes or payments made in lieu of ad
valorem taxes, including payments of special assessmentsimposed in lieu of ad valorem taxes, are
payable at some time during the calendar year covered by the claim.

(c) "Claimant" shall not include a resident of a nursing home, intermediate care facility, or
long-term residentia facility, or a facility that accepts group residential housing payments whose
rent constituting property taxes is paid pursuant to the supplemental security income program
under title XV1 of the Socia Security Act, the Minnesota supplemental aid program under sections
256D.35 to 256D.54, the medical assistance program pursuant to title XI1X of the Socia Security
Act, er the general assistance medical care program pursuant to section 256D.03, subdivision 3, or
the group residential housing program under chapter 256.

If only a portion of the rent constituting property taxesis paid by these programs, the resident shall
be a claimant for purposes of this chapter, but the refund calculated pursuant to section 290A.04
shall be multiplied by a fraction, the numerator of which is income as defined in subdivision 3,
paragraphs (1) and (2), reduced by the total amount of income from the above sources other than
vendor payments under the medical assistance program or the general assistance medical care
program and the denominator of which is income as defined in subdivision 3, paragraphs (1) and
(2), plus vendor payments under the medical assistance program or the general assistance medical
care program, to determine the allowable refund pursuant to this chapter.

(d) Notwithstanding paragraph (c), if the clamant was a resident of the nursing home,
intermediate care facility or, long-term residential facility, or facility for which the rent was paid
for the claimant by the group residential housing program for only a portion of the calendar year
covered by the claim, the claimant may compute rent constituting property taxes by disregarding
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the rent constituting property taxes from the nursing home;-intermediate care facility; or long-term
residential facility and use only that amount of rent constituting property taxes or property taxes
payable relating to that portion of the year when the claimant was not in the facility. The
claimant’s household income is the income for the entire calendar year covered by the claim.

(e) In the case of a claim for rent constituting property taxes of a part-year Minnesota resident,
the income and rental reflected in this computation shall be for the period of Minnesota residency
only. Any rental expenses paid which may be reflected in arriving at federal adjusted grossincome
cannot be utilized for this computation. When two individuals of a household are able to meet the
gualifications for a claimant, they may determine among them as to who the claimant shall be. If
they are unable to agree, the matter shall be referred to the commissioner of revenue whose
decision shall be final. If a homestead property owner was a part-year Minnesota resident, the
income reflected in the computation made pursuant to section 290A.04 shall be for the entire
calendar year, including income not assignable to Minnesota

(f) If ahomestead is occupied by two or more renters, who are not husband and wife, the rent
shall be deemed to be paid equally by each, and separate claims shall be filed by each. The income
of each shall be each renter’ s household income for purposes of computing the amount of credit to
be allowed.

[EFFECTIVE DATE.] This section is effective for claims based on rent paid in 2003 and
thereafter.

Sec. 28. Laws 1989, chapter 211, section 8, subdivision 2, as amended by Laws 2002, chapter
390, section 24, is amended to read:

Subd. 2. [OPERATION OF DISTRICT.] (&) A hospital district created under this section shall
be subject to Minnesota Statutes, sections 447.32, except subdivision 1, to 447.41, and except as
provided otherwise in this act.

(b) A hospital district created under this section is a municipal corporation and a political
subdivision of the state.

[EFFECTIVE DATE.] This section is effective upon compliance with Minnesota Statutes,
section 645.021, subdivision 3, by the governing body of the Cook county hospital district.

Sec. 29. Laws 1989, chapter 211, section 8, subdivision 4, as amended by Laws 2002, chapter
390, section 24, is amended to read:

Subd. 4. [TAX LEVY.] The tax levied under Minnesota Statutes, section 447.34, shall not
exceed $300,000 in-any-year,—and-its for taxes levied in 2002. For taxes levied in 2003 and
subseguent years, the tax must not exceed the lesser of:

(1) the product of the hospital district’s property tax levy limitation for the previous year
determined under this subdivision, multiplied by 103 percent; or

(2) the product of the hospital district's property tax levy limitation for the previous year
determined under this subdivision multiplied by the ratio of the most recent available annual
medical care expenditure category of the revised Consumer Price Index, U.S. citywide average,
for al urban consumers prepared by the United States Department of Labor to the same annual
index for the previous year.

The proceeds of the tax may be used for al purposes of the hospital district.

[EFFECTIVE DATE.] This section is effective upon compliance with Minnesota Statutes,
section 645.021, subdivision 3, by the governing body of the Cook county hospital district.

Sec. 30. Laws 2001, First Specia Session chapter 5, article 3, section 96, is amended to read:
Sec. 96. [REPEALER]]
(&) Minnesota Statutes 2000, sections 273.13, subdivision 24a; 273.1382; 273.1399; 275.078;
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275.08, subdivision le; 473.446, subdivisions 1a and 1b; and 473.3915, are repealed effective for
taxes levied in 2001, payable in 2002, and thereafter and aids or credits payable in 2002 and
thereafter.

(b) Laws 1988, chapter 426, section 1; Laws 1988, chapter 702, section 16; Laws 1992, chapter
511, article 2, section 52, as amended by Laws 1997, chapter 231, article 2, section 50, and Laws
1998, chapter 389, article 3, section 32; Laws 1996, chapter 471, article 8, section 45; Laws 1999,
chapter 243, article 6, section 14; Laws 1999, chapter 243, article 6, section 15; and Laws 2000,
chgptﬁr éégfo, article 6, section 17, are repealed effective for taxes levied in 2001, payable in 2002
and thereafter.

(c) Minnesota Statutes 2000, sections 126C.30; 126C.31; 126C.32; 126C.33; 126C.34;
126C.35; and 126C.36, are repealed effective July 1, 2001.

Sec. 31. Laws 2002, chapter 377, article 3, section 15, the effective date, is amended to read:

[EFFECTIVE DATE.] This section is effective for sales made after August 31, 2002, and on
or before December 31, 2003 2004.

Sec. 32. [PROPERTY TAX ASSESSMENT OF LOW-INCOME HOUSING, RULES)]

The commissioner of revenue shall develop guidelines for use by assessors in calculating the
restricted use value of class 4d property under Minnesota Statutes, section 273.11, subdivision 21.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 33. [COMMERCIAL-INDUSTRIAL LAND VALUE TAXATION; LOCAL OPTION.]

The governing body of any municipality that has a population in excess of 70,000, or any
municipality Tocated in the taconite tax relief area defined in Minnesota Statutes, section 273.134,
may by resolution adopt a system of valuing commercial-industrial property inits jurisdiction that
is based on the value of the land, not including improvements. The governing body may make the
election under this section if it finds that implementation of the land value system will enhance
economic development in the city. An election under this section must be made by December 31,
2003. If any municipality makes the election, it must notify the commissioner of revenue of the
election and the legislature must enact during the 2004 | egislative session the legislation necessary
to implement the system for taxes levied in 2004, payable in 2005, and thereafter.

Sec. 34. [LEGISLATIVE APPROVAL OF CONSUMPTIVE USE OF WATER|]

Pursuant to Minnesota Statutes, section 103G.265, subdivision 3, the legislature approves the
consumptive use under a permit of more than 2,000,000 gallons per day average in a 30-day
period in Rosemount, in connection with a gas fueled combined cycle electric generating facility,
subject to the commissioner of natura resources making a determination that the water remaining
in the basin of origin will be adequate to meet the basin’s need for water and approval by the
commissioner of natural resources of all applicable permits.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 35. [LEGISLATIVE APPROVAL OF CONSUMPTIVE USE OF WATER|]

Pursuant to Minnesota Statutes, section 103G.265, subdivision 3, the legislature approves the
consumptive use under a permit of more than 2,000,000 gallons per day average in a 30-day
period in Mankato, in connection with a gas fueled combined cycle electric generating facility,
subject to the commissioner of natura resources making a determination that the water remaining
in the basin of origin will be adequate to meet the basin’s need for water and approval by the
commissioner of natural resources of all applicable permits.
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[EFFECTIVE DATE.] This section is effective the day following fina enactment.
ARTICLE4
LOCAL DEVELOPMENT

Section 1. [469.1083] [COUNTY ECONOMIC DEVELOPMENT AUTHORITY;
METROPOLITAN AREA ]

Subdivision 1. [ECONOMIC DEVELOPMENT POWERS AND DUTIES!] A county located
in the metropolitan area may, by resolution of the county board, grant an existing county housing
and redevel opment authority any of the powers and duties of an economic development authority
under sections 469.090 to 469.093, 469.095 to 469.106, 469.108, and 469.1081. For the purposes
of this section, a county community development authority is a county housing and redevelopment
authority that has been granted economic development authority powers and duties. In applying
sections 469.090 to 469.093, 469.095 to 469.106, 469.108, and 469.1081 to a county community
development authority, the county is considered to be the city and the county board is considered
to be the city council.

Subd. 2. [RELATION TO LOCAL AUTHORITIES] Nothing in this section shall alter or
impair the powers or duties of a city, a municipal housing and redevelopment authority, or a
municipal economic development authority.

Subd. 3. [LOCAL APPROVAL.] If an economic development project is constructed in the
county under this section and the project is within the boundaries of a home rule charter or
statutory city, the location of the project must be approved by the governing body of the city.

[EFFECTIVE DATE.] This section is effective the day following final enactment and applies
in the counties of Anoka, Hennepin, Ramsey, and Washington.

Sec. 2. Minnesota Statutes 2002, section 469.169, is amended by adding a subdivision to read:

Subd. 16. [ADDITIONAL BORDER CITY ALLOCATIONS] (@) In addition to tax reductions
authorized in subdivisions 7 to 15, the commissioner shall alocate $750,000 for tax reductions to
border city enterprise zonesin cities located on the western border of the state. The commissioner
shall make allocations to zones in cities on the western border on a per capita basis. Allocations
made under this subdivision may be used for tax reductions as provided in section 469.171, or for
other offsets of taxesimposed on or remitted by businesseslocated in the enterprise zone, but only
if the municipality determines that the granting of the tax reduction or offset is hecessary in order
to retain a business within or attract a business to the zone. Any portion of the alocation provided
in this paragraph may alternatively be used for tax reductions under section 469.1732 or 469.1734.

(b) The commissioner shall allocate $750,000 for tax reductions under section 469.1732 or
469.1734 to cities with border city enterprise zones Iocated on the western border of the state. The
commissioner shall allocate this amount among the cities on a per capitabasis. Any portion of the
alocation provided in this paragraph may alternatively be used for tax reductions as provided in
section 469.171.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 3. Minnesota Statutes 2002, section 469.1731, subdivision 3, is amended to read:

Subd. 3. [FILING.] The city must file a copy of the resolution and development plan with the
commissioner of trade and economic development. The designation takes effect for-the first

calendar-year-that-begins-mere-than-90 30 days after the filing.
[EFFECTIVE DATE.] This section is effective the day following final enactment.

Sec. 4. Minnesota Statutes 2002, section 469.174, subdivision 10, is amended to read:

Subd. 10. [REDEVELOPMENT DISTRICT.] (@) "Redevelopment district" means a type of tax
increment financing district consisting of a project, or portions of a project, within which the
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authority finds by resolution that one or more of the following conditions, reasonably distributed
throughout the district, exists:

(1) parcels consisting of 70 percent of the area of the district are occupied by buildings, streets,
utilities, paved or gravel parking lots, or other similar structures and more than 50 percent of the
buildings, not including outbuildings, are structurally substandard to a degree requiring substantial
renovation or clearance; or

(2) the property consists of vacant, unused, underused, inappropriately used, or infrequently
used railyards, rail storage facilities, or excessive or vacated railroad rights-of-way; or

(3) tank facilities, or property whose immediately previous use was for tank facilities, as
defined in section 115C.02, subdivision 15, if the tank facilities

(i) have or had a capacity of more than 1,000,000 gallons,

(ii) are located adjacent to rail facilities, and

(iii) have been removed or are unused, underused, inappropriately used, or infrequently used; or
(4) a qualifying disaster area, as defined in subdivision 10b.

(b) For purposes of this subdivision, "structurally substandard” shall mean containing defectsin
structural elements or a combination of deficiencies in essentia utilities and facilities, light and
ventilation, fire protection including adequate egress, layout and condition of interior partitions, or
similar factors, which defects or deficiencies are of sufficient total significance to justify
substantial renovation or clearance.

(c) A building is not structurally substandard if it is in compliance with the building code
applicable to new buildings or could be modified to satisfy the building code at a cost of less than
15 percent of the cost of constructing a new structure of the same square footage and type on the
site. The municipality may find that a building is not disqualified as structurally substandard under
the preceding sentence on the basis of reasonably available evidence, such as the size, type, and
age of the building, the average cost of plumbing, electrical, or structural repairs, or other similar
reliable evidence. The municipality may not make such a determination without an interior
inspection of the property, but need not have an independent, expert appraisal prepared of the cost
of repair and rehabilitation of the building. An interior inspection of the property is not required, if
the municipality finds that (1) the municipality or authority is unable to gain access to the property
after using its best efforts to obtain permission from the party that owns or controls the property;
and (2) the evidence otherwise supports a reasonable conclusion that the building is structurally
substandard. Items of evidence that support such a conclusion include recent fire or police
inspections, on-site property tax appraisals or housing inspections, exterior evidence of
deterioration, or other similar reliable evidence. Written documentation of the findings and reasons
why an interior inspection was not conducted must be made and retained under section 469.175,
subdivision 3, clause (1).

(d) A parcel is deemed to be occupied by a structurally substandard building for purposes of the
finding under paragraph (a) if all of the following conditions are met:

(1) the parcel was occupied by a substandard building within three years of the filing of the
regquest for certification of the parcel as part of the district with the county auditor;

(2) the substandard building was demolished or removed by the authority or the demolition or
removal was financed by the authority or was done by a developer under a development
agreement with the authority;

(3) the authority found by resolution before the demoalition or remova that the parcel was
occupied by a structurally substandard building and that after demolition and clearance the
authority intended to include the parcel within a district; and

(4) upon filing the request for certification of the tax capacity of the parcel as part of a district,
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the authority notifies the county auditor that the origina tax capacity of the parce must be
adjusted as provided by section 469.177, subdivision 1, paragraph (h).

(e) For purposes of this subdivision, a parcel is not occupied by buildings, streets, utilities,
paved or gravel parking lots, or other similar structures unless 15 percent of the area of the parcel
contains buildings, streets, utilities, paved or gravel parking lots, or other similar structures.

(f) For districts consisting of two or more noncontiguous areas, each area must qualify as a
redevel opment district under paragraph (a) to be included in the district, and the entire area of the
district must satisfy paragraph (a).

[EFFECTIVE DATE.] This section is effective for districts for which the request for
certification is made after the day following final enactment.

Sec. 5. Minnesota Statutes 2002, section 469.174, is amended by adding a subdivision to read:

Subd. 10b. [QUALIFIED DISASTER AREA.] A "qualified disaster area" is an area that meets
the following requirements:

(1) parcels consisting of 70 percent of the area of the district were occupied by buildings,
streets, utilities, paved or gravel parking lots, or other similar structures immediately before the
disaster or emergency;

(2) the area of the district was subject to a disaster or emergency, as defined in section 273.123,
subdivision 1, within the 18-month period ending on the day the request for certification of the
district is made; and

(3) 50 percent or more of the buildings in the area have suffered substantial damage as a result
of the disaster or emergency.

[EFFECTIVE DATE.] This section is effective for districts for which the request for
certification is made after the day following final enactment.

Sec. 6. Minnesota Statutes 2002, section 469.174, is amended by adding a subdivision to read:
Subd. 28. [QUALIFIED HOUSING DISTRICT.] "Qualified housing district" means:

(1) a housing district for a residential rental project or projects in which the only properties
receiving assistance from revenues derived from tax increments from the district meet all of the
reguirements for a low-income housing credit under section 42 of the Interna Revenue Code of
1986, as amended through December 31, 1992, regardless of whether the project actually receives
a low-income housing credit; or

(2) a housing district for a single-family homeownership project or projects, if 95 percent or
more of the homes receiving assistance from tax increments from the district are purchased by
qualified purchasers. A qualified purchaser means the first purchaser of a home after the tax
increment assistance is provided whose income is at or below 100 percent of the median gross
income for a family of the same size as the purchaser. Median gross income is the greater of (i)
area median gross income, or (ii) the statewide median gross income, as determined by the
secretary of housing and urban development.

Sec. 7. Minnesota Statutes 2002, section 469.176, subdivision 7, is amended to read:

Subd. 7. [PARCELS NOT INCLUDABLE IN DISTRICTS] (a) The authority may request
inclusion in a tax increment financing district and the county auditor may certify the original tax
capacity of a parcel or a part of a parcel that qualified under the provisions of section 273.111 or
273.112 or chapter 473H for taxes payablein any of the five calendar years before the filing of the
request for certification only for:

(1) adistrict in which 85 percent or more of the planned buildings and facilities (determined on
the basis of square footage) are a qualified manufacturing facility or a qualified distribution
facility or a combination of both; or
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(2) a quaified housing district as-defined-in-section-273:1399,-subdivision-1.

(b)(1) A distribution facility means buildings and other improvementsto real property that are
used to conduct activitiesin at least each of the following categories:

(i) to store or warehouse tangible personal property;

(ii) to take orders for shipment, mailing, or delivery;

(iii) to prepare persona property for shipment, mailing, or delivery; and
(iv) to ship, mail, or deliver property.

(2) A manufacturing facility includes space used for manufacturing or producing tangible
personal property, including processing resulting in the change in condition of the property, and
space necessary for and related to the manufacturing activities.

(3) To be a qualified facility, the owner or operator of a manufacturing or distribution facility
must agree to pay and pay 90 percent or more of the employees of the facility at arate equal to or
greater than 160 percent of the federa minimum wage for individuals over the age of 20.

Sec. 8. Minnesota Statutes 2002, section 469.1761, is amended by adding a subdivision to read:

Subd. 3a. [MIXED-INCOME OCCUPANCY PROJECTS] (a) Notwithstanding the income
reguirements in section 469.174, subdivision 11, or subdivisions 2 and 3, an authority may create
housing districts for developments that contain both owner-occupied and residential rental units
for mixed-income occupancy. Such a district consists of a project, or a portion of a project,
intended for occupancy, in part, by persons of low and moderate income as defined in chapter
462A, Titlell, of the National Housing Act of 1934; the National Housing Act of 1959; the United
States Housing Act of 1937, as amended; Title V of the Housing Act of 1949, as amended; any
other similar present or future federal, state, or municipa legislation, or the regulations
promulgated under any of those acts, as further set forth in this section. Twenty percent of the
units in the development in the housing district must be occupied by individuals whose family
income is equal to or less than 50 percent of area median gross income and an additional 60
percent of the units in the development in the housing district must be occupied by individuals
whose family income is equal to or less than 115 percent of area median gross income. Twenty
Iperg:en_t of the units in the development in the housing district shall not be subject to any income
imitations

(b) For purposes of this subdivision, "family income' means the median gross income for the
area as determined under section 42 of the Internal Revenue Code of 1986, as amended. The
income requirements of this subdivision shall be deemed to be satisfied if the sum of qualified
owner-occupied units and qualified residential rental units equals the required total number of
gualified units. Owner-occupied units must be initially purchased and occupied by individuals
whose family income satisfies the income requirements of this subdivision. For residential renta
g_rop_erty, the income requirements of this subdivision apply for the duration of the tax increment

istrict.

(c) The development in the housing district, but not the project, does not qualify under this
subdivision if the fair market value of the improvements that are constructed for commercial uses
or for uses other than owner-occupied and rental mixed-income housing consists of more than 20
percent of the total fair market value of the planned improvements in the development plan or
agreement. The fair market value of the improvements may be determined using the cost of
construction, capitalized income, or other appropriate method of estimating market value.

[EFFECTIVE DATE. This section is effective for districts for which certification is
reguested after July 31, 2003.

Sec. 9. Minnesota Statutes 2002, section 469.1763, subdivision 2, is amended to read:
Subd. 2. [EXPENDITURES OUTSIDE DISTRICT.] (a) For each tax increment financing
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district, an amount equal to at least 75 percent of the 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 bonds were used to finance activities in the district or to pay, or secure
payment of, debt service on credit enhanced bonds. For districts, other than redevelopment
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
revenue derived from tax increments paid by propertiesin 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 redevelopment districts for 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 a housing district, a housing 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
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 (a), need not be made
within the geographic area of the project. 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 Internal Revenue Code;

(2) not exceed the qualified basis of the housing, as defined under section 42(c) of the Internal
Revenue Code, less the 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.

Sec. 10. Minnesota Statutes 2002, section 469.177, subdivision 1, is amended to read:

Subdivision 1. [ORIGINAL NET TAX CAPACITY.] (8 Upon or after adoption of a tax
increment financing plan, the auditor of any county in which the district is situated shall, upon
regquest of the authority, certify the original net tax capacity of the tax increment financing district
and that portion of the district overlying any subdistrict as described in the tax increment financing
plan and shall certify in each year thereafter the amount by which the original net tax capacity has
increased or decreased as a result of a change in tax exempt status of property within the district
and any subdistrict, reduction or enlargement of the district or changes pursuant to subdivision 4.

(b) For districts approved under section 469.175, subdivision 3, or parcels added to existing
districts after May 1, 1988, if the classification under section 273.13 of property located in a
district changes to a classification that has a different assessment ratio, the original net tax capacity
of that property must be redetermined at the time when its use is changed as if the property had
originally been classified in the same class in which it is classified after its use is changed.
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(c) The amount to be added to the original net tax capacity of the district as a result of
previoudy tax exempt real property within the district becoming taxable equals the net tax
capacity of the real property as most recently assessed pursuant to section 273.18 or, if that
assessment was made more than one year prior to the date of title transfer rendering the property
taxable, the net tax capacity assessed by the assessor at the time of the transfer. If improvements
are made to tax exempt property after certification of the district and before the parcel becomes
taxable, the assessor shall, at the request of the authority, separately assess the estimated market
value of the improvements. If the property becomes taxable, the county auditor shall add to
original net tax capacity, the net tax capacity of the parcel, excluding the separately assessed
improvements. If substantial taxable improvements were made to a parcel after certification of the
district and if the property later becomes tax exempt, in whole or part, as a result of the authority
acquiring the property through foreclosure or exercise of remedies under a lease or other revenue
agreement or as aresult of tax forfeiture, the amount to be added to the original net tax capacity of
the district as a result of the property again becoming taxable is the amount of the parcel’s value
that was included in original net tax capacity when the parcel was first certified. The amount to be
added to the original net tax capacity of the district as a result of enlargements equals the net tax
capacity of the added real property as most recently certified by the commissioner of revenue as of
the date of modification of the tax increment financing plan pursuant to section 469.175,
subdivision 4.

(d) For districts approved under section 469.175, subdivision 3, or parcels added to existing
districts after May 1, 1988, if the net tax capacity of a property increases because the property no
longer qualifies under the Minnesota Agricultural Property Tax Law, section 273.111; the
Minnesota Open Space Property Tax Law, section 273.112; or the Metropolitan Agricultural
Preserves Act, chapter 473H, or because platted, unimproved property is improved or three years
pass after approval of the plat under section 273.11, subdivision 1, the increase in net tax capacity
must be added to the origina net tax capacity.

(e) The amount to be subtracted from the original net tax capacity of the district as a result of
previoudy taxable real property within the district becoming tax exempt, or a reduction in the
geographic area of the district, shall be the amount of origina net tax capacity initialy attributed
to the property becoming tax exempt or being removed from the district. If the net tax capacity of
property located within the tax increment financing district is reduced by reason of a court-ordered
abatement, stipulation agreement, voluntary abatement made by the assessor or auditor or by order
of the commissioner of revenue, the reduction shall be applied to the original net tax capacity of
the district when the property upon which the abatement is made has not been improved since the
date of certification of the district and to the captured net tax capacity of the district in each year
thereafter when the abatement relates to improvements made after the date of certification. The
county auditor may specify reasonable form and content of the request for certification of the
authority and any modification thereof pursuant to section 469.175, subdivision 4.

(f) If a parcel of property contained a substandard building that was demolished or removed
and if the authority elects to treat the parcel as occupied by a substandard building under section
469.174, subdivision 10, paragraph (b), the auditor shall certify the original net tax capacity of the
parcel using the greater of (1) the current net tax capacity of the parcel, or (2) the estimated market
value of the parcel for the year in which the building was demolished or removed, but applying the
class rates for the current year.

(g) For a redevelopment district qualifying under section 469.174, subdivision 10, paragraph
(a), clause (4), as a qualified disaster area, the auditor shall certify the value of the land as the
original tax capacity for any parcel in the district that contains a building that suffered substantial
damage as a result of the disaster or emergency.

[EFFECTIVE DATE.] This section is effective for districts for which the request for
certification is made after the day following final enactment.

Sec. 11. Minnesota Statutes 2002, section 469.1792, is amended to read:
469.1792 [SPECIAL DEFICIT AUTHORITY ]
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h_Sl?]bdivision 1. [SCOPE.] This section applies only to an authority with a preexisting district for
which:

(2) the increments from the district were insufficient to pay preexisting obligations as a result of
the class rate changes or the elimination of the state-determined general education property tax
levy under this act, or both; or

(2)(i) the development authority has a binding contract with a person requiring the authority to
pay to the person an amount that may not exceed the increment from the district or a specific
development within the district; and

(ii) the authority is unable to pay the full amount under the contract from the pledged
increments or other increments from the district that would have been due if the class rate changes
or elimination of the state-determined general education property tax levy or both had not been
made under Laws 2001, First Special Session chapter 5;

(3) the authority amends its tax increment financing plan to establish an affordable housing
account to which increments are pledged; or

(4) the authority amends its tax increment financing plan to establish a hazardous substance,
pollutant, or contaminant remediation account to which increments are pledged.

Subd. 2. [DEFINITIONS] (&) For purposes of this section, the following terms have the
meanings given.

(b) "Affordable housing account” means an account in which increment is deposited solely for
affordable housing activities as defined in section 469.174, subdivision 11.

(c) "Hazardous substance, pollutant, or contaminant remediation account” means an account in
which increment is deposited solely for removal or remediation activities described in section
469.174, subdivisions 16 to 19.

g%) "Preexisting district” means a tax increment financing district for which the request for
certification was made before August 1, 2001.

{€e) (e) "Preexisting obligation” means a bond or binding contract that:

(1) was issued or approved before August 1, 2001, or was issued pursuant to a binding contract
entered into before August 1, 2001;

(2) is secured by increments from a preexisting district.

Subd. 3. [ACTIONS AUTHORIZED.] (a) An authority with a district qualifying under this
?cti_on may take either-or-beth any or al of the following actions for any or al of its preexisting
istricts.

(1) the authority may elect that the original local tax rate under section 469.177, subdivision 1a,
does not apply to the district; and

(2) the authority may elect the fiscal disparities contribution will be computed under section
469.177, subdivision 3, paragraph (@), regardless of the election that was made for the district; or

(3) the authority may elect to extend the duration of the district by up to eight additional years
beyond the duration limit on the collection of increment under section 469.176, subdivision 1b or
1e, or a special law applicable to the district.

(b) The authority may take action under this subdivision only after the municipality approves
the action, by resolution, after notice and public hearing in the manner provided under section
469.175, subdivision 2.

(c) The additional increment that may be collected as a result of actions taken under this section
and any increments transferred to the district under section 469.1763, subdivision 6, is limited to
the lesser of:
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(1) the amount the authority is obligated to pay under preexisting obligations out of the
increments from the district that result in application of this section under subdivision 1; or

(2) an amount estimated to represent the difference between the increment that would have
been collected if the class rate changes and elimination of the state-determined general education
property tax levy had not been made under Laws 2001, First Specia Session chapter 5, for the
:jerm of the district under general law, and the actual increments collected for the term of the

istrict.

Subd. 4. [EXPENDITURES FROM AFFORDABLE HOUSING ACCOUNTS] Increment
from an affordable housing account may be spent by an authority anywhere within its area of
operation. Notwithstanding the definition of a project under section 469.174, increments may be
spent to assist housing that meets the requirements under section 469.1761. The limitation
imposed by section 469.1763, subdivision 2, does not apply to any transfers of increment to the
affordable housing account to the extent that the amount transferred to the account under this
subdivision does not exceed ten percent of the revenue derived from tax increments paid by
properties in the district in the year.

Subd. 5. [EXPENDITURES FROM HAZARDOUS SUBSTANCE, POLLUTANT, OR
CONTAMINANT REMEDIATION ACCOUNT.] Increment from a hazardous substance,
pollutant, or contaminant remediation account may be spent by an authority anywhere within its
area of operation. Notwithstanding the definition of a project under section 469.174, increments
may be expended to remediation and remova activities that meet the requirements of section
469.176, subdivision 4b or 4e. The limitation imposed by section 469.1763, subdivision 2, does
not apply to any transfers of increment to the hazardous substance, pollutant, or contaminant
remediation account to the extent that the amount transferred to the account under this subdivision
does not exceed ten percent of the revenue derived from tax increments paid by propertiesin the
district in the year.

[EFFECTIVE DATE.] This section is effective for actions taken and resolutions approved
after June 30, 2003.

Sec. 12. Laws 1967, chapter 558, section 1, subdivision 5, as amended by Laws 1979, chapter
135, section 1, and Laws 1985, chapter 98, section 2, is amended to read:

Subd. 5. Promotion of tourist, agricultural and industrial developments. The amount to be spent
annually for the purposes of this subdivision shall not exceed one-dollar five dollars per capita of
the county’ s population.

[EFFECTIVE DATE]

This section is effective the day after the governing body of Beltrami county and its chief
clerical officer timely complete their compliance with Minnesota Statutes, section 645.021,
subdivisions 2 and 3.

Sec. 13. Laws 1978, chapter 464, section 1, is amended to read:
Section 1. [ANOKA COUNTY; HOUSING AND REDEVELOPMENT.]

Subdivision 1. There is created in the county of Anoka a public body corporate and politic, to
be known as the Anoka county housing and redevel opment authority, having all of the powers and
duties of a housing and redevelopment authority under the provisions of the municipal housing
and redevelopment act, Minnesota Statutes, Section-462.411 to-462.711 sections 469.001 to
469.047. For the purposes of applying the provisions of the municipal housing and redevelopment
act to Anoka county, the county has all of the powers and duties of a municipality, the county
board has all of the powers and duties of a governing body, the chairman of the county board has
all of the powers and duties of a mayor, and the area of operation includes the area within the
territorial boundaries of the county.

Subd. 2. This section shall not limit or restrict any existing housing and redevelopment
authority or prevent a municipality from creating an authority. Fhe-county-shall-not-exercise
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If unii pal hosi g and 7 redel oent authoit ru he Ana conty
housing and redevelopment authority to handle the housing duties of the municipal authority, the
Anoka county housing and redevelopment authority shall act and have exclusive jurisdiction for

housing in the municipality. A transfer of duties relating to housing shall not transfer any duties
relating to redevel opment.

Subd. 3. [TAXING DISTRICT.] The taxing district of the Anoka county housing and
redevel opment authority shall include al cities and towns within Anoka county, except that a city
may limit its participation as provided in this subdivision. The Anoka county board shall notify all
cities and towns located within Anoka county if it adopts a resolution granting economic
development authority powers to the Anoka county housing and redevelopment authority under
Minnesota Statutes, section 469.1083, subdivision 1. Within 12 months following the Anoka
county board’s adoption of the resolution, a city may adopt a resolution requesting limited
participation. Such limited participation shall be effective only if each of the following criteriaare
met:

(1) the city has created a housing and redevelopment authority prior to December 13, 1994;

(2) the city has not transferred jurisdiction for housing to the Anoka county housing and
redevelopment authority under subdivision 2; and

(3) the Anoka county housing and redevel opment authority levy within the city is not pledged
for the repayment of bonds or other forms of indebtedness.

The levy of the Anoka county housing and redevelopment authority within a city with limited
participation must not exceed 40 percent of the maximum levy allowed by Taw. The Anoka county
housing and redevelopment authority shall not undertake a housing project, a housing
development project, a redevelopment project, or an economic development project within the
boundaries of a city with limited participation. A city with limited participation may, at any time,
adopt a resolution revoking its limited participation status.

[EFFECTIVE DATE.] This section is effective the day after the governing body of Anoka
county and its chief clerical officer timely complete their compliance with Minnesota Statutes,
section 645.021, subdivisions 2 and 3.

Sec. 14. [DEFINITIONS]

Subdivision 1. [DEFINITIONS.] For the purposes of sections 14 to 20, the terms defined in this
section have the following meanings.

Subd. 2. [LAKES AREA ECONOMIC DEVELOPMENT AUTHORITY. "Lakes area
economic development authority” or "authority" means the lakes area economic authority
established as provided in section 15.

Subd. 3. [PERSON.] "Person" means an individual, partnership, corporation, cooperative, or
other organization or entity, public or private.

Subd. 4. [MEMBER.] "Member" means the city of Alexandria or Garfield or the township of
Alexandria or La Grand, or any other municipality, the geographic area of which is included
within the jurisdiction of the authority.

Subd. 5. [MUNICIPALITY.] "Municipality" means a statutory or home rule charter city or
town Tocated in Douglas county.

Sec. 15. [LAKES AREA ECONOMIC DEVELOPMENT AUTHORITY ]

Subdivison 1. [ESTABLISHMENT.] A lakes area economic development authority with
jurisdiction over the geographic area of its members is established as a public corporation and
palitical subdivision of the state with perpetual succession and all the rights, powers, privileges,
immunities, and duties that may be validly granted to or imposed upon a municipal corporation, as
provided in sections 14 to 20.
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Subd. 2. [BOARD OF COMMISSIONERS] The authority is governed by a board of
commissionersto be selected as follows. the mayor of each member city, and the chair of the town
board of each member town shall appoint one commissioner, subject to the approva of the
re%ectlve city council or town board. The terms of the commissioner are as provided in
subdivision 5.

Subd. 3. [TIME LIMITS FOR SELECTION, ALTERNATIVE APPOINTMENT BY
DISTRICT JUDGE.] The initia appointment of commissioners must be made no later than 60
days after sections 14 to 20 become effective. Subsequent appointments must be made within 60
days before the expiration of a term in the same manner as the predecessor was selected. A
vacancy on the board must be filled within 60 days after it occurs. If a selection is not made within
the prescribed time, the chief judge of the seventh judicial district of the Minnesota district court
on application by an interested person shall appoint an eligible person to the board.

Subd. 4. [VACANCIES] If avacancy occursin the office of commissioner, the vacancy must
be filled for the unexpired term in a like manner as provided for selection of the commissioner
who vacated the office. The office must be considered vacant under the conditions specified in
Minnesota Statutes, section 351.02.

Subd. 5. [TERMS OF OFFICE.] The terms of the initial appointees to the board of
commissioners are for three, four, five, and six years and must be established by lot among the
initial four commissioners. The mayor or town board chair of any new member added under
section 18 shall designate the term, not to exceed six years, of the first commissioner selected to
represent the member. Succeeding terms of al commissioners are six years, except that each
commissioner serves until a successor has been duly selected and qualified.

Subd. 6. [REMOVAL.] A commissioner may be removed by the unanimous vote of the
appointing governing body, with or without cause.

Subd. 7. [QUALIFICATIONS] A commissioner may, but need not, be a resident of the
territory of the member appointing that commissioner.

Subd. 8. [COMPENSATION.] A commissioner must be paid a per diem compensation for
attending a regular or special meeting in an amount determined by the board. A commissioner
must be reimbursed for al reasonabl e expensesincurred in the performance of the commissioner’s
duties as determined by the board.

Sec. 16. [POWERS; APPLICATION OF EDA LAW ]

Subdivision 1. [USE OF EDA POWERS.] Except as otherwise provided in sections 14 to 20,
the authority may exercise any of the powers of an economic development authority (EDA)
provided by Minnesota Statutes, sections 469.090 to 469.1082, and for this purpose the term "city"
means a member. Minnesota Statutes, sections 469.096 to 469.101, 469.103 to 469.106, and
469.108 to 469.1081, apply to the authority, except that the authority’s fiscal year is the calendar

year.
Subd. 2. [LAW THAT IS NOT APPLICABLE.] The provisionsiin:
(1) Minnesota Statutes, section 469.091, subdivision 1, expressly relating to:

(i) the adoption of an enabling resolution;
(if) Minnesota Statutes, section 469.092; or

(iii) housing and redevel opment authorities, and

(2) Minnesota Statutes, sections 469.093, 469.095, 469.102, and 469.107;
do not apply to the authority.

Sec. 17. [MEMBERS MUST LEVY TAXES FOR AUTHORITY ]
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(8 A member shall, at the request of the authority, levy atax in any year for the benefit of the
authority. The tax is, for each member, a pro rata portion of the total amount of tax requested by
the authority based on the taxable market value within a member’s jurisdiction, but in no event
may the tax in any year exceed 0.01813 percent of taxable market value. For purposes of this
section, "taxable market value™ has the meaning as given in Minnesota Statutes, section 273.032.

(b) The treasurer of each member city or town shall, within 15 days after receiving the property
tax settlements from the county treasurer, pay to the treasurer of the authority the amount collected
for this purpose. The money must be used by the authority for the purposes provided by sections
14 to 20.

Sec. 18. [ADDITION AND WITHDRAWAL OF MEMBERS]

Subdivision 1. [ADDITIONS.] A municipality upon a resolution adopted by a four-fifths vote
of al of its governing body may petition the authority to be included within the jurisdiction of the
authority and, if approved by the authority, the geographic area of the municipality must be
included within the jurisdiction of the authority and subject to the jurisdiction of the authority
under sections 14 to 20.

Subd. 2. [WITHDRAWALS.] A municipality may withdraw from the authority by resolution
of its governing body. The municipality must notify the board of commissioners of the authority of
the withdrawal by providing a copy of the resolution at |east two yearsin advance of the proposed
withdrawal. Unless the authority and the withdrawing member agree otherwise by action of their
governing bodies, the taxable property of the withdrawing member is subject to the property tax
levy under section 17 for two taxes payable years following the notification of the withdrawal and
the withdrawing member retains any rights, obligations, and liabilities obtained or incurred during
its participation.

Sec. 19. [CONTRACTS WITH NONPROFIT CORPORATIONS]

The authority may enter into contracts with one or more nonprofit corporations to make, from
funds of and under guidelines set by the authority, loans or grants for projects the authority may
undertake under sections 14 to 20. Minnesota Statutes, section 465.719, does not apply so long as
the nonprofit corporation is not described in Minnesota Statutes, section 465.719, subdivision 1,
paragraph (b), item (i), or (b), item (ii).

Sec. 20. [RELATION TO EXISTING LAWS)]

Sections 14 to 20 must be given full effect notwithstanding any law or charter that is
inconsistent with them.

Sec. 21. [LOCAL APPROVAL; EFFECTIVE DATE.]

Sections 14 to 20 are only effective as to all affected governing bodies on the day after the last
of the governing bodies or town boards of the cities of Alexandria and Garfield and the towns of
Alexandriaand La Grand in Douglas county and the chief clerical officer of each of them timely
complete their compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 22. [MULTICITY HOUSING AND REDEVELOPMENT AUTHORITY ]

Subdivision 1. [ESTABLISHED.] A multicity authority is established that includes the cities of
Arden Hills, Blaine, Circle Pines, Mounds View, New Brighton, Roseville, and Shoreview, to be
known as the housing and redevel opment authority in and for the "1-35W Corridor Codlition."

Subd. 2. [PURPOSES]] In addition to the purposes set forth in Minnesota Statutes, sections
469.001 to 469.047, the purposes of the authority are:

(1) to assist homeowners with flexible financing tools to complete home improvement projects,

(2) to assist owners through the complex construction process when renovating their homes;

(3) to assist individuals and families to become new homeowners,
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(4) to reduce the number of substandard housing units; and

(5) to keep the community’s housing stock usable for future generations.

Subd. 3. [DEFINITIONS] (@) For the purposes of this section, the terms defined in Minnesota
Statutes, sections 469.001 to 469.047, have the meanings given to them. The terms defined in this
subdivision apply to this section unless the context indicates a different meaning.

(b) "Area of operation” means the area within the territoria boundaries of the seven cities.

(c) "Authority" means the housing and redevelopment authority in and for the [-35W Corridor
Codition.

(d) "Multicounty authority" means the authority.

(e) "State public body" means the authority.

Subd. 4. [COMMISSIONERS] The authority consists of 14 commissioners who shall be the
mayor or acting mayor and the city manager, acting city manager, city administrator, or acting city
administrator of each city in the authority. The term of the mayor or acting mayor is coterminous
with the mayora term of office. In the case of the city manager, acting city manager, city
administrator, or acting city administrator, the term is five years from the date of appointment.
Each commissioner has one vote.

Subd. 5. [LEVY AUTHORITY.] Subject to the consent by resolution of the cities in and for
which a levy is created, the authority may levy a tax upon all taxable property within its area of
operation in accordance with Minnesota Statutes, section 469.033, subdivision 6. Any tax levied
under this section by the authority is not considered to be in addition to any tax previoudy levied
or to be levied under Minnesota Statutes, section 469.033, subdivision 6. A levy by the authority
under this section and a levy by any city under Minnesota Statutes, section 469.033, subdivision 6,
may not together exceed the levy limitsin that section. Thelevy is effective after the resolutions of
consent have been adopted by all the cities in the area of operation.

Subd. 6. [APPROVAL OF EXISTING AUTHORITIES] All projects, redevelopment plans, or
levies must be approved by the cities in which they will be located, implemented, or levied.
Approval of projects, redevelopment plans, or levies is not required by the county in which the
affected city is Tocated or by an existing housing and redevelopment authority or economic
development authority of the affected city.

Subd. 7. [APPLICATION OF OTHER LAWS)] Provisions in Minnesota Statutes, sections
469.001 to 469.047, applicable to housing and redevelopment authorities also apply to the housing
and redevelopment authority in and for the 1-356W Corridor Codlition subject to this section.

Subd. 8. [SUNSET.] This section expires on December 31, 2013.

Subd. 9. [EFFECTIVE DATE.] This section is effective for the cities of Arden Hills, Blaine,
Circle Pines, Mounds View, New Brighton, Roseville, and Shoreview after the governing body
and its chief clericd officer of thelast of those seven cities timely complete their compliance with
Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 23. [CITY OF DETROIT LAKES]

Notwithstanding limitations on the amount of increment that may be pooled to eliminate a
deficit under Minnesota Statutes, section 469.1763, subdivision 6, the city of Detroit Lakes may
transfer available increments from any of its tax increment financing districtsto TIF District 21-1
to be used to eliminate a deficit in the increment generated by TIF District 21-1 that is required to
pay debt service on obligations issued for the district. The authority under this section applies to
deficits occurring in 2000 and subsequent years.

[EFFECTIVE DATE.] This section is effective upon approval by the governing body of
Detroit Lakes and compliance with Minnesota Statutes, section 645.021.
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Sec. 24. [CITY OF DULUTH; EXPENDITURE OF TAX INCREMENTS]

Subdivison 1. [EXPENDITURES AUTHORIZED.] Notwithstanding Minnesota Statutes,
section 469.1764, the Duluth economic development authority may expend up to $3,000,000 of
tax increments collected from development district No. 3 on activities Tocated outside the
geographic boundaries of the district, subject to the conditions in this section.

Subd. 2. [LOCATION OF EXPENDITURES.] Tax increments must be spent within the area
bounded by the following described lines:

(2) to the north by aline described as follows: beginning at the intersection of the centerline of
29th Avenue West and the southerly Tine of West Michigan Streef, thence southwesterly along the
southerly Tine of West Michigan Street to the east limit of the DM&IR railway right-of-way;
thence northwesterly along the easterly Timit of the DM&IR railway right-of-way to the centerline
of West Superior Street to its intersection with the centerline of Jenswold Street; thence
southwesterly along the centerline of Jenswold Street to its intersection with the centerline of the
Northern Pacific Rallway Company’s main line to St. Paul; thence southwesterly along the
centerline of the Northern Pacific Railway Company’s main lineto St. Paul to its intersection with
the extended centerline of 37th Avenue West;

(2) to the west by aline described as follows. beginning at the intersection of the centerline of
the Northern Pacific Rallway Company’s main line to St. Paul and the extended centerline of 37th
Avenue West; then southeasterly along said extended centerline of 37th Avenue West o its
intersection with the centerline of Interstate highway 35;

(3) to the south by the centerline of Interstate highway 35; and
(4) to the east by the centerline of 29th Avenue West.

Subd. 3. [LIMITATIONS ON USE.] All expenditures of tax increments permitted by this
section must meet the requirements of Minnesota Statutes, section 469.176, subdivision 4j.

[EFFECTIVE DATE.] This section is effective June 1, 2003.
Sec. 25. [CITY OF DULUTH; TAX INCREMENT FINANCING DISTRICT ]

Subdivision 1. [AUTHORIZATION.] Upon approva of the governing body of the city of
Duluth, the Duluth economic development authority may creaie an economic development tax
increment financing district for aircraft related facilities. Except as otherwise provided in this
section, the provisions of Minnesota Statutes, sections 469.174 to 469.179, apply to the district.

Subd. 2. [SPECIAL RULES.] (@) Notwithstanding the provisions of Minnesota Statutes,
section 469.176, subdivision 1b, paragraph (a), clause (3), no tax increment shall be paid to the
authority after 25 years after receipt by the authority of the first tax increment for the district
authorized by this section.

(b) The development in the district authorized by this section shall be deemed to be a purpose
authorized under Minnesota Statutes, section 469.176, subdivision 4c, paragraph (a).

(c) For purposes of Minnesota Statutes, section 469.177, subdivision 12, the applicable
maximum duration limit of the district authorized by this section shall be as set forth in paragraph

@.

[EFFECTIVE DATE.] This section is effective upon compliance with the requirements of
Minnesota Statutes, sections 469.1782 and 645.021.

Sec. 26. [CITY OF MONTICELLO; EXTENSION OF TIME FOR ACTIVITY IN A TAX
INCREMENT FINANCING DISTRICT ]

The requirements of Minnesota Statutes, section 469.1763, subdivision 3, that activities must be
undertaken within a five-year period from the date of certification of a tax increment financing
district, must be considered to be met for the city of Monticello tax increment financing district no.
1-22 if the activities are undertaken within ten years from the date of certification of the district.
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[EFFECTIVE DATE.] This section is effective upon compliance by the governing body of
the city of Monticello with the requirements of Minnesota Statutes, section 645.021.

Sec. 27. [CITY OF NEW HOPE; TAX INCREMENT FINANCING DISTRICT.]

Subdivision 1. [SPECIAL RULES] (a) At the election of the city, upon adoption of the tax
increment financing plan for a district or districts described in this section, the rules provided
under this section apply to each such didtrict.

For purposes of this section, "district" means a redevelopment or soils condition tax increment
financing district established by the city of New Hope or the economic development authority of
the city within the following area: beginning at the intersection of Winnetka Avenue N. and the
westerly extension of 58th Avenue N., east on the westerly extension of 58th Avenue N. to Sumter
Avenue N., south on Sumter Avenue N. to Bass Lake Road, east on Bass Lake Road to the city
boundaries of New Hope and Crystal, MN, south aong that city boundary to St. Raphael Drive,
west on St. Raphadl Drive to Sumter Avenue N., south on Sumter Avenue N. to 53rd Avenue N.,
west on 53rd Avenue N. to Winnetka Avenue N., north on Winnetka Avenue N. to 55th Avenue
N., west on 55th Avenue N. to Zealand Avenue N., north on Zealand Avenue N. to Bass Lake
Road, east on Bass Lake Road to Yukon Avenue N., north on Yukon Avenue N. to Meadow Lake
Road E., east on Meadow Lake Road E. to the intersection with the west property line of New
Hope golf course, south along the west property line of New Hope golf course to Bass L ake Road,
east on Bass Lake Road to Winnetka Avenue N., north on Winnetka Avenue N. to the point of
beginning. The total humber of parcels that may be included within all such redevelopment or
soils condition tax increment financing districts must not exceed 131 and the total acreage,
including roads, easements, and rights-of-way, must not exceed 130 acres.

(b) The five-year rule under Minnesota Statutes, section 469.1763, subdivision 3, applies as if
the limit is nine years.

(c) Thelimitations on expenditure of increment outside of the district under Minnesota Statutes,
section 469.1763, subdivision 2, do not apply, provided that increments may only be expended on
improvements or activities within the area identified in paragraph ().

(d) The reguirement relating to the original local tax rate for the district under Minnesota
Statutes, section 469.177, subdivision 1a, does not apply.

(e) The requirements for qualifying a redevelopment district under Minnesota Statutes, section
469.174, subdivison 10, do not apply to the parcels identified as 08-118-21-22-0001,
08-118-21-33-0008, 08-118-21-33-0009, 08-118-21-33-0010, 08-118-21-33-0011,
08-118-21-33-0013, 08-118-21-33-0018, 08-118-21-33-0019, 08-118-21-33-0025,
08-118-21-33-0027, 08-118-21-33-0029, 08-118-21-33-0082, and 08-118-21-33-0087, which are
deemed substandard for the purpose of qualifying the district as a redevelopment district.

Subd. 2. [EXPIRATION.] (a) The exception under subdivision 1, paragraph (c), from the
limitations of Minnesota Statutes, section 469.1763, subdivision 2, expires 20 years after the
receipt of the first increment from a district for which the city has elected that this section applies.

(b) The authority to approve tax increment financing plans to establish a tax increment
financing district subject to this section expires on December 31, 2013,

Subd. 3. [EFFECTIVE DATE.] This section is effective upon approval by the governing bodies
of the city of New Hope and Hennepin county and upon compliance by the city with Minnesota
Statutes, section 645.021, subdivision 3.

Sec. 28. [CITY OF RICHFIELD; TAX INCREMENT FINANCING DISTRICT.]

Subdivison 1. [AUTHORIZATION.] The city of Richfield may create a tax increment
financing district consisting of an area bordered by crosstown highway 62 on the north, 66th street
on the south, trunk highway 77 on the east, and the east side of 16th avenue to the west. The city
or its housing and redevelopment authority may be the authority for the purposes of Minnesota
Statutes, sections 469.174 to 469.179.
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Subd. 2. [DISTRICT IS REDEVELOPMENT DISTRICT.] The redevelopment tax increment
district created pursuant to subdivision 1 is deemed to be a redevel opment district and is subject to
Minnesota Statutes, sections 469.174 to 469.179, except that expenditures for activities as defined
in Minnesota Statutes, section 469.1763, subdivision 1, paragraph (b), anywhere in the district are
deemed to be the costs of correcting conditions that allow the designation of redevelopment
districts pursuant to Minnesota Statutes, section 469.174, subdivision 10.

[EFFECTIVE DATE.] Thissection is effective upon local approval by the city of Richfieldin
compliance with Minnesota Statutes, section 645.021.

Sec. 29. [CITY OF ROSEVILLE; TAX INCREMENT FINANCING DISTRICT.]

Subdivision 1. [SPECIAL RULES] (a) At the election of the city, upon adoption of the tax
increment financing plan for a district or districts described in this section, the rules provided
under this section apply to each such district.

For purposes of this section, "district" means a redevelopment or soils condition tax increment
financing district established by the city of Roseville or the economic devel opment authority of the
city within an area generally described as follows. from the Northwest corner of Section 4,
Township 29, Range 23, Ramsey County, Minnesota, south 1,265 feet along the centerline of
Cleveland Avenue to the point of beginning, then easterly a distance of approximately 902 fest,
then southerly 315 feet, then easterly 416 feet to the west right-of-way line of the 33 foot wide
Prior Avenue, then southerly along that Tine approximately 602 feet to the intersection with aline
running southwesterly approximately 790 feet to a point along the centerline of County Road C-2
which is approximately 980 feet east of its intersection with the centerline of Cleveland Avenue,
then southerly approximately 650 feet, then easterly 35 feet, then southerly approximately 300
feet, then easterly 240 feet, then southerly 270 feet, then easterly 580 feet, then north and easterly
aong an irregular Tine on the eastern boundary of Langton Lake a distance of 835 feet, then
easterly 2,346 feet adong the south edge of platted and Oasis Park property, then southerly a
distance of 2,101 feet to the south right-of-way of County Road C, then westerly along the south
right-of-way a distance of approximately 4,210 feet to the intersection with the centerline of
Cleveland Avenue, then northerly along the Cleveland Avenue centerline a distance of
approximately 4,371 feet to the point of beginning. Also included are the additional connected
public rights-of-way and public lands as follows. the Terrace Drive right-of-way from the eastern
boundary of the Business Park boundary, easterly approximately 1,000 feet to the intersection with
the western right-of-way of Snelling Avenue, the County Road C right-of-way from the eastern
boundary of the Business Park boundary, easterly approximately 1,080 feet to the intersection with
the centerline of Snelling Avenue; and the area generally west of Cleveland Avenue between
Cleveland Avenue and marked Interstate Highway 35W, from County Road C approximately
3,000 feet north, encompassing entry ramps, wetlands, and regiona storm water storage ponds.

(b) The five-year rule under Minnesota Statutes, section 469.1763, subdivision 3, applies as if
the limit is nine years.

(c) The limitations on expenditure of increment outside of the district under Minnesota Statutes,
section 469.1763, subdivision 2, do not apply, provided that increments may only be expended on
improvements or activities within the areas identified in paragraph (a).

(d) The reguirement relating to the original local tax rate for the district under Minnesota
Statutes, section 469.177, subdivision 1a, does not apply.

Subd. 2. [APPLICATION OF OTHER LAWS] All references in Minnesota Statutes to tax
increment financing districts created and tax increments generated under Minnesota Statutes,
sections 469.174 to 469.1799, apply subject to this section, provided that Minnesota Statutes,
sections 469.174 to 469.1799, apply only to the extent specified in this section.

Subd. 3. [EXPIRATION.] (a) The exception under subdivision 1, paragraph (c), from the
limitations of Minnesota Statutes, section 469.1763, subdivision 2, expires 20 years after the
receipt of the first increment from a district for which the city has elected that this section applies.
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(b) The authority to approve tax increment financing plans to establish a tax increment
financing district subject to this section expires on December 31, 2013.

[EFFECTIVE DATE.] This section is effective upon approval by the governing bodies of the
city of Roseville and Ramsey county and upon compliance by the the city with Minnesota
Statutes, section 645.021, subdivision 3.

Sec. 30. [CITY OF ST. MICHAEL; TAX INCREMENT FINANCING DISTRICT.]

Subdivision 1. [ESTABLISHMENT OF DISTRICT.] The city of St. Michadl may establish a
redevelopment tax increment financing district subject to Minnesota Statutes, sections 469.174 to
469.179, except as provided in this section. The district must be established within an area that
includes the downtown and town center areas as designated by the city as well as all parcels
adjacent to marked trunk highway 241 within the city.

Subd. 2. [SPECIAL RULES] (a) Notwithstanding the requirements of Minnesota Statutes,
section 469.174, subdivision 10, the district may be established and operated as a redevel opment
district.

(b) Notwithstanding the restrictions of Minnesota Statutes, sections 469.176, subdivisions4 and
4j, and 469.1763, subdivision 2, revenues derived from tax increments from the district created
under this section may be used to meet the cost of land acquisition, removal of buildingsin the
right-of-way acquisition area, and other costs incurred by the city of St. Michael in the expansion
and improvement of marked trunk highway 241 within the city.

(c) Minnesota Statutes, section 469.176, subdivision 5, does not apply to the district.

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

Sec. 31. [KANDIYOHI COUNTY AND CITY OF WILLMAR.]

Subdivision 1. [POWERS.] Notwithstanding Minnesota Statutes, sections 469.090 and
469.1082, Kandiyohi county may exercise the powers of a city under Minnesota Statutes, sections
469.090 to 469.107. Kandiyohi county and the city of Willmar may enter into a joint powers
agreement under Minnesota Statutes, section 471.59, to jointly or cooperatively exercise any of the
powers common to both the county and the city under Minnesota Statutes, sections 469.090 to
469.107, in a manner to be determined by a mgority of the Kandiyohi county board and the
Willmar city council.

Subd. 2. [SPECIAL TAXING DISTRICT.] A joint powers entity created under this sectionisa
political subdivision of the state and a specid taxing district as defined by Minnesota Statutes,
section 275.066, clause (24), with the power to adopt and certify a property tax levy to the county
auditor.

Subd. 3. [EFFECTIVE DATE; NO LOCAL APPROVAL REQUIRED.] Under Minnesota
Statutes, section 645.023, subdivision 1, paragraph (&), no loca approval of this section is

required.
[EFFECTIVE DATE.] This sections is effective the day after final enactment.

Sec. 32. CITY OF HOPKINS; TAX INCREMENT FINANCING DISTRICT; EXTENSION
OF FIVE-YEAR RULE|]

The requirements of Minnesota Statutes, section 469.1763, subdivision 3, that activities must be
undertaken within a five-year period from the date of certification of tax increment financing
district must be considered to be met for the city of Hopkins redevelopment tax increment district
2-11, if the activities are undertaken within ten years from the date of certification of the district.

[EFFECTIVE DATE.] This section is effective upon compliance by the governing body of
the city of Hopkins with the provisions of Minnesota Statutes, section 645.021.
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Sec. 33. [CITIES OF ELGIN, EYOTA, BYRON, AND ORONOCO; TAX INCREMENT
FINANCING DISTRICTS]

Subdivision 1. [AUTHORIZATION.] Notwithstanding the mileage limitation in Minnesota
Statutes, section 469.174, subdivision 27, the cities of Elgin, Eyota, Byron, and Oronoco are
deemed to be small cities for purposes of Minnesota Statutes, sections 469.174 to 469.1799, as
long as they do not exceed the population limit in that section.

Subd. 2. [LOCAL APPROVAL.] Thissection is availablefor each of the cities of Elgin, Eyota,
Byron, and Oronoco upon approval of that city’s governing body and compliance with Minnesota
Statutes, section 645.021, subdivisions 2 and 3.

ARTICLES
PUBLIC FINANCE

Section 1. [37.31] [ISSUANCE OF BONDS]

Subdivision 1. [BONDING AUTHORITY.] The society may issue negotiable bonds in a
principal amount that the society determines necessary to provide sufficient money for achieving
Its purposes, including the payment of interest on bonds of the society, the establishment of
reservesto secureits bonds, the payment of feesto athird party providing credit enhancement, and
the payment of all other expenditures of the society incident to and necessary or convenient to
carry out its corporate purposes and powers. Bonds of the society may be issued as bonds or notes
or in any other form authorized by law. The principal amount of bonds issued and outstanding
under this section at any time may not exceed $20,000,000, excluding bonds for which refunding
bonds or crossover refunding bonds have been issued.

Subd. 2. [REFUNDING OF BONDS.] The society may issue bonds to refund outstanding
bonds of the society, to pay any redemption premiums on those bonds, and to pay interest accrued
or to accrue to the redemption date next succeeding the date of delivery of the refunding bonds.
The society may apply the proceeds of any refunding bonds to the purchase or payment at
maturity of the bonds to be refunded, or to the redemption of outstanding bonds on the redemption
date next succeeding the date of delivery of the refunding bonds and may, pending the application,
place the proceeds in escrow to be applied to the purchase, retirement, or redemption of the bonds.
Pending use, escrowed proceeds may be invested and reinvested in obligations issued or
guaranteed by the state or the United States or by any agency or instrumentality of the state or the
United States, or in certificates of deposit or time deposits secured in a manner determined by the
society, maturing at a time appropriate to assure the prompt payment of the principal and interest
and redemption premiums, If any, on the bonds to be refunded. The income realized on any
investment may also be applied to the payment of the bonds to be refunded. After the terms of the
escrow have been fully satisfied, any balance of the proceeds and any investment income may be
returned to the society for use by it in any lawful manner. All refunding bonds issued under this
subdivision must be issued and secured in the manner provided by resolution of the society.

Subd. 3. [KIND OF BONDS.] Bonds issued under this section must be negotiable investment
securities within the meaning and for all purposes of the Uniform Commercia Code, subject only
to the provisions of the bonds for registration. The bonds issued must be limited obligations of the
society not secured by its full faith and credit and payable solely from specified sources or assets.

Subd. 4. [RESOLUTION AND TERMS OF SALE.] The bonds of the society must be
authorized by a resolution or resolutions adopted by the society. The bonds must bear the date or
dates, mature at the time or times, bear interest at a fixed or variable rate, including a rate varying
periodically at the time or times and on the terms determined by the society, or any combination of
fixed and variable rates, be in the denominations, be in the form, carry the registration privileges,
be executed in the manner, be payable in lawful money of the United States, at the place or places
within or without the state, and be subject to the terms of redemption or purchase before maturity
as the resolutions or certificates provide. If, for any reason existing at the date of issue of the
bonds or existing at the date of making or purchasing any Toan or securities from the proceeds or
after that date, the interest on the bonds is or becomes subject to federal income taxation, this fact
does not affect the validity or the provisions made for the security of the bonds. The society may
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make covenants and take or have taken actions that are in its judgment necessary or desirable to
comply with conditions established by federal law or regulations for the exemption of interest on
its obligations. The society may refrain from compliance with those conditions if in its judgment
this would serve the purposes and policies set forth in this chapter with respect to any particular
issue of bonds, unless this would violate covenants made by the society. The maximum maturity
of a bond, whether or not issued for the purpose of refunding, must be 30 years from its date. The
bonds of the society may be sold at public or private sale, at a price or prices determined by the
society; provided that:

(1) the aggregate price at which an issue of bonds is initialy offered by underwriters to
investors, as stated in the authority’s officia statement with respect to the offering, must not
exceed by more than three percent the aggregate price paid by the underwriters to the society at
the time of delivery;

(2) the commission paid by the society to an underwriter for placing an issue of bonds with
investors must not exceed three percent of the aggregate price at which the issue is offered to
investors as stated in the society’s offering statement; and

(3) the spread or commission must be an amount determined by the society to be reasonable in
light of the risk assumed and the expenses of issuance, if any, required to be paid by the
underwriters.

Subd. 5. [EXEMPTION.] The notes and bonds of the society are not subject to sections 16C.03,
subdivision 4, and 16C.05.

Subd. 6. [RESERVES; FUNDS; ACCOUNTS] The society may establish reserves, funds, or
accounts necessary to carry out the purposes of the society or to comply with any agreement made
by or any resolution passed by the society.

Sec. 2. [37.32] [TENDER OPTION ]

An obligation may beissued giving its owner the right to tender or the society to demand tender
of the obligation to the society or another person designated by it, for purchase at a specified time
or times, if the society has first entered into an agreement with a suitable financial institution
obligating the financid institution to provide funds on a timely basis for purchase of bonds
tendered. The obligation is not considered to mature on any tender date and the purchase of a
tendered obligation is not considered a payment or discharge of the obligation by the society.
Obligations tendered for purchase may be remarketed by or on behaf of the society or another
purchaser. The society may enter into agreements it considers appropriate to provide for the
purchase and remarketing of tendered obligations, including:

(1) provisions under which undelivered obligations may be considered tendered for purchase
and new obligations may be substituted for them;

(2) provisions for the payment of charges of tender agents, remarketing agents, and financial
institutions extending lines of credit or letters of credit assuring repurchase; and

(3) provisions for reimbursement of advances under letters of credit that may be paid from the
proceeds of the obligations or from tax and other revenues appropriated for the payment and
security of the obligations and similar or related provisions.

Sec. 3. [37.33] [BOND FUND]

Subdivision 1. [CREATION AND CONTENTS.] The society may establish a special fund or
funds for the security of one or more or all series of its bonds. The funds must be known as debt
service reserve funds. The society may pay into each debt service reserve fund:

(1) the proceeds of sale of bonds to the extent provided in the resolution or indenture
authorizing the issuance of them;

(2) money directed to be transferred by the society to the debt service reserve fund; and
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(3) other money made available to the society from any other source only for the purpose of the
fund.

Subd. 2. [USE OF FUNDS.] Except as provided in this section, the money credited to each debt
service reserve fund must be used only for the payment of the principa of bonds of the society as
they mature, the purchase of the bonds, the payment of interest on them, or the payment of any
premium required when the bonds are redeemed before maturity. Money in a debt service reserve
fund must not be withdrawn at atime and in an amount that reduces the amount of the fund to less
than the amount the society determines to be reasonably necessary for the purposes of the fund.
However, money may be withdrawn to pay principal or interest due on bonds secured by the fund
if other money of the society is not available.

Subd. 3. [INVESTMENT.] Money in a debt service reserve fund not required for immediate
use may be invested in accordance with section 37.07.

Subd. 4. [MINIMUM AMOUNT OF RESERVE AT ISSUANCE.] If the society establishes a
debt service reserve fund for the security of any series of bonds, it shall not issue additional bonds
that are similarly secured if the amount of any of the debt service reserve funds at the time of
issuance does not equal or exceed the minimum amount required by the resolution creating the
fund, unless the society deposits in each fund at the time of issuance, from the proceeds of the
bonds, or otherwise, an amount that when added together with the amount then in the fund will be
at [east the minimum amount required.

Subd. 5. [TRANSFER OF EXCESS] To the extent consistent with the resolutions and
indentures securing outstanding bonds, the society may at the close of afiscal year transfer to any
other fund or account from any debt service reserve fund any excess in that reserve fund over the
amount determined by the society to be reasonably necessary for the purpose of the reserve fund.

Sec. 4. [37.34] [MONEY OF THE SOCIETY ]

The society may contract with the holders of any of its bonds as to the custody, collection,
securing, investment, and payment of money of the society or money held in trust or otherwise for
the payment of bonds, and to carry out the contract. Money held in trust or otherwise for the
payment of bonds or in any way to secure bonds and deposits of the money may be secured in the
same manner as money of the society, and all banks and trust companies are authorized to give
security for the deposits.

Sec. 5. [37.35] [NONLIABILITY ]

Subdivision 1. [NONLIABILITY OF INDIVIDUALS] No member of the society or other
person executing the bonds is liable personally on the bonds or is subject to any personal liability
or accountability by reason of their issuance.

Subd. 2. [NONLIABILITY OF STATE.] The state is not liable on bonds of the society issued
under section 37.31 and those bonds are not a debt of the state. The bonds must contain on their
face a statement to that effect.

Sec. 6. [37.36] [PURCHASE AND CANCELLATION BY SOCIETY ]

Subject to agreements with bondholders that may then exist, the society may purchase out of
money available for the purpose, bonds of the society which shall then be canceled, at a price not
exceeding the following amounts:

(1) if the bonds are then redeemable, the redemption price then applicable plus accrued interest
to the next interest payment date of the bonds; or

(2) if the bonds are not redeemable, the redemption price applicable on the first date after the
purchase upon which the bonds become subject to redemption plus accrued interest to that date.

Sec. 7. [37.37] [STATE PLEDGE AGAINST IMPAIRMENT OF CONTRACTS]
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The state pledges and agrees with the holders of bonds issued under section 37.31 that the state
will not limit or alter the rights vested in the society to fulfill the terms of any agreements made
with the bondholders or in any way impair the rights and remedies of the holders until the bonds,
together with interest on them, with interest on any unpaid installments of interest, and all costs
and expenses in connection with any action or proceeding by or on behalf of the bondholders, are
fully met and discharged. The society may include this pledge and agreement of the state in any
agreement with the holders of bonds issued under section 37.31.

Sec. 8. Minnesota Statutes 2002, section 373.01, subdivision 3, is amended to read:

Subd. 3. [CAPITAL NOTES.] A county board may, by resolution and without referendum,
issue capital notes subject to the county debt limit to purchase capital equipment useful for county
purposes that has an expected useful life at least equal to the term of the notes. The notes shall be
payable in not more than five years and shall be issued on terms and in a manner the board
determines. A tax levy shall be made for payment of the principal and interest on the notes, in
accordance with section 475.61, as in the case of bonds. For purposes of this subdivision, "capital
equipment” means public safety, ambulance, road construction or maintenance, and medical -and
data—proeessing equipment, and computer hardware and original operating system software.

Sec. 9. Minnesota Statutes 2002, section 373.45, subdivision 1, is amended to read:

Subdivision 1. [DEFINITIONS] (a) As used in this section, the following terms have the
meanings given.

(b) "Authority" means the Minnesota public facilities authority.
(c) "Commissioner" means the commissioner of finance.

(d) "Debt obligation" means a general obligation bond issued by a county, or a bond payable
from a county lease obligation under section 641.24, to provide funds for the construction of:

(D) jails;
(2) correctiona facilities,

(3) law enforcement facilities;

(4) socia services and human services facilities; or

(5) solid waste facilities.

Sec. 10. Minnesota Statutes 2002, section 373.47, subdivision 1, is amended to read:

Subdivision 1. [AUTHORITY TO INCUR DEBT.] {&) Subject to prior approval by the public
safety radio system planning committee under section 473.907, 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
gualified as a "capital improvement" within the meaning of section 373.40, subdivision 1,
paragraph (b); and

(2) capital notes under the provisions of section 373.01, subdivision 3, as if the equipment
gualified as "capital equipment” within the meaning of section 373.01, subdivision 3.
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Sec. 11. Minnesota Statutes 2002, section 376.009, is amended to read:

376.009 [COUNTY HOSPITAL DEFINED; MAY HAVE MANY BUILDINGS, SITES]

For the purposes of sections 376.01 to 376.06, "county hospital" means any hospital owned or
operated by a county which may consist of any number of buildings at one location or any number
of buildings at different locations within the county. The county board of any county that has not
established a county hospital may by resolution authorize a statutory or home rule charter city in
the county and its city council to exercise the powers of a county and the county board under
sections 376.01 to 376.07, in which case references in sections 376.01 to 376.07 to "county" and
"county board" refer to the city so designated and its governing body, respectively.

Sec. 12. Minnesota Statutes 2002, section 376.55, subdivision 3, is amended to read:

Subd. 3. [FINANCING.] The county board may transfer surplus funds from any fund except
the road and bridge, sinking or drainage ditch funds for the purpose of establishing, acguirin?,
maintaining, enlarging, or adding to a county nursing home. When surplus funds are not available
for transfer, a county board may issue bonds to pay the cost of establishing, acquiring, equipping,
furnishing, enlarging, or adding to a county nursing home, subject to section 376.56.

Sec. 13. Minnesota Statutes 2002, section 376.55, is amended by adding a subdivision to read:

Subd. 7. [CITY POWERS.] The county board of any county that has not established a nursing
home may by resolution authorize a statutory or home rule charter city within the county to
exercise the powers of a county under sections 376.55 to 376.60. A city so designated may
exercise within its boundaries all the powers of a county under sections 376.55 to 376.60.

Sec. 14. Minnesota Statutes 2002, section 376.56, subdivision 3, is amended to read:

Subd. 3. [CHAPTER 475 BONDS.] Bonds issued under section 376.55, subdivision 3, may be
general obligations of the county and may be issued and sold, and taxes levied for their payment as
provided under chapter 475. No election shall be required to authorize the bond issue for
acquiring, improving, remodeling, or replacing an existing nursing home without increasing the
total number of accommodationsfor residentsin all nursing homes in the county. The revenues of
the nursing home shall also be pledged for the payment of the bonds and for any interest and
premium. Part of the proceeds may be deposited in the debt service fund for the issue, to capitalize
interest and create a reserve to reduce or eliminate the tax otherwise required by section 475.61 to
be levied before issuing the bonds. The remaining proceeds from the sale of the bonds and any
surplus funds transferred under section 376.55, subdivision 3 must be credited to and deposited in
the county nursing home building fund of the county in which the nursing home is located.

Sec. 15. Minnesota Statutes 2002, section 383B.77, subdivision 1, is amended to read:

Subdivision 1. [CREATION.] The Hennepin county housing and redevelopment authority is
created in the county of Hennepin. It shall have all of the powers and duties of a housing and
redevelopment authority under sections 469.001 to 469.047. For the purposes of applying the
municipal housing and redevelopment act to Hennepin county, the county has all of the powers
and duties of a city, the county board has all the powers and duties of a governing body, the chair
of the county board has all of the powers and duties of a mayor, and, notwithstanding section
469.008, the area of operation includes the area within the territorial boundaries of the county.

Sec. 16. Minnesota Statutes 2002, section 383B.77, subdivision 2, is amended to read:

Subd. 2. [LIMITATION.] This section does not limit or restrict any existing housing and
redevel opment authority or prevent a municipality from creating an authority. For purposes of this
subdivision, "housing and redevelopment authority” includes any municipal department, agency,
or authority of the city of Minneapolis which exercises the powers of a housing and
redevelopment authority pursuant to section 469.003 or other law. The county authority shall
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notify a municipal authority by January 31 of each year as to the activities the county authority
plans to participate in within the municipality. The municipal authority shall notify the county
authority within 45 days of the date of the notice from the county authority, if the municipal
authonty do& not consent to the act|V|t|$ of the county authorlty The county authority shall not

subdnﬂsron If a C|ty hous ng and redevel opment authonty requ&sts the county hou5| ng and
redevel opment authority to exercise any power or perform any function of the municipal authority,
the county authority may do so.

Sec. 17. Minnesota Statutes 2002, section 410.32, is amended to read:
410.32 [CITIES MAY ISSUE CAPITAL NOTES TO BUY CAPITAL EQUIPMENT.]

Notwithstanding any contrary provision of other law or charter, a home rule charter city may,
by resolution and without public referendum, issue capital notes subject to the city debt limit to
purchase public safety equipment, ambulance and other medical equipment, road construction and
mai ntenance equipment, and other capital equipment having and computer hardware and original
operating system software, provided the equipment or software has an expected useful life at least
as long as the term of the notes. The notes shall be payable in not more than five years and be
issued on terms and in the manner the city determines. The total principal amount of the capital
notes issued in afiscal year shall not exceed 0.03 percent of the market value of taxable property
in the city for that year. A tax levy shall be made for the payment of the principal and interest on
the notes, in accordance with section 475.61, as in the case of bonds. Notes issued under this
section shall require an affirmative vote of two-thirds of the governing body of the city.
Notwithstanding a contrary provision of other law or charter, a home rule charter city may also
issue capital notes subject to its debt limit in the manner and subject to the limitations applicable to
statutory cities pursuant to section 412.301.

Sec. 18. [410.326] [CAPITAL IMPROVEMENT BONDS]

Subdivision 1. [DEFINITIONS.] For purposes of this section, the following terms have the
meanings given.

(a) "Bonds' mean an obligation defined under section 475.51.

(b) "Capital improvement” means acquisition or betterment of public lands, devel opment rights
in the form of conservation easements under chapter 84C, buildings or other improvementsfor the
purpose of a city hall, administrative building, public safety, public works facility, parks, library,
and roads and bridges. An improvement must have an expected useful life of five years or more to
gualify. Capital improvement does not include light rail transit or any activity related to it or to a
recreational or sports facility building, including, but not limited to, a gymnasium, ice arena,
racquet sports facility, swimming pool, exercise room, or health spa, unless the building is part of
an outdoor park and is incidental to the primary purpose of outdoor recreation.

(c) "City" means a home rule charter or statutory city.

Subd. 2. [ELECTION REQUIREMENT.] (&) Bonds issued by a city to finance capital
improvements under an approved capital improvements plan are not subject to the election
reguirements of section 475.58. The bonds are subject to the net debt limits under section 475.53.
The bonds must be approved by an affirmative vote of three-fifths of the members of a
five-member city council. In the case of a city council having more than five members, the bonds
must be approved by a vote of at Teast two-thirds of the city council.

(b) Before the issuance of bonds qualifying under this section, the city must publish a notice of
its intention to issue the bonds and the date and time of the hearing to obtain public comment on
the matter. The notice must be published in the official newspaper of the city or in a newspaper of
general circulation in the city. Additionally, the notice may be posted on the official Web site, if
any, of the city. The notice must be published at |east 14 but not more than 28 days before the date

of the hearing.
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(c) A city may issue the bonds only after obtaining the approva of a mgjority of the voters
voting on the question of issuing the obligations if a petition requesting a vote on the issuance is
signed by voters equal to five percent of the votes cast in the city in the last general election andis
filed with the city clerk within 30 days after the public hearing. The commissioner of revenue shall
prepare a suggested form of the question to be presented at the election.

Subd. 3. [CAPITAL IMPROVEMENT PLAN.] (8 A city may adopt a capital improvement
plan. The plan must cover at least a five-year period beginning with the date of its adoption. The
plan must set forth the estimated schedule, timing, and details of specific capital improvements by
year, together with the estimated cost, the need for the improvement, and sources of revenue to
pay for the improvement. In preparing the capital improvement plan, the city council must
consider for each project and for the overall plan:

(1) the condition of the city’s existing infrastructure, including the projected need for repair or
replacement;

(2) the likely demand for the improvement;
(3) the estimated cost of the improvement;

(4) the available public resources;

(5) the level of overlapping debt in the city;

(6) the relative benefits and costs of alternative uses of the funds;

(7) operating costs of the proposed improvements; and

(8) dternativesfor providing services most efficiently through shared facilities with other cities
or local government units.

(b) The capital improvement plan and annual amendments to it must be approved by the city
council after public hearing.

Subd. 4. [LIMITATIONS ON AMOUNT.] A city may not issue bonds under this section if the
maximum amount of principal and interest to become duein any year on all the outstanding bonds
issued under this section, including the bonds to be issued, will equal or exceed 0.05367 percent of
taxable market value of property in the county. Calculation of the limit must be made using the
taxable market value for the taxes payable year in which the obligations are issued and sold. This
section does not limit the authority to issue bonds under any other special or genera law.

Subd. 5. [APPLICATION OF CHAPTER 475] Bonds to finance capital improvements
qualifying under this section must be issued under the issuance authority in chapter 475 and the
provisions of chapter 475 apply, except as otherwise specifically provided in this section.

Sec. 19. Minnesota Statutes 2002, section 412.301, is amended to read:
412.301 [FINANCING PURCHASE OF CERTAIN EQUIPMENT.]

The council may issue certificates of indebtedness or capital notes subject to the city debt limits
to purchase public safety equipment, ambulance equipment, road construction or maintenance
equipment, and other capital equipment having and computer hardware and origina operating
system software, provided the equipment or software has an expected useful life at least aslong as
the terms of the certificates or notes. Such certificates or notes shall be payable in not more than
five years and except that certificates or notes issued after June 30, 2003, and before July 1, 2008,
shall be payable in not more than ten years. The certificates or notes shall be issued on such terms
and in such manner as the council may determine. If the amount of the certificates or notes to be
issued to finance any such purchase exceeds 0.25 percent of the market value of taxable property
in the city, they shall not be issued for at least ten days after publication in the official newspaper
of a council resolution determining to issue them; and if before the end of that time, a petition
asking for an election on the proposition signed by voters equal to ten percent of the number of
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voters at the last regular municipal election is filed with the clerk, such certificates or notes shall
not be issued until the proposition of their issuance has been approved by a majority of the votes
cast on the question at a regular or special election. A tax levy shall be made for the payment of
the pri fn(t:)l paldand interest on such certificates or notes, in accordance with section 475.61, asin the
case of bonds.

Sec. 20. Minnesota Statutes 2002, section 469.175, subdivision 3, is amended to read:

Subd. 3. [MUNICIPALITY APPROVAL.] A county auditor shall not certify the original net
tax capacity of atax increment financing district until the tax increment financing plan proposed
for that district has been approved by the municipality in which the district is located. If an
authority that proposes to establish a tax increment financing district and the municipality are not
the same, the authority shall apply to the municipality in which the district is proposed to be
located and shall obtain the approval of its tax increment financing plan by the municipality before
the authority may use tax increment financing. The municipality shall approve the tax increment
financing plan only after a public hearing thereon after published notice in a newspaper of general
circulation in the municipality at least once not less than ten days nor more than 30 days prior to
the date of the hearing. The published notice must include a map of the area of the district from
which increments may be collected and, if the project area includes additional area, a map of the
project area in which the increments may be expended. The hearing may be held before or after
the approval or creation of the project or it may be held in conjunction with a hearing to approve
the project. Before or at the time of approval of the tax increment financing plan, the municipality
shall make the following findings, and shall set forth in writing the reasons and supporting facts
for each determination:

(1) that the proposed tax increment financing district is a redevelopment district, a renewal or
renovation district, a housing district, a soils condition district, or an economic development
district; if the proposed district is a redevelopment district or a renewal or renovation district, the
reasons and supporting facts for the determination that the district meets the criteria of section
469.174, subdivision 10, paragraph (a), clauses (1) and (2), or subdivision 10a, must be
documented in writing and retained and made available to the public by the authority until the
district has been terminated;

(2) that the proposed development or redevelopment, in the opinion of the municipality, would
not reasonably be expected to occur solely through private investment within the reasonably
foreseeable future and that the increased market value of the site that could reasonably be expected
to occur without the use of tax increment financing would be less than the increase in the market
value estimated to result from the proposed development after subtracting the present value of the
projected tax increments for the maximum duration of the district permitted by the plan. The
requirements of this clause do not apply if the district is a qualified housing district, as defined in
section 273.1399, subdivision 1;

(3) that the tax increment financing plan conforms to the general plan for the development or
redevelopment of the municipality as a whole;

(4) that the tax increment financing plan will afford maximum opportunity, consistent with the
sound needs of the municipality as a whole, for the development or redevelopment of the project
by private enterprise;

(5) that the municipality elects the method of tax increment computation set forth in section
469.177, subdivision 3, clause (b), if applicable.

When the municipality and the authority are not the same, the municipality shall approve or
disapprove the tax increment financing plan within 60 days of submission by the authority. When
the municipality and the authority are not the same, the municipality may not amend or modify a
tax increment financing plan except as proposed by the authority pursuant to subdivision 4. Once
approved, the determination of the authority to undertake the project through the use of tax
increment financing and the resolution of the governing body shall, except as provided in
subdivision 9, be conclusive of the findings therein and of the public need for the financing.
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Sec. 21. Minnesota Statutes 2002, section 469.175, is amended by adding a subdivision to read:

Subd. 9. [LIMITS ON ACTIONS] (a) A taxpayer in the county where the district is located or
another person in interest may contest an action as provided in this subdivision. The procedure set
out in this subdivision is the exclusive means to contest:

(1) the formation and approva or the legality of a district, or a tax financing plan or its
modification;

(2) the inclusion of a parcel in a district; or

(3) the legality of the collection or retention of a tax increment from the district, or the legality
of the bonds issued under atax increment financing plan based on a defect in the formation of the
district or the adoption or approva of the plan or its modification.

This restriction applies to proceedings under section 469.1771.

(b) The contestant must object in writing to the authority within 90 days after the adoption of a
resolution approving a tax increment financing plan under subdivision 3 or modification of the
plan under subdivision 4.

(c) After the 90-day period has expired, no government unit or state agency may contest the
matters described in paragraph (a).

(d) The state auditor retains all rights and powers granted to the state auditor under section
469.1771, except to the extent otherwise provided in this subdivision.

(e) If the state auditor files a notice of noncompliance with the county attorney regarding a
matter limited by this subdivision, and the notice is filed after 30 days from the adoption of the
approving resolution, then in any action begun Tater by the county aftorney under section
469.1771, subdivision 1, paragraph (b), the remedy in district court is limited to the remedies that
would apply under section 469.1771, subdivision 2b, paragraphs (c) and (d), for petitionsfiled by
the attorney general in tax court under section 469.1771, subdivision 2b, paragraph (a).

Sec. 22. Minnesota Statutes 2002, section 473.39, is amended by adding a subdivision to read:

Subd. 1j. [OBLIGATIONS] After July 1, 2003, in addition to the authority in subdivisions 1a,
1b, 1c, 1d, 1e, 1g, 1h, and 1i, the council may issue certificates of indebtedness, bonds, or other
obligations under this section in an amount not exceeding $45,000,000 for capital expenditures as
prescribed in the council’s regional transit master plan and transit capital improvement program
and for related costs, including the costs of issuance and sale of the obligations

[APPLICATION.] This section applies to the counties of Anoka, Carver, Dakota, Hennepin,
Ramsey, Scott, and Washington.

Sec. 23. Minnesota Statutes 2002, section 475.58, subdivision 3b, is amended to read:

Subd. 3b. [STREET RECONSTRUCTION.] (8 A municipality may, without regard to the
election requirement under subdivision 1, issue and sell obligationsfor street reconstruction, if the
following conditions are met:

(1) the streets are reconstructed under a street reconstruction plan that describes the streetsto be
reconstructed, the estimated costs, and any planned reconstruction of other streets in the
municipality over the next five years, and the plan and issuance of the obligations has been
approved by a vote of all of the members of the governing body following a public hearing for
which notice has been published in the official newspaper at least ten days but not more than 28
days prior to the hearing; and

(2) if a petition requesting a vote on the issuance is signed by voters equal to five percent of the
votes cast in the last municipal general election and is filed with the municipal clerk within 30
days of the public hearing, the municipality may issue the bonds only after obtaining the approval
of a majority of the voters voting on the question of the issuance of the obligations
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(b) Obligations issued under this subdivision are subject to the debt limit of the municipality
and are not excluded from net debt under section 475.51, subdivision 4.

For purposes of this subdivision, street reconstruction includes utility replacement and relocation
and other activities incidental to the street reconstruction, but does not include the portion of
project cost allocable to widening a street or adding curbs and gutters where none previously
existed.

Sec. 24. [BONDS ISSUANCE VALIDATED.]

The provisions of Minnesota Statutes, sections 373.47, subdivision 1, and 473.907, subdivision
3, requiring prior review and approval by the public radio safety committee do not apply to the
general obligation bonds issued by Anoka county in a principal amount of $10,500,000 on
November 20, 2002.

[EFFECTIVE DATE.] This section is effective upon compliance by the governing body of
Anoka county with the provisions of Minnesota Statutes, section 645.021.

Sec. 25. [CORPORATE STATUS FOR CERTAIN FEDERAL TAX LAW.]

For purposes of section 1.103-1 of the federal income tax regulations, Lewis and Clark Rural
Water System, Inc. is hereby recognized as a corporation authorized to act on behalf of its
members, including its Minnesota member governmental units, to provide drinking water to their
communities and to issue debt obligations in its own name on behalf of some or al of its
members, provided that Minnesota member governmental units are not liable for the payment of
principal of or interest on such obligations

Sec. 26. [EFFECTIVE DATES]

This article is effective the day following final enactment. Sections 20 and 21 apply to all
districts, regardless of when created, and are effective the day following final enactment and for
al actions commenced after November 13, 2001.

ARTICLE 6
DEPARTMENT INCOME, CORPORATE FRANCHISE, AND
ESTATETAX INITIATIVES

Section 1. Minnesota Statutes 2002, section 289A.10, subdivision 1, is amended to read:

Subdivision 1. [RETURN REQUIRED.] In the case of a decedent who has an interest in
property with a situsin Minnesota, the personal representative must submit a Minnesota estate tax
return to the commissioner, on a form prescribed by the commissioner, if:

(1) afederal estate tax return is required to be filed; or

(2) the federal gross estate exceeds $700,000 for estates of decedents dying after December 31,
2001, and before January 1, 2004; $850,000 for estates of decedents dying after December 31,
2003, and before January 1, 2005; $950,000 for estates of decedents dying after December 31,
2004, and before January 1, 2006; and $1,000,000 for estates of decedents dying after December
31, 2005.

The return must contain a computation of the Minnesota estate tax due. The return must be
signed by the personal representative.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 2. Minnesota Statutes 2002, section 289A.19, subdivision 4, is amended to read:

Subd. 4. [ESTATE TAX RETURNS.] When in the commissioner’s judgment good cause
exists, the commissioner may extend the time for filing an estate tax return for not more than six
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months. When an extension to file the federal estate tax return has been granted under section
6081 of the Internal Revenue Code, the time for filing the estate tax return is extended for that
period.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2001.

Sec. 3. Minnesota Statutes 2002, section 289A.31, is amended by adding a subdivision to read:

Subd. 8. [LIABILITY OF VENDOR FOR REPAYMENT OF REFUND.] If an individua
income tax refund resulting from claiming an education credit under section 290.0674 is paid by
means of directly depositing the proceeds of the refund into a bank account controlled by the
vendor of the product or service upon which the education credit is based, and the commissioner
subsequently disallows the credit, the commissioner may seek repayment of the refund from the
vendor. The amount of the repayment must be assessed and collected in the same time and manner
as an erroneous refund under section 289A.37, subdivision 2.

[EFFECTIVE DATE.] This section is effective for refunds paid to accounts controlled by a
vendor on or after the day following final enactment.

Sec. 4. Minnesota Statutes 2002, section 289A.56, subdivision 3, is amended to read:

Subd. 3. [WITHHOLDING TAX, ENTERTAINER WITHHOLDING TAX, WITHHOLDING
FROM PAYMENTS TO OUT-OF-STATE CONTRACTORS, ESTATE TAX, AND SALES
TAX OVERPAYMENTS] When arefund is due for overpayments of withholding tax, entertainer
withholding tax, or withholding from payments to out-of-state contractors, er-estatetax; interest is
computed from the date of payment to the date the refund is paid or credited. For purposes of this
subdivision, the date of payment is the later of the date the tax was finally due or was paid.

For the purposes of computing interest on estate tax refunds, interest is paid from the later of
the date of overpayment, the date the estate tax return is due, or the date the origina estate tax
return is filed to the date the refund is paid.

For purposes of computing interest on sales and use tax refunds, interest is paid from the date
of payment to the date the refund is paid or credited, if the refund claim includes a detailed
schedule reflecting the tax periods covered in the claim. If the refund claim submitted does not
include a detailed schedule reflecting the tax periods covered in the claim, interest is computed
from the date the claim was filed.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2003.

Sec. 5. Minnesota Statutes 2002, section 289A.60, subdivision 7, is amended to read:

Subd. 7. [PENALTY FOR FRIVOLOUS RETURN.] If a taxpayer files what purports to be a
tax return or a claim for refund but which does not contain information on which the substantial
correctness of the purported return or claim for refund may be judged or contains information that
on its face shows that the purported return or claim for refund is substantially incorrect and the
conduct is due to a position that is frivolous or a desire that appears on the purported return or
claim for refund to delay or impede the administration of Minnesota tax laws, then the individual
shall pay a penalty of $500 the greater of $1,000 or 25 percent of the amount of tax required to be
shown on the return. In a proceeding involving the issue of whether or not a person is liable for
this penalty, the burden of proof is on the commissioner.

[EFFECTIVE DATE.] This section is effective for returns filed after December 31, 2003.
Sec. 6. Minnesota Statutes 2002, section 290.01, subdivision 19b, is amended to read:

Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME. For individuas
estates, and trusts, there shall be subtracted from federa taxable income:
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(1) 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 taxabl e year, whether the amount isreceived 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 363. 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 religioustenets, 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;

{8) to the extent included in federal taxable income, postservice benefits for youth community
service under section 124D.42 for volunteer service under United States Code, title 42, sections
12601 to 12604,

(9) (7) to the extent not deducted 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 allowable as a deduction for the taxable year
under section 170(a) of the Internal Revenue Code over $500;

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

{41 (9) for individualswho 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 alowed under section 904(c) of the Internal Revenue Code
minus nationa level foreign taxes to the extent they exceed the federal foreign tax credit; and

{22) (10) in each of the five tax years immediately following the tax year in which an addition
is required under subdivision 19a, clause (7), 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), 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.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2003.

Sec. 7. Minnesota Statutes 2002, section 290.01, subdivision 19d, is amended to read:

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

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

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

(3) any dividend (not including any distribution in liquidation) paid within the taxable year by a
national 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

(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 10ss
carryover to each of the 15 taxable years succeeding the loss year shall be allowed;

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

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

(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 Caode 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 (11), a reasonable
allowance for depletion based on actual cost. In the case of leases the deduction must be
apportioned between the lessor and lessee in accordance with rules prescribed by the
commissioner. In the case of property held in trust, the allowable deduction must be apportioned
between the income beneficiaries and the trustee in accordance with the pertinent provisions of the
truih, or if there is no provision in the instrument, on the basis of the trust's income allocable to
each,

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

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

(10) 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
receiving corporation;

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

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

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

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

(16) 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;

(17) 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 this
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;

(18) any decrease in subpart F income, as defined in section 952(a) of the Internal Revenue
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Code, for the taxable year when subpart F income is cal culated without regard to the provisions of
section 614 of Public Law Number 107-147; 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 equal to one-fifth of the delayed
depreciation. For purposes of this clause, "delayed depreciation” means the amount of the addition
made by the taxpayer under subdivision 19c, clause (16). The resulting delayed depreciation
cannot be less than zero.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 8. Minnesota Statutes 2002, section 290.06, subdivision 2c, is amended to read:

Subd. 2c. [SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES, AND TRUSTS] (a)
The income taxes imposed 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 individualsfiling 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 taxes imposed by this chapter upon unmarried individuals must be computed by
applying to taxable net income the following schedule of rates:

(2) On the first $17,570, 5.35 percent;
(2) On all over $17,570, but not over $57,710, 7.05 percent;
(3) On al 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 al over $21,630, but not over $86,910, 7.05 percent;
(3) On all over $86,910, 7.85 percent.

(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 a dollar unless it amounts to 50 cents or more, in
which case it may be increased to $1.

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

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

(2) the denominator isthe individual’ sfederal adjusted grossincome as defined in section 62 of
the Internal Revenue Code of 1986, increased by the amounts specified in section 290.01,
subdivision 19a, clauses (1), (5), and (6), and reduced by the amounts specified in section 290.01,
subdivision 19b, clause (1).

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

Sec. 9. Minnesota Statutes 2002, section 290.0671, subdivision 1, is amended to read:

Subdivision 1. [CREDIT ALLOWED.] () An individual is allowed a credit against the tax
imposed by this chapter equal to a percentage of earned income. To receive a credit, a taxpayer
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 modified
adjusted 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 modified adjusted gross income, whichever is
greater, in excess of $15,080, but in no case is the credit less than zero.

(d) For individuals with two or more qualifying children, the credit equals ten percent of the
first $9,720 of earned income and 20 percent of earned income over $14,860 but less than
$16,800. The credit is reduced by 10.3 percent of earned income or modified 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 aresident for the entire tax year and has earned income not subject to
tax under this chapter, the credit must be allocated based on the ratio of federa adjusted gross
income reduced by the earned income not subject to tax under this chapter over federa adjusted
gross income.

(g) For tax years beginning after December 31, 2001, and before December 31, 2004, the
$5,770 in paragraph (b) is-ihcreased-to-$6,770, the $15,080 in paragraph (c) is-increased-to
$16,080, and the $17,890 in paragraph (d) is-increased-to-$18,890, after being adjusted for
inflation under subdivision 7, are each increased by $1,000 for married taxpayers filing joint
returns.

(h) For tax years beginning after December 31, 2004, and before December 31, 2007, the
$5,770 in paragraph (b) is-inereased-to-$7770, the $15,080 in paragraph (c) is-increased-to
$17,080, and the $17,890 in paragraph (d) is-increased-to-$19,890, after being adjusted for
inflation under subdivision 7, are each increased by $2,000 for married taxpayers filing joint
returns.

(i) For tax years beginning after December 31, 2007, and before December 31, 2010, the
$5,770 in paragraph (b) is-inereased-to-$8,770, the $15 080 in paragraph (c) is increased to
$18,080, and the $17,890 in paragraph (d) is-increased-to-$20,890, 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 $3,000 is adjusted annually for
inflation under subdivision 7.
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(j) The commissioner shall construct tables showing the amount of the credit at various income
levels and make them available to taxpayers. The tables shall follow the schedule contained in this
subdivision, except that the commissioner may graduate the transition between income brackets.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

Sec. 10. Minnesota Statutes 2002, section 290.0675, subdivision 2, is amended to read:

Subd. 2. [CREDIT ALLOWED.] A married couple filing a joint return is alowed a credit
against the tax imposed under section 290.06.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

Sec. 11. Minnesota Statutes 2002, section 290.0675, subdivision 3, is amended to read:

Subd. 3. [CREDIT AMOUNT.] The credit amount is the difference between the tax on the
couple’s joint Minnesota taxable income under the rates and income levels in section 290.06,
subdivision 2c, paragraph (a), as adjusted for the taxable year by section 290.06, subdivision 2d,
and the sum of the tax under the rates and income levels of section 290.06, subdivision 2c,
paragraph (b), as adjusted for the taxable year by section 290.06, subdivision 2d on the earned
income of the Tesser-earning spouse, and the tax under the rates and income levels of section
290.06, subdivision 2c, paragraph (b), as adjusted for the taxable year by section 290.06,
subdivision 2d, on the coupI €'s joint Minnesota taxable income, minus the earned income of the
[esser-earning spouse.

The commissioner of revenue shall prepare and make available to taxpayers a comprehensive
table showing the credit under this section at brackets of earnings of the lesser-earning spouse and
joint taxable income. The brackets of earnings shall not be more than $2,000.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

Sec. 12. Minnesota Statutes 2002, section 290.0679, subdivision 2, is amended to read:

Subd. 2. [CONDITIONS FOR ASSIGNMENT.] A qualifying taxpayer may assign all or part
of an anticipated refund for the current and future taxable years to a financia institution or a
qualifying organization. A financial ingtitution or qualifying organization accepting assignment
must pay the amount secured by the assignment to a third-party vendor. The commissioner of
children, families, and learning shall provide alist-of categoriesof, upon request from a third-party
vendor, certlfy that the vendor’s products and services that qualify for the education credit to
A denia of a certification is subject to the
contested case procedure under chapter 14. A financid institution or qualifying organization that
accepts assignments under this section must verify as part of the assignment documentation that
the product or service to be provided by the third-party vendor qualifies has been certified by the
commissioner of children, families, and learning as qualifying for the education credit. The
amount assigned for the current and future taxable years may not exceed the maximum allowable
education credit for the current taxable year. Both the taxpayer and spouse must consent to the
assignment of a refund from a joint return.

[EFFECTIVE DATE.] This section is effective for assignments made on or after the day
following final enactment.

Sec. 13. Minnesota Statutes 2002, section 290.0802, subdivision 1, is amended to read:

Subdivision 1. [DEFINITIONS.] For purposes of this section, the following terms have the
meanings given.
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(a) "Adjusted gross income" means federal adjusted gross income as used in section 22(d) of
the Internal Revenue Code for the taxable year, plus alump sum distribution as defined in section
402(e)(3) of the Interna Revenue Code, and less any pension, annuity, or disability benefits
included in federal grossincome but not subject to state taxation other than the subtraction allowed
under section 290.01, subdivision 19b, clause (4).

(b) "Disability income" means disability income as defined in section 22(c)(2)(B)(iii) of the
Internal Revenue Code.

(c) "Nontaxable retirement and disability benefits' means the amount of pension, annuity, or
disability benefits that would be included in the reduction under section 22(c)(3) of the Internal
Revenue Code and pension, annuny, or disabil |ty beneflts included in federal gross income but not
subject to state taxation other-tha e A

(d) "Quadlified individua" means a qualified individual as defined in section 22(b) of the
Internal Revenue Code.

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

2002.
Sec. 14. Minnesota Statutes 2002, section 291.005, subdivision 1, is amended to read:

Subdivision 1. Unless the context otherwise clearly requires, the following terms used in this
chapter shall have the following meanings:

(1) "Federal 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 incl uded therern WhICh has its situs outside Mlnnepota and-pensions

and (b) incl udlng therern any property omltted
from the federal gross estate WhICh isincl udable 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 is included 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 whaose domicile at the time of death was not 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.
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(8) "Internal Revenue Code' means the United States Internal Revenue Code of 1986, as
amended through December 31, 2000 2002.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 15. Minnesota Statutes 2002, section 291.03, subdivision 1, is amended to read:

Subdivision 1. [TAX AMOUNT.] The tax imposed shall be an amount equal to the proportion
of the maximum credit computed under section 2011 of the Internal Revenue Code, as amended
through December 31, 2000, for state death taxes as the Mi | nnesota gross estate bears to the val ue
of the federal gross estate es 3

the proportionate amount of the credit. The tax determlned under th|s paragraph shaII not be
greater than the federal estate tax computed under section 2001 of the Internal Revenue Code after
the allowance of the federal credits allowed under section 2010 of the Internal Revenue Code of
1986, as amended through December 31, 2000. For the purposes of this section, expenses which

are deducted for federal income tax purposes under section 642(g) of the Internal Revenue Code
as amended through December 31, 2002, are not allowable in computing the tax under this

chapter.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 16. Minnesota Statutes 2002, section 352.15, subdivision 1, is amended to read:

Subdivision 1. [EXEMPTION; EXCEPTIONS] None of the money, annuities, or other
benefits mentioned in this chapter is assignable either in law or in equity or subject to state estate
tax;-or-to execution, levy, attachment, garnishment, or other legal process, except as provided in
subdivision 1a or section 518.58, 518.581, or 518.6111.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 17. Minnesota Statutes 2002, section 353.15, subdivision 1, is amended to read:

Subdivision 1. [EXEMPTION; EXCEPTIONS.] No money, annuity, or benefit provided for in
this chapter is assignable or subject to-any state-estate-tax,-or to execution, levy, attachment,
garnishment, or legal process, except as provided in subdivision 2 or section 518.58, 518.581, or
518.6111.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 18. Minnesota Statutes 2002, section 354.10, subdivision 1, is amended to read:

Subdivision 1. [EXEMPTION; EXCEPTIONS] The right of ateacher to take advantage of the
benefits provided by this chapter, is a personal right only and is not assignable. All money to the
credit of a teacher’s account in the fund or any money payable to the teacher from the fund
belongs to the state of Minnesota until actually paid to the teacher or a beneficiary under this
chapter. The association may acknowledge a properly completed power of attorney form. An
assignment or attempted assignment of a teacher’s interest in the fund, or of the beneficiary’s
interest in the fund, by a teacher or a beneficiary is void and exempt
291 and from garnlshment or levy under attachment or execution, except as provided in
subdivision 2 or 3, or section 518.58, 518.581, or 518.6111.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 19. Minnesota Statutes 2002, section 354B.30, is amended to read:
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354B.30 [PROHIBITION ON LOANS OR PRETERMINATION DISTRIBUTIONS]

(a) No participant may obtain aloan from the plan or obtain any distribution from the plan at a
time before the participant terminates the employment that gave rise to plan coverage.

(b) No amounts to the credit of the plan are assignable either in law or in equity, are subjectto
state-estate tax; or are subject to execution, levy, attachment, garnishment, or other legal process,
except as provided in section 518.58, 518.581, or 518.6111.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 20. Minnesota Statutes 2002, section 354C.165, is amended to read:
354C.165 [PROHIBITION ON LOANS OR PRETERMINATION DISTRIBUTIONS]]

(a) Except as provided in paragraph (c), no participant may obtain a loan or any distribution
from the plan before the participant terminates the employment that gave rise to plan coverage.

(b) No amounts to the credit of the plan are assignable either in law or in equity,
state-estate tax; or are subject to execution, levy, attachment, garnishment, or other legal process,
except as provided in section 518.58, 518.581, or 518.6111.

(c) Unless prohibited by or subject to a penalty under federal law, a teacher who is a participant
in the supplemental retirement plan may request, in writing, a transfer of all or a portion of the
funds accumulated in the person’s supplemental plan account to the teachers retirement
association to purchase service credit under sections 354.53, 354.533, 354.534, 354.535, 354.536,
354.537, and 354.538 or to the teachers retirement fund association to purchase service credit
under sections 354A.097, 354A.098, 354A.099, 354A.101, 354A.102, 354A.103, and 354A.104.
Upon receipt of a valid request, the board shall execute the transfer. The transfer must be a
fund-to-fund transfer, and in no event shall the participant directly receive any of the funds while
till employed by the board. In no event may the board transfer more than the participant’ s account
balance. The board, in cooperation with the executive director of the teachers retirement
association, shall develop the forms for requesting a transfer and the procedures for executing the
requested transfers.

[EFFECTIVE DATE.] This section is effective for estates of decedents dying after December
31, 2002.

Sec. 21. Laws 2001, First Special Session chapter 5, article 9, section 12, the effective date, is
amended to read:

[EFFECTIVE DATE.] This section is effective for assgnment of refunds flled with the
commissioner after December 31, 2001.

Sec. 22. [REPEALER]
(a) Minnesota Statutes 2002, sections 290.0671, subdivision 3; and 290.0675, subdivision 5, are

repealed effective for tax years beginning after December 31, 2002.

(b) Minnesota Rules, parts 8007.0300, subpart 3; 8009.7100; 8009.7200; 8009.7300;
8009.7400; and 8092.1000, are repealed effective the day following final enactment.

ARTICLE 7
FEDERAL UPDATE

Section 1. Minnesota Statutes 2002, section 289A.02, subdivision 7, is amended to read:

Subd. 7. [INTERNAL REVENUE CODE.] Unless specifically defined otherwise, "Internal
Revenue Code' means the Interna Revenue Code of 1986, as amended through Mareh-15
December 31, 2002.
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[EFFECTIVE DATE.] This section is effective the day following fina enactment.
Sec. 2. Minnesota Statutes 2002, section 290.01, subdivision 19, 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 any elections made by the taxpayer in accordance with the
Internal Revenue Code in determining federal taxableincome for federal income tax purposes, and
with the modifications provided in subdivisions 19a to 19f.

In the case of aregulated investment company or a fund 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 naot apply;

(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal Revenue Code
must be applied by allowing 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 provisions of sections 1113(a), 1117, 1206(a), 1313(a), 1402(a), 1403(a), 1443, 1450,
1501(a), 1605, 1611(a), 1612, 1616, 1617, 1704(l), and 1704(m) of the Small Business Job
Protection Act, Public Law Number 104-188, the provisions of Public Law Number 104-117, the
provisions of sections 313(a) and (b)(1), 602(a), 913(b), 941, 961, 971, 1001(a) and (b), 1002,
1003, 1012, 1013, 1014, 1061, 1062, 1081, 1084(b), 1086, 1087, 1111(a), 1131(b) and (c),
1211(b), 1213, 1530(c)(2), 1601(f)(5) and (h), and 1604(d)(1) of the Taxpayer Relief Act of 1997,
Public Law Number 105-34, the provisions of section 6010 of the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law Number 105-206, the provisions of section
4003 of the Omnibus Consolidated and Emergency Supplemental Appropriations Act, 1999,
Public Law Number 105-277, and the provisions of section 318 of the Consolidated Appropriation
Act of 2001, Public Law Number 106-554, shall become effective at the time they become
effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1996, shall bein effect
for taxable years beginning after December 31, 1996.

The provisions of sections 202(a) and (b), 221(a), 225, 312, 313, 913(a), 934, 962, 1004, 1005,
1052, 1063, 1084(a) and (c), 1089, 1112, 1171, 1204, 1271(a) and (b), 1305(a), 1306, 1307, 1308,
1309, 1501(b), 1502(b), 1504(a), 1505, 1527, 1528, 1530, 1601(d), (e), (f), and (i) and 1602(a),
(b), (c), and (e) of the Taxpayer Relief Act of 1997, Public Law Number 105-34, the provisions of
sections 6004, 6005, 6012, 6013, 6015, 6016, 7002, and 7003 of the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law Number 105-206, the provisions of section
3001 of the Omnibus Consolidated and Emergency Supplemental Appropriations Act, 1999,
Public Law Number 105-277, the provisions of section 3001 of the Miscellaneous Trade and
Technical Corrections Act of 1999, Public Law Number 106-36, and the provisions of section 316
of the Consolidated Appropriation Act of 2001, Public Law Number 106-554, shall become
effective at the time they become effective for federal purposes.
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The Internal Revenue Code of 1986, as amended through December 31, 1997, shall bein effect
for taxable years beginning after December 31, 1997.

The provisions of sections 5002, 6009, 6011, and 7001 of the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law Number 105-206, the provisions of section
9010 of the Transportation Equity Act for the 21st Century, Public Law Number 105-178, the
provisions of sections 1004, 4002, and 5301 of the Omnibus Consolidation and Emergency
Supplemental Appropriations Act, 1999, Public Law Number 105-277, the provision of section
303 of the Ricky Ray Hemophilia Relief Fund Act of 1998, Public Law Number 105-369, the
provisions of sections 532, 534, 536, 537, and 538 of the Ticket to Work and Work Incentives
Improvement Act of 1999, Public Law Number 106-170, the provisions of the Installment Tax
Correction Act of 2000, Public Law Number 106-573, and the provisions of section 309 of the
Consolidated Appropriation Act of 2001, Public Law Number 106-554, shall become effective at
the time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1998, shall bein effect
for taxable years beginning after December 31, 1998.

The provisions of the FSC Repea and Extraterritorial Income Exclusion Act of 2000, Public
Law Number 106-519, and the provision of section 412 of the Job Creation and Worker
Assistance Act of 2002, Public Law Number 107-147, shall become effective at the time it became
effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1999, shall bein effect
for taxable years beginning after December 31, 1999. The provisions of sections 306 and 401 of
the Consolidated Appropriation Act of 2001, Public Law Number 106-554, and the provision of
section 632(b)(2)(A) of the Economic Growth and Tax Relief Reconciliation Act of 2001, Public
Law Number 107-16, and provisions of sections 101 and 402 of the Job Creation and Worker
Assistance Act of 2002, Public Law Number 107-147, shall become effective at the same time it
became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 2000, shall be in effect
for taxable years beginning after December 31, 2000. The provisions of sections 659a and 671 of
the Economic Growth and Tax Relief Reconciliation Act of 2001, Public Law Number 107-16, the
provisions of sections 104, 105, and 111 of the Victims of Terrorism Tax Relief Act of 2001,
Public Law Number 107-134, and the provisions of sections 201, 403, 413, and 606 of the Job
Creation and Worker Assistance Act of 2002, Public Law Number 107-147, shall become
effective at the same time it became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through March 15, 2002, shall be in effect for
taxable years beginning after December 31, 2001.

The provisions of sections 101 and 102 of the Victims of Terrorism Tax Relief Act of 2001,
Public Law Number 107-134, shall become effective at the same time it becomes effective for
federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 2002, shall bein effect
for taxable years beginning after December 31, 2002.

Except as otherwise provided, references to the Internal Revenue Code in subdivisions 19a to
19g mean the code in effect for purposes of determining net income for the applicable year.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 3. Minnesota Statutes 2002, section 290.01, subdivision 31, is amended to read:

Subd. 31. [INTERNAL REVENUE CODE.] Unless specifically defined otherwise, "Internal
Revenue Code' means the Interna Revenue Code of 1986, as amended through Mareh-15
December 31, 2002.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
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Sec. 4. Minnesota Statutes 2002, section 290A.03, subdivision 15, is amended to read:

Subd. 15. [INTERNAL REVENUE CODE.] "Internal Revenue Code" means the Internal
Revenue Code of 1986, as amended through March-15 December 31, 2002.

[EFFECTIVE DATE.] This section is effective for refunds payable for rents paid in 2003 and
thereafter and property taxes payable in 2004 and thereafter.

ARTICLES8
DEPARTMENT PROPERTY TAX INITIATIVES

Section 1. Minnesota Statutes 2002, section 270.06, is amended to read:
270.06 [POWERS AND DUTIES]

The commissioner of revenue shall:

(1) have and exercise general supervision over the administration of the assessment and
taxation laws of the state, over assessors, town, county, and city boards of review and equalization,
and all other ng officersin the performance of their duties, to the end that all assessments of
property be made relatively just and equal in compliance with the laws of the state;

(2) confer with, advise, and give the necessary instructions and directions to local assessors and
local boards of review throughout the state as to their duties under the laws of the state;

(3) direct proceedings, actions, and prosecutions to be instituted to enforce the laws relating to
the liability and punishment of public officers and officers and agents of corporationsfor failure or
negligence to comply with the provisions of the laws of this state governing returns of assessment
and taxation of property, and cause complaints to be made against local assessors, members of
boards of equalization, members of boards of review, or any other assessing or taxing officer, to
the proper authority, for their remova from office for misconduct or negligence of duty;

(4) require county attorneys to assist in the commencement of prosecutions in actions or
proceedings for removal, forfeiture and punishment for violation of the laws of this state in respect
to the assessment and taxation of property in their respective districts or counties,

(5) require town, city, county, and other public officers to report information as to the
assessment of property, collection of taxes received from licenses and other sources, and such
other information as may be needful in the work of the department of revenue, in such form and
upon such blanks as the commissioner may prescribe;

(6) require individuals copartnerships, companies, associations, and corporations to furnish
information concerning their capital, funded or other debt, current assets and liabilities, earnings,
operating expenses, taxes, as well as all other statements now required by law for taxation
purposes;

(7) subpoena witnesses, at atime and place reasonable under the circumstances, to appear and
give testimony, and to produce books, records, papers and documents for inspection and copying
relating to any matter which the commissioner may have authority to investigate or determine;

(8) issue a subpoena which does not identify the person or persons with respect to whose
liability the subpoena is issued, but only if (a) the subpoena relates to the investigation of a
particular person or ascertainable group or class of persons, (b) there is a reasonable basis for
believing that such person or group or class of persons may fail or may have failed to comply with
any law administered by the commissioner, (c) the information sought to be obtained from the
examination of the records (and the identity of the person or persons with respect to whose
liability the subpoena is issued) is not readily available from other sources, (d) the subpoena is
clear and specific as to the information sought to be obtained, and (e) the information sought to be
obtained is limited solely to the scope of the investigation. Provided further that the party served
with a subpoena which does not identify the person or persons with respect to whose tax liability
the subpoenaisissued shall have the right, within 20 days after service of the subpoena, to petition
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the district court for the judicial district in which lies the county in which that party islocated for a
determination as to whether the commissioner of revenue has complied with all the requirements
in (a) to (e), and thus, whether the subpoenais enforceable. If no such petition is made by the party
served within the time prescribed, the subpoena shall have the force and effect of a court order;

(9) cause the deposition of witnesses residing within or without the state, or absent therefrom,
to be taken, upon notice to the interested party, if any, in like manner that depositions of witnesses
are taken in civil actions in the district court, in any matter which the commissioner may have
authority to investigate or determine;

(20) investigate the tax laws of other states and countries and to formulate and submit to the
legidature such legislation as the commissioner may deem expedient to prevent evasions of
assessment and taxing laws, and secure just and equal taxation and improvement in the system of
assessment and taxation in this state;

(11) consult and confer with the governor upon the subject of taxation, the administration of the
laws in regard thereto, and the progress of the work of the department of revenue, and furnish the
governor, from time to time, such assistance and information as the governor may require relating
to tax matters,

(12) transmit to the governor, on or before the third Monday in December of each
even-numbered year, and to each member of the legislature, on or before November 15 of each
even-numbered year, the report of the department of revenue for the preceding years, showing all
the taxable property in the state and the value of the same, in tabulated form;

(13) inquire into the methods of assessment and taxation and ascertain whether the assessors
faithfully discharge their duties, particularly as to their compliance with the laws requiring the
assessment of all property not exempt from taxation;

(14) administer and enforce the assessment and collection of state taxes and fees, including the
use of any remedy available to nongovernmental creditors, and, from time to time, make, publish,
and distribute rules for the administration and enforcement of assessments—and-fees laws
administered by the commissioner and state tax laws. The rules have the force of law;

(15) prepare blank forms for the returns required by state tax law and distribute them
throughout the state, furnishing them subject to charge on application;

(16) prescribe rules governing the qualification and practice of agents, attorneys, or other
persons representing taxpayers before the commissioner. The rules may require that those persons,
agents, and attorneys show that they are of good character and in good repute, have the necessary
gualificationsto give taxpayers valuable services, and are otherwise competent to advise and assist
taxpayersin the presentation of their case before being recognized as representatives of taxpayers.
After due notice and opportunity for hearing, the commissioner may suspend and bar from further
practice before the commissioner any person, agent, or attorney who is shown to be incompetent
or disreputable, who refuses to comply with the rules, or who with intent to defraud, willfully or
knowingly deceives, misleads, or threatens a taxpayer or prospective taxpayer, by words, circular,
letter, or by advertisement. This clause does not curtail the rights of individuals to appear in their
own behalf or partners or corporations officersto appear in behalf of their respective partnerships
or corporations,

(17) appoint agents as the commissioner considers necessary to make examinations and
determinations The agents have the rights and powers conferred on the commissioner to
subpoena, examine, and copy books, records, papers, or memoranda, subpoena witnesses,
administer oaths and affirmations, and take testimony. In addition to administrative subpoenas of
the commissioner and the agents, upon demand of the commissioner or an agent, the court
administrator of any district court shall issue a subpoena for the attendance of a witness or the
production of books, papers, records, or memoranda before the agent for inspection and copying.
Disobedience of a court administrator’s subpoena shall be punished by the district court of the
district in which the subpoenais issued, or in the case of a subpoenaissued by the commissioner
or an agent, by the district court of the district in which the party served with the subpoena is
located, in the same manner as contempt of the district court;
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(18) appoint and employ additional help, purchase supplies or materials, or incur other
expenditures in the enforcement of state tax laws as considered necessary. The salaries of all
agents and employees provided for in this chapter shall be fixed by the appointing authority,
subject to the approval of the commissioner of administration;

(19) execute and administer any agreement with the secretary of the treasury of the United
States or a representative of another state regarding the exchange of information and
administration of the tax laws;

(20) authorize the use of unmarked motor vehicles to conduct seizures or criminal
investigations pursuant to the commissioner’ s authority; and

(21) exercise other powers and perform other duties required of or imposed upon the
commissioner of revenue by law.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 2. Minnesota Statutes 2002, section 270.10, subdivision 13, is amended to read:

Subd. 1a. [NOTIFICATION TO TAXPAY ER.] At the same time that notice of the assessment,
determination, or order of the commissioner is given to a taxpayer, the taxpayer must be notified
in writing of the right to appeal to the tax court, and if applicable, to the small claims division.
Except in the case of mathematical or clerical errors, the notice must contain a description of the
basis for, including applicable law and other factors considered in the determination, and a listing
of the amounts of tax due, interest, additions to tax, and penalties. Failure to provide al the
required information does not invalidate the notice for purposes of satisfying statutory notice
requirements if the notice contains sufficient information to advise the taxpayer that an
assessment, order, or other determination has been made. The taxpayer may request further
cl arlflcatl on W|th| n thetime prowded for appeal i ng the determination. H-any-notice-of-assessment;

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 3. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:

Subd. 56. [COMPREHENSIVE HEALTH ASSOCIATION.] All property owned by the
comprehensive health association is exempt to the extent provided in section 62E.10, subdivision
1.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 4. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:

Subd. 57. [PRIVATE CEMETERIES] All property owned by private cemeteries is exempt to
the extent provided in section 307.09.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 5. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:

Subd. 58. [WESTERN LAKE SUPERIOR SANITARY BOARD.] All property owned, |eased,
controlled, used, or occupied for public, governmental, and municipa purposes by the Western
Lake Superior Sanitary Board is exempt to the extent provided in section 458D.23.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 6. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:
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Subd. 59. [UNFINISHED SALE OR RENTAL PROJECTS.] Unfinished sale or rental projects
are exempt to the extent provided in section 469.155, subdivision 17.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 7. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:

Subd. 60. [SKYWAYS.] The pedestrian skyway system, underground pedestrian concourse,
the people mover system, and publicly owned parking structures are exempt to the extent provided
in section 469.127.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 8. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:

Subd. 61. [MUNICIPAL RECREATION FACILITIES] All property acquired and used by a
city is exempt to the extent provided in section 471.191, subdivision 4.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 9. Minnesota Statutes 2002, section 272.02, is amended by adding a subdivision to read:

Subd. 62. [WATER AND WASTEWATER TREATMENT FACILITIES] Related facilities
owned by water and wastewater treatment providers who have contracted with a municipality to
provide capital intensive public services to the municipality are exempt to the extent provided in
section 471A.05.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 10. Minnesota Statutes 2002, section 272.12, is amended to read:

272.12 [CONVEYANCES, TAXES PAID BEFORE RECORDING.]

When:

(a) a deed or other instrument conveying land,

(b) a plat of any town site or addition thereto,
(c) a survey required pursuant to section 508.47,

(d) a condominium plat subject to chapter 515 or 515A or a declaration that contains such a
plat, or

(e) a common interest community plat subject to chapter 515B or a declaration that contains
such a plat,

is presented to the county auditor for transfer, the auditor shall ascertain from the records if there
be taxes delinquent upon the land described therein, or if it has been sold for taxes. An assignment
of a sheriff’s or referee’ s certificate of sale, when the certificate of sale describes real estate, and
certificates of redemption from mortgage or lien foreclosure sales, when the certificate of
redemption encompasses real estate and is issued to a junior creditor, are considered instruments
conveying land for the purposes of this section and section 272.121. If there are taxes delinquent,
the auditor shall certify to the same; and upon payment of such taxes, or in case no taxes are
delinquent, shall transfer the land upon the books of the auditor’s office, and note upon the
instrument, over official signature, the words, "no delinquent taxes and transfer entered,” or, if the
land described has been sold or assigned to an actual purchaser for taxes, the words "paid by sale
of land described within;" and, unless such statement is made upon such instrument, the county
recorder or the registrar of titles shall refuse to receive or record the same; provided, that sheriff’s
or referees’ certificates of sale on execution or foreclosure of a lien or mortgage, certificates of
redemption from mortgage or lien foreclosure sales issued to the redeeming mortgagor or lienee,
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deeds of distribution made by a personal representative in probate proceedings, decrees and
judgments, receivers receipts, patents, and copies of town or statutory city plats, in case the
original plat filed in the office of the county recorder has been lost or destroyed, and the
instruments releasing, removing and discharging reversionary and forfeiture provisions affecting
title to land and instruments releasing, removing or discharging easement rightsin land or building
or other restrictions, may be recorded without such certificate; and, provided that instruments
conveying land and, as appurtenant thereto an easement over adjacent tract or tracts of land, may
be recorded without such certificate as to the land covered by such easement; and provided
further, that any instrument granting an easement made in favor of any public utility or pipe line
for conveying gas, liquids or solids in suspension, in the nature of a right-of-way over, aong,
across or under atract of land may be recorded without such certificate as to the land covered by
such easement. Any 3 €S a
enabling Documents governlng homeowners assouahons of condomlnlums townhousea common
interest ownership communities, and other planned unit developments may be recorded without
the auditor’s certificate to the extent provided in section 515B.1-116(f).

A deed of distribution made by a personal representative in a probate proceeding, a decree, or a
judgment that conveys land shall be presented to the county auditor, who shall transfer the land
upon the books of the auditor’s office and note upon the instrument, over official signature, the
words, "transfer entered”, and the instrument may then be recorded. A decree or judgment that
affectstitle to land but does not convey land may be recorded without presentation to the auditor.

A violation of this section by the county recorder or the registrar of titles shall be a gross
misdemeanor, and, in addition to the punishment therefor, the recorder or registrar shall be liable
to the grantee of any instrument so recorded for the amount of any damages sustained.

When, as a condition to permitting the recording of deed or other instrument affecting the title
to real estate previoudly forfeited to the state under the provisions of sections 281.16 to 281.25,
county officials, after such real estate has been purchased or repurchased, have required the
payment of taxes erroneously assumed to have accrued against such real estate after forfeiture and
before the date of purchase or repurchase, the sum required to be so paid shall be refunded to the
persons entitled thereto out of moneys in the funds in which the sum so paid was placed.
Delinquent taxes are those taxes deemed delinquent under section 279.02.

[EFFECTIVE DATE.] This section is effective for deeds or instruments accepted for
recording or registration on or after July 1, 2003.

Sec. 11. Minnesota Statutes 2002, section 273.05, subdivision 1, is amended to read:

Subdivision 1. [APPOINTMENT OF TOWN AND CITY ASSESSORS.] Notwithstanding any
other provision of law all town assessors shall be appoi nted by the town board, and
notwithstanding any charter provisions to the contrary, all city assessors shall be appointed by the
city counc:|| or other app0| nting authority as prowded by Iarw or charter S_ueheseeeeersshal#be

They shaII be selected and appomted because of therr knowledge and training |n the field of
property taxation. All town and statutory city assessors shall be appointed for indefinite terms. A
town or statutory city assessor who is an employee may be dismissed by the appointing authority
for cause. The term of the town or city assessors may be terminated at any time by the town board
or city council on charges by the commissioner of revenue of inefficiency or neglect of duty.
Vacancies in the office of town or city assessor shall be filled within 90 days by appointment of
the respective appointing authority indicated above. If the vacancy is not filled within 90 days, the
office shall be terminated. When a vacancy in the office of town or city assessor is not filled by
appointment, and it is imperative that the office of assessor be filled, the county auditor shall
appoint some resident of the county as assessor for such town or city. The county auditor may
appoint the county assessor as assessor for such town or city, in which case the town or city shall
pay to the county treasurer the amount determined by the county auditor to be due for the services
performed and expenses incurred by the county assessor in acting as assessor for such town or
city. The term of any town or statutory city assessor in a county electing in accordance with
section 273.052 shall be terminated as provided in section 273.055.
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The commissioner of revenue may recommend to the state board of assessors the nonrenewal,
suspension, or revocation of an assessor’'s license as provided in sections 270.41 to 270.53.

[EFFECTIVE DATE.] This section is effective the day following final enactment and applies
:jo every town or city assessor whether that assessor was appointed before, on, or after the effective
ate.

Sec. 12. Minnesota Statutes 2002, section 273.061, is amended by adding a subdivision to read:

Subd. 1la. [COMPATIBLE OFFICES.] A person appointed as the county assessor also may
serve as the county auditor, county treasurer, or county auditor-treasurer if those offices are
appointive, provided that the person in the combined appointed office must not serve on the
county board of appea and equalization under section 274.13. In a county in which the functions
of the county assessor are combined with those of the county auditor or county auditor-treasurer,
th% Oclounty board may not delegate any authority, power, or responsibility under section 375.192,
subdivision 4.

Sec. 13. Minnesota Statutes 2002, section 273.061, is amended by adding a subdivision to read:

Subd. 1b. [COMPATIBLE OFFICES IN COUNTIES CHANGING TO APPOINTED
AUDITOR.] In acounty in which the office of auditor, treasurer, or auditor-treasurer is an elective
position, a person appointed as the county assessor also may serve as the county auditor, county
treasurer, or county auditor-treasurer if a proposal to make the affected office appointive has been
approved as required by other law and will be effective within five years.

Sec. 14. Minnesota Statutes 2002, section 273.061, is amended by adding a subdivision to read:

Subd. 1c. [INCOMPATIBLE OFFICES] The person appointed as the county assessor must not
also be the county attorney, a county board member, an elected county auditor, an elected county
treasurer, an elected county auditor-treasurer, a town board supervisor for a town in the same
county, or acity mayor or council member for a city in the same county. The person appointed as
the city assessor must not also be a city council member or mayor for the same city. A person
appointed as the town assessor must not also be a town board supervisor for the same town.
Except as provided in subdivision 1b, an assessor who accepts a position that is incompatible with
the office of assessor is deemed to have resigned from the assessor position.

Sec. 15. Minnesota Statutes 2002, section 273.11, subdivision 1a, is amended to read:

Subd. 1a. [LIMITED MARKET VALUE.] In the case of all property classified as agricultural
homestead or nonhomestead, residential homestead or nonhomestead, timber, or noncommercial
seasonal residential recreational residential, the assessor shall compare the value with the taxable
portion of the value determined in the preceding assessment.

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

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

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

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

For assessment year 2006, the amount of the increase shall not exceed the greater of (1) 15
percent of the value in the preceding assessment, or (2) 50 percent of the difference between the
current assessment and the preceding assessment.
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This limitation shall not apply to increases in value due to improvements. For purposes of this
subdivision, the term "assessment” means the value prior to any exclusion under subdivision 16.

The provisions of this subdivision shall be in effect through assessment year 2006 as provided
in this subdivision.

For purposes of the assessment/sales ratio study conducted under section 127A.48, and the
computation of state aids paid under chapters 122A, 123A, 123B, 124D, 125A, 126C, 127A, and
477A, market values and net tax capacities determined under this subdivision and subdivision 16,
shall be used.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 16. Minnesota Statutes 2002, section 273.124, subdivision 1, is amended to read:

Subdivision 1. [GENERAL RULE.] (a) Residential real estate that is occupied and used for the
purposes of a homestead by its owner, who must be a Minnesota resident, is a residential
homestead.

Agricultural land, as defined in section 273.13, subdivision 23, that is occupied and used as a
homestead by its owner, who must be a Minnesota resident, is an agricultura homestead.

Dates for establishment of a homestead and homestead treatment provided to particular types of
property are as provided in this section.

Property held by a trustee under a trust is eligible for homestead classification if the
regquirements under this chapter are satisfied.

The assessor shall require proof, as provided in subdivision 13, of the facts upon which
classification as a homestead may be determined. Notwithstanding any other law, the assessor may
at any time require a homestead application to be filed in order to verify that any property
classified as a homestead continuesto be dligible for homestead status. Notwithstanding any other
law to the contrary, the department of revenue may, upon request from an assessor, verify whether
an individual who is requesting or receiving homestead classification has filed a Minnesota
incc_)lrgkt;ﬁI tax return as a resident for the most recent taxable year for which the information is
available.

When there is a name change or a transfer of homestead property, the assessor may reclassify
the property in the next assessment unless a homestead application is filed to verify that the
property continues to qualify for homestead classification.

(b) For purposes of this section, homestead property shall include property which is used for
purposes of the homestead but is separated from the homestead by a road, street, lot, waterway, or
other similar intervening property. The term "used for purposes of the homestead" shall include
but not be limited to uses for gardens, garages, or other outbuildings commonly associated with a
homestead, but shall not include vacant land held primarily for future development. In order to
receive homestead treatment for the noncontiguous property, the owner must use the property for
the purposes of the homestead, and must apply to the assessor, both by the deadlines given in
subdivision 9. After initial qualification for the homestead treatment, additional applications for
subsequent years are not required.

(c) Residential real estate that is occupied and used for purposes of a homestead by arelative of
the owner is a homestead but only to the extent of the homestead treatment that would be provided
if the related owner occupied the property. For purposes of this paragraph and paragraph (g),
“relative’ means a parent, stepparent, child, stepchild, grandparent, grandchild, brother, sister,
uncle, aunt, nephew, or niece. This relati onshlp may be by blood or marriage. Property that has
been classified as seasonal residential recreational residential property at any time during which it
has been owned by the current owner or spouse of the current owner will not be reclassified as a
homestead unless it is occupied as a homestead by the owner; this prohibition also applies to
property that, in the absence of this paragraph, would have been classified as seasonal residential
recreational residential property at the time when the residence was constructed. Neither the
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related occupant nor the owner of the property may claim a property tax refund under chapter
290A for a homestead occupied by a relative. In the case of a residence located on agricultural
land, only the house, garage, and immediately surrounding one acre of land shall be classified as a
homestead under this paragraph, except as provided in paragraph (d).

(d) Agricultural property that is occupied and used for purposes of a homestead by a relative of
the owner, is a homestead, only to the extent of the homestead treatment that would be provided if
the related owner occupied the property, and only if all of the following criteria are met:

(1) the relative who is occupying the agricultural property is a son, daughter, grandson,
granddaughter, father, or mother of the owner of the agricultural property or a son, daughter,
grandson, or granddaughter of the spouse of the owner of the agricultural property;

(2) the owner of the agricultural property must be a Minnesota resident;

(3) the owner of the agricultural property must not receive homestead treatment on any other
agricultural property in Minnesota; and

(4) the owner of the agricultural property is limited to only one agricultural homestead per
family under this paragraph.

Neither the related occupant nor the owner of the property may claim a property tax refund
under chapter 290A for a homestead occupied by a relative qualifying under this paragraph. For
purposes of this paragraph, "agricultural property” means the house, garage, other farm buildings
and structures, and agricultural land.

Application must be made to the assessor by the owner of the agricultural property to receive
homestead benefits under this paragraph. The assessor may require the necessary proof that the
requirements under this paragraph have been met.

(e) In the case of property owned by a property owner who is married, the assessor must not
deny homestead treatment in whole or in part if only one of the spouses occupies the property and
the other spouse is absent due to: (1) marriage dissolution proceedings, (2) legal separation, (3)
employment or self-employment in another location, or (4) other personal circumstances causing
the spouses to live separately, not including an intent to obtain two homestead classifications for
property tax purposes. To qualify under clause (3), the spouse's place of employment or
self-employment must be at least 50 miles distant from the other spouse’s place of employment,
and the homesteads must be at least 50 miles distant from each other. Homestead treatment, in
whole or in part, shall not be denied to the owner’ s spouse who previously occupied the residence
with the owner if the absence of the owner is due to one of the exceptions provided in this

paragraph.
(f) The assessor must not deny homestead treatment in whole or in part if:

(1) inthe case of a property owner who is not married, the owner is absent due to residencein a
nursing home, boarding care facility, or an elderly assisted living facility property as defined in
section 273.13, subdivision 25a, and the property is not otherwise occupied; or

(2) in the case of a property owner who is married, the owner or the owner’ s spouse or both are
absent due to residence in a nursing home, boarding care facility, or an elderly assisted living
facility property as defined in section 273.13, subdivision 25a, and the property is not occupied or
is occupied only by the owner’s spouse.

(9) If anindividual is purchasing property with the intent of claiming it as a homestead and is
required by the terms of the financing agreement to have a relative shown on the deed as a
coowner, the assessor shall alow a full homestead classification. This provision only applies to
first-time purchasers, whether married or single, or to a person who had previously been married
and is purchasing as a single individual for the first time. The application for homestead benefits
must be on a form prescribed by the commissioner and must contain the data necessary for the
assessor to determine if full homestead benefits are warranted.
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(h) If residential or agricultural real estate is occupied and used for purposes of a homestead by
a child of a deceased owner and the property is subject to jurisdiction of probate court, the child
shall receive relative homestead classification under paragraph (c) or (d) to the same extent they
would be entitled to it if the owner was still living, until the probate is completed. For purposes of
this paragraph, "child" includes a relationship by blood or by marriage.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 17. Minnesota Statutes 2002, section 273.13, subdivision 25, is amended to read:

Subd. 25. [CLASS 4] () Class 4ais residential real estate containing four or more units and
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. 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 1.8 percent for taxes payable in 2002, 1.5
percent for taxes payable in 2003, and 1.25 percent for taxes payable in 2004 and thereafter,
except that class 4a property consisting of a structure for which construction commenced after
June 30, 2001, has a class rate of 1.25 percent of market value for taxes payable in 2003 and
subsequent years.

(b) Class 4b includes:

(1) residential real estate containing less than four units that does not qualify as class 4bb, other
than seasonal residential;-and recreationa property;

(2) manufactured homes not classified under any other provision;

(3) adwelling, garage, and surrounding one acre of property on a nonhomestead 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 1.5 percent for taxes payable in 2002,
and 1.25 percent for taxes payable in 2003 and thereafter.

(c) Class 4bb includes:

(1) nonhomestead residential real estate containing one unit, other than seasonal residential;-and
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 la property under subdivision 22.

Property that has been classified as seasonal recreational 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), rea property devoted to temporary and
seasonal residential occupancy for recreation purposes, including real property devoted to
temporary and seasonal residential occupancy for recreation purposes and not devoted to
commercia 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. In order for a property to be classified as class 4c, seasonal residential recreational
residential for commercial purposes, at least 40 percent of the annual gross [odging receipts rel ated
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



44TH DAY] MONDAY, APRIL 28, 2003 1479

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, snowmobiles, 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 aso 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 atotal of two acres, provided the property is
not devoted to commercia 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. Class
4c property classified in this clause also includes the remainder of class 1c resorts provided that
the entire property including that portion of the property classified as class 1c also meets the
requirements for class 4c under this clause; otherwise the entire property is classified as class 3.
Owners of real 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 1c or 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 will be designated class 1c or
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 1c or 4c property must provide guest registers or other records demonstrating
that the units for which class 1c or 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
(2) restaurant, (2) bar, (3) gift shop, and (4) other nonresidential facility operated on a commercial
basis not directly related to temporary and seasonal residential occupancy for recreation purposes
shall not qualify for class 1c or 4c;

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

(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

(ii) 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 one acre of land owned by a nonprofit community service
oriented organization; provided that the property is not used for a revenue-producing activity for
more than six days in the calendar year preceding the year of assessment and the property is not
used for residential purposes on either atemporary or permanent basis. For purposes of this clause,
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 Interna Revenue Code of 1986, as amended
through December 31, 1990. For purposes of this clause, "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, a
restaurant open to the public, bowling alley, a retail 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 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 social 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;

(4) post-secondary student housing of not more than one acre of land that is owned by a
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nonprofit corporation organized under chapter 317A and is used exclusively by a student
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) real 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) a leased 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:

(1) the land is on an airport owned or operated by a city, town, county, metropolitan airports
commission, or group thereof; and

(ii) the land lease, or any ordinance or signhed agreement restricting the use of the leased
premise, prohibits commercial activity performed at the hangar.

If ahangar classified under this clause is 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
sde; and

(8) residential real estate, a portion of which is used by the owner for homestead purposes, and
that is also a place of lodging, if all 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 is limited 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.

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 class
rates as class 4bb property, (ii) manufactured home parks assessed under clause (5) have the same
classrate 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, which includes any market value
receiving the one percent rate under subdivision 22, 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) and (6) has a class rate of 1.25 percent, and
(vi) that portion of the market value of property in clause (8) 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 sections 273.126 and 462A.071. Class 4d includes land in
proportion to the total market value of the building that is qualifying low-income rental housing.
For all 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 0.9 percent for taxes payable in 2002, and one percent for
taxes payable in 2003 and 1.25 percent for taxes payable in 2004 and thereafter.



44TH DAY] MONDAY, APRIL 28, 2003 1481

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 18. Minnesota Statutes 2002, section 273.1398, subdivision 4b, is amended to read:

Subd. 4b. [COURT EXPENDITURES; MAINTENANCE OF EFFORT.] (@) Until the costs of
court administration as defined under section 480.183, subdivision 3, in a county have been
transferred to the state, each county in ajudicial district transferring court administration costs to
state funding after July 1, 2001, shall budget for the funding of these costs an amount at |east equal
to the certified budget amount for calendar year 2001, increased by six percent for each year from
2001 to 2003 and by eight percent from 2004 to the year of the transfer. The county shall budget,
fund, and authorlze expendltures not less than the amount cal cul aIed under thls paragraph plusiéhe

(b) By July 15, 2001, the court shall certify to each county in the judicial district its cost of
court administration as defined under section 480.183, subdivision 3, based on 2001 budgets. In
making that determination, the court shall exclude the budget costs of the county for the following
categories.

(2) rent;

(2) examiner of titles;

(3) civil court appointed attorneys for civil matters,
(4) hospitalization costs; and

(5) cost of maintaining vital statistics.

The amount of funding provided by a county for courts that is increased by the maintenance of
effort requirement may not be used by a county to pay the costs described in clauses (1) to (5).

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 19. Minnesota Statutes 2002, section 273.1398, subdivision 4d, is amended to read:

Subd. 4d. [AID OFFSET FOR OUT-OF-HOME PLACEMENT COSTS.] For aid payable in
2004, each county’s aid under subdivision 2 shall be permanently reduced by an amount equal to
the county’s 2004 reimbursement for nonfederal expenditures for out-of-home placements, as
provided in section 245.775, provided that payments will be made under section 477A.0123 in
calendar year 2004. The counties shall provide all information requested by the commissioner of
human services necessary to alow the commissioner to certify the previous three years average
nonfederal costs to the commissioner of revenue by July 15,2004 1, 2003. The aid reduction
under this subdivision must not exceed the difference between (1) the amount of aid calculated for
the county for calendar year 2004 under subdivision 2, including any addition under section
477A.07, and (2) the amount of any aid reductions for the state takeover of courts contained in
Laws 2001, First Special Session chapter 5, article 5.

[EFFECTIVE DATE.] This section is effective for aids payable in 2004 and thereafter.
Sec. 20. Minnesota Statutes 2002, section 273.372, is amended to read:
273.372 [PROCEEDINGS AND APPEALS; UTILITY OR RAILROAD VALUATIONS]

An appeal by a utility or railroad company concerning the exemption, valuation, or
cIassrflcatlon on of property for which the commissioner of revenue has provided the city or
county assessor with commissioner’s-orders val uatlons by order, or for which the commissioner
has recommended values to the city or county assessor, must be brought against the commissioner
in tax court or in district court of the county where the property is located, and not against the
county or taxing district where the property is located. If the appeal to a court is of from an order
of the commissioner, it must be brought under chapter 271. If the appeal is from the exemption,
valuation, classification, or tax that results from implementation of the commissioner’s order or
recommendation, it must be brought under chapter 278, and the precedures provisions in that
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chapter apply, except that service shall be on the commissioner only and not on the county
officials specified in section 278.01, subdivison 1. This provision applies to the property
eontained-under described in sections 273.33, 273.35, 273.36, and 273.37, but only if the appealed
values have remained unchanged from those provided to the city or county by the commissioner.
If the exemption, valuation, or classification being appealed has been changed by the city or
county, then the action must be brought under chapter 278 in the county where the property is
Io%%led and proper service must be made upon the county officials as specified in section 278.01,
subdivision 1.

Upon filing of any appeal by a utility company or railroad against the commissioner, the
commissioner shall give notice by first class mail to each county which would be affected by the

appeal.

Companies that submit the reports under section 270.82 or 273.371 by the date specified in that
section, or by the date specified by the commissioner in an extension, may appeal administratively
to the commissioner under the procedures in section 270.11, subdivision 6, prior to bringing an
action in tax court or in district court, however, ingtituting an administrative appeal with the
commissioner does not change or modlfy the deadline in section 271.06 for appealing an order of
the commissioner in tax court or the deadline in section 278.01 for bringihg-an-action filing a
property tax claim or objection in tax court or district court.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 21. Minnesota Statutes 2002, section 273.42, subdivision 2, is amended to read:

Subd. 2. Owners of land that is an agricultural or nonagricultural homestead, nonhomestead
agricultural land, rental residential property, and both commercial and noncommercial seasonal
residential recreational property, as those terms are defined in section 273.13 listed on records of
the county auditor or county treasurer over which runs a high voltage transmission line as-defined
H-section-116C.52-subdivision-3 with a capacity of 200 kilovolts or more, except a high voltage
transmission line the construction of which was commenced prior to July 1, 1974, shall receive a
property tax credit in an amount determined by multiplying a fraction, the numerator of which is
the length of high voltage transmission line which runs over that parcel and the denominator of
whichisthetotal length of that particular line running over al property within the city or township
by ten percent of the transmission line tax revenue derived from the tax on that portion of the line
within the city or township pursuant to section 273.36. In the case of property owners in
unorganized townships, the property tax credit shall be determined by multiplying a fraction, the
numerator of which is the length of the qualifying high voltage transmission line which runs over
the parcel and the denominator of which is the total length of the qualifying high voltage
transmission line running over all property within all the unorganized townships within the county,
by the total utility property tax credit fund amount available within the county for that year
pursuant to subdivision 1. Where aright-of-way width is shared by more than one property owner,
the numerator shall be adjusted by multiplying the length of line on the parcel by the proportion of
the total width on the parcel owned by that property owner. The amount of credit for which the
property qualifies shall not exceed 20 percent of the total gross tax on the parcel prior to deduction
of the state paid agricultural credit and the state paid homestead credit, provided that, if the
property containing the right-of-way isincluded in a parcel which exceeds 40 acres, the total gross
tax on the parcel shall be multiplied by a fraction, the numerator of which is the sum of the
number of acres in each quarter-quarter section or portion thereof which contains a right-of-way
and the denominator of which is the total number of acres in the parcel set forth on the tax
statement, and the maximum credit shall be 20 percent of the product of that computation, prior to
deduction of those credits. The auditor of the county in which the affected parcel is located shall
calculate the amount of the credit due for each parcel and transmit that information to the county
treasurer. The county auditor, in computing the credit received pursuant to section 273.135, shall
reduce the gross tax by the amount of the credit received pursuant to this section, unless the
amount of the credit would be less than $10.

If, after the county auditor has computed the credit to those qualifying property owners in
unorganized townships, there is money remaining in the utility property tax credit fund, then that
excess amount in the fund shall be returned to the general school fund of the county.
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[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 22. Minnesota Statutes 2002, section 274.01, subdivision 1, is amended to read:

Subdivision 1. [ORDINARY BOARD; MEETINGS, DEADLINES, GRIEVANCES] (a) The
town board of atown, or the council or other governing body of a city, is the board of appeal and
equalization except (1) in cities whose charters provide for a board of equalization or (2) in any
city or town that has transferred its local board of review power and duties to the county board as
provided in subdivision 3. The county assessor shall fix a day and time when the board or the
board of equalization shall meet in the assessment districts of the county. Notwithstanding any law
or city charter to the contrary, a city board of equalization shall be referred to as a board of appeal
and egualization. On or before February 15 of each year the assessor shall give written notice of
the time to the city or town clerk. Notwithstanding the provisions of any charter to the contrary,
the meetings must be held between April 1 and May 31 each year. The clerk shall give published
and posted natice of the meeting at least ten days before the date of the meeting.

The board shall meet at the office of the clerk to review the assessment and classification of
property in the town or city. No changes in valuation or classification which are intended to
correct errors in judgment by the county assessor may be made by the county assessor after the
board has adjourned in those cities or towns that hold a local board of review; however,
corrections of errors that are merely clerical in nature or changes that extend homestead treatment
to property are permitted after adjournment until the tax extension date for that assessment year.
The changes must be fully documented and maintained in the assessor’'s office and must be
available for review by any person. A copy of the changes made during this period in those cities
or towns that hold alocal board of review must be sent to the county board no later than December
31 of the assessment year.

(b) The board shall determine whether the taxable property in the town or city has been
properly placed on the list and properly valued by the assessor. If rea or persona property has
been omitted, the board shall place it on the list with its market value, and correct the assessment
so that each tract or lot of real property, and each article, parcel, or class of personal property, is
entered on the assessment list at its market value. No assessment of the property of any person
may be raised unless the person has been duly notified of the intent of the board to do so. On
application of any person feeling aggrieved, the board shall review the assessment or
classification, or both, and correct it as appears just. The board may not make an individual market
value adjustment or classification change that would benefit the property in cases where the owner
or other person having control over the property will not permit the assessor to inspect the
property and the interior of any buildings or structures.

(c) A local board may reduce assessments upon petition of the taxpayer but the total reductions
must not reduce the aggregate assessment made by the county assessor by more than one percent.
If the total reductions would lower the aggregate assessments made by the county assessor by
more than one percent, none of the adjustments may be made. The assessor shall correct any
Ic_Ier_ica_I errors or double assessments discovered by the board without regard to the one percent
imitation.

(d) A local board does not have authority to grant an exemption or to order property removed
from the tax rolls.

(e) A mgjority of the members may act at the meeting, and adjourn from day to day until they
finish hearing the cases presented. The assessor shall attend, with the assessment books and
papers, and take part in the proceedings, but must not vote. The county assessor, or an assistant
delegated by the county assessor shall attend the meetings. The board shall list separately, on a
form appended to the assessment book, all omitted property added to the list by the board and all
items of property increased or decreased, with the market value of each item of property, added or
changed by the board, placed opposite the item. The county assessor shall enter all changes made
by the board in the assessment book.

{e) (f) Except as provided in subdivision 3, if a person fails to appear in person, by counsel, or
by written communication before the board after being duly notified of the board’ s intent to raise
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the assessment of the property, or if a person feeling aggrieved by an assessment or classification
failsto apply for areview of the assessment or classification, the person may not appear before the
county board of appeal and equalization for a review of the assessment or classification. This
paragraph does not apply if an assessment was made after the local board meeting, as provided in
section 273.01, or if the person can establish not having received notice of market value at least
five days before the local board meeting.

® (g) The loca board must complete its work and adjourn within 20 days from the time of
convening stated in the notice of the clerk, unless alonger period is approved by the commissioner
of revenue. No action taken after that date is valid. All complaints about an assessment or
classification made after the meeting of the board must be heard and determined by the county
board of equalization. A nonresident may, at any time, before the meeting of the board file written
objections to an assessment or classification with the county assessor. The objections must be
presented to the board at its meeting by the county assessor for its consideration.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 23. Minnesota Statutes 2002, section 274.13, subdivision 1, is amended to read:

Subdivision 1. [MEMBERS; MEETINGS; RULES FOR EQUALIZING ASSESSMENTS]
The county commissioners, or amajority of them, with the county auditor, or, if the auditor cannot
be present, the deputy county auditor, or, if there is no deputy, the court administrator of the
district court, shall form a board for the equalization of the assessment of the property of the
county, including the property of al cities whose charters provide for a board of equalization. This
board shall be referred to as the county board of appeal and equalization. The board shall meet
annually, on the date specified in section 274.14, at the office of the auditor. Each member shall
take an oath to fairly and impartially perform duties as a member. The board shall examine and
compare the returns of the assessment of property of the towns or districts, and equalize them so
that each tract or lot of real property and each article or class of personal property is entered on the
assessment list at its market value, subject to the following rules:

(1) The board shall raise the valuation of each tract or lot of real property which initsopinionis
returned below its market value to the sum believed to be its market value. The board must first
give notice of intention to raise the valuation to the person in whose name it is assessed, if the
person is a resident of the county. The notice must fix a time and place for a hearing.

(2) The board shall reduce the valuation of each tract or lot which in its opinion is returned
above its market value to the sum believed to be its market value.

(3) The board shall raise the valuation of each class of personal property which in itsopinionis
returned below its market value to the sum believed to be its market value. It shall raise the
aggregate value of the personal property of individuals, firms, or corporations, when it believes
that the aggregate valuation, as returned, is less than the market value of the taxable personal
property possessed by the individuals, firms, or corporations, to the sum it believes to be the
market value. The board must first give notice to the persons of intention to do so. The notice must
set a time and place for a hearing.

(4) The board shall reduce the valuation of each class of persona property that is returned
above its market value to the sum it believes to be its market value. Upon complaint of a party
aggrieved, the board shall reduce the aggregate valuation of the individual’s personal property, or
of any class of personal property for which the individual is assessed, which in its opinion has
been assessed at too large a sum, to the sum it believes was the market value of the individual’s
persona property of that class.

(5) The board must not reduce the aggregate value of all the property of its county, as submitted
to the county board of equalization, with the additions made by the auditor under this chapter, by
more than one percent of its whole valuation. The board may raise the aggregate valuation of real
property, and of each class of persona property, of the county, or of any town or district of the
county, when it believes it is below the market value of the property, or class of property, to the
aggregate amount it believes to be its market value.
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(6) The board shall change the classification of any property which in its opinion is not
properly classified.

(7) The board does not have the authority to grant an exemption or to order property removed
from the tax rolls.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 24. Minnesota Statutes 2002, section 275.025, subdivision 1, is amended to read:

Subdivison 1. [LEVY AMOUNT.] The date general levy is levied against
commercia-industrial property and seasonal residential recreational property, as defined in this
section. The state general levy base amount is $592,000,000 for taxes payable in 2002. For taxes
payable in subsequent years, the levy base amount is increased each year by multiplying the lev
base amount for the prior year by the sum of one plus the rate of increase, if any, in the implicit
price deflator for government consumption expenditures and gross investment for state and local
governments prepared by the Bureau of Economic Analysts of the United States Department of
Commerce for the 12-month period ending March 31 of the year prior to the year the taxes are
payable. The tax under this section is not treated as a local tax rate under section 469.177 and is
not the levy of a governmental unit under chapters 276A and 473F. Beginning in fiscal year 2004,
and in each year thereafter, the commissioner of finance shall deposit in an education reserve
account, which account is hereby established, the increased amount of the state general levy
received for deposit in the general fund for that year over the amount of the state general levy
received for deposit in the general fund in fiscal year 2003. The amounts in the education reserve
account do not lapse or cancel each year, but remain until appropriated by law for education aid or
higher education funding.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and thereafter,
except that the change from "seasonal recreationa property” to "seasona residential recreational
property"” is effective the day following final enactment.

Sec. 25. Minnesota Statutes 2002, section 275.025, subdivision 3, is amended to read:

Subd. 3. [SEASONAL RESIDENTIAL RECREATIONAL TAX CAPACITY.] For the
purposes of this section, "seasonal residential recreational tax capacity” means the tax capacity of
all class 4c(1) property under section 273.13, subdivision 25, except that the first $76,000 of
market value of each noncommercial class 4c(1) property has atax capacity for this purpose equal
to 40 percent of its tax capacity under section 273.13.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 26. Minnesota Statutes 2002, section 275.025, subdivision 4, is amended to read:

Subd. 4. [APPORTIONMENT AND LEVY OF STATE GENERAL TAX.] The state general
tax must be distributed among the counties by applying a uniform rate to each county’s
commercia-industrial tax capacity and its seasonal residential recreational tax capacity. Within
each county, the tax must be levied by applying a uniform rate against commercial-industrial tax
capacity and seasonal residential recreational tax capacity. By On or before November 1 each
year, the commissioner of revenue shall certify the a preliminary state general levy rate to each
county auditor that must be used to prepare the notices of proposed property taxes for taxes
payable in the following year. By January 1 of each year, the commissioner shall certify the final
state general levy rate to each county auditor that shall be used in spreading taxes.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and thereafter,
except that the change from "seasonad recreational tax capacity” to "seasona residentia
recreational tax capacity” is effective the day following final enactment.

Sec. 27. Minnesota Statutes 2002, section 276.10, is amended to read:
276.10 [APPORTIONMENT AND DISTRIBUTION OF FUNDS]
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On the settlement day determined in section 276.09 for each year, the county auditor and
county treasurer shall distribute all undistributed funds in the treasury. The funds must be
apportioned as provided by law, and credited to the state, town, city, school district, special district
and each county fund. Within 20 days after the distribution is completed, the county auditor shall
report to the state auditor in the form prescribed by the state auditor. The county auditor shall issue
a warrant for the payment of money in the county treasury to the credit of the state, town, city,
school district, or specia districts on application of the persons entitled to receive the payment.
The county auditor may apply the local tax rate from the year before the year of distribution when
apportioning and distributing delinquent tax proceeds, if the composition of the previous year's
local tax rate between taxing districts is not significantly different from the local tax rate that
existed for the year of the delinquency.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and thereafter.
Sec. 28. Minnesota Statutes 2002, section 276.11, subdivision 1, is amended to read:

Subdivision 1. [GENERALLY.] As soon as practical after the settlement day determined in
section 276.09, the county treasurer shall pay to the state treasurer-or the treasurer of atown, city,
school district, or special district, on the warrant of the county auditor, all receipts of taxes levied
by the taxing district and deliver up all orders and other evidences of indebtedness of the taxing
district, taking triplicate receipts for them. The treasurer shall file one of the receipts with the
county auditor, and shall return one by mail on the day of its receipt to the clerk of the town, city,
school district, or specia district to which payment was made. The clerk shall keep the receipt in
the clerk’s office. Upon written request of the taxing district, to the extent practicable, the county
treasurer shall make partial payments of amounts collected periodically in advance of the next
settlement and distribution. A statement prepared by the county treasurer must accompany each
payment. It must state the years for which taxes included in the payment were collected and, for
each year, the amount of the taxes and any penalties on the tax. Upon written request of a taxing
district, except school districts, the county treasurer shall pay at least 70 percent of the estimated
collection within 30 days after the settlement date determined in section 276.09. Within seven
business days after the due date, or 28 calendar days after the postmark date on the envelopes
containing rea or personal property tax statements, whichever is latest, the county treasurer shall
pay to the treasurer of the school districts 50 percent of the estimated collections arising from
taxes levied by and belonging to the school district, unless the school district elects to receive 50
percent of the estimated collections arising from taxes levied by and belonging to the school
district after making a proportionate reduction to reflect any loss in collections as the result of any
delay in mailing tax statements In that case, 50 percent of those adjusted, estimated collections
shall be paid by the county treasurer to the treasurer of the school district within seven business
days of the due date. The remaining 50 percent of the estimated collections must be paid to the
treasurer of the school district within the next seven business days of the later of the dates in the
preceding sentence, unless the school district elects to receive the remainder of its estimated
collections after a proportionate reduction has been made to reflect any loss in collections as the
result of any delay in mailing tax statements. In that case, the remaining 50 percent of those
adjusted, estimated collections shall be paid by the county treasurer to the treasurer of the school
district within 14 days of the due date. The treasurer shall pay the balance of the amounts collected
to-the state before-June-30,-or to a municipal corporation or other body within 60 days after the
settlement date determined in section 276.09. After 45 days interest at an annual rate of eight
percent accrues and must be paid to the taxing district. Interest must be paid upon appropriation
from t_h(.aI genera revenue fund of the county. If not paid, it may be recovered by the taxing district,
inacivil action.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and thereafter.
Sec. 29. [276.112] [STATE PROPERTY TAXES; COUNTY TREASURER.]

On or before January 25 each year, for the period ending December 31 of the prior year, and on
or before June 29 each year, for the period ending on the most recent settlement day determinedin
section 276.09, and on or before December 2 each year, for the period ending ten business days
after November 15, the county treasurer must make full settlement with the county auditor
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according to sections 276.09, 276.10, and 276.111 for al receipts of state property taxes levied
under section 275.025, and must transmit those receipts to the commissioner of revenue by
electronic means.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 30. Minnesota Statutes 2002, section 277.20, subdivision 2, is amended to read:

Subd. 2. [FILING OF LIEN FOR ENFORCEABILITY.] The lien imposed by subdivision 1 is
not enforceable against any purchaser, mortgagee, pledgee, holder of a Uniform Commercia Code
security interest, mechanic’s lienor, or judgment lien creditor until a notice of lien has been filed
by the county treasurer in the office of the county recorder of the county in which the property is
stuated or, in the case of personal property

3 3 ani —'-- in the offrce of the secretary of
state Prlorlty of a Ilen created under Laws 1991 chapter 291, article 15, shall be determined in
accordance with the provisions of section 507.34. Liens filed in the office of the county recorder
shall be filed with the state tax liens filed pursuant to section 270.69, and the index shall indicate
the name of the county for which the lien wasfiled. If the land is registered, the notice of lien shall
be filed in the office of the registrar of titles of the county in which the property is registered.
Notwithstanding any other law to the contrary, the county treasurer is exempt from the payment of
fees when the lien is offered for filing or recording; the fee for filing or recording the lien must be
paid at the time the release of lien is offered for filing or recording. Notwithstanding any law to
the contrary, the fee for filing or recording the lien or the release of lien is $15.

[EFFECTIVE DATE.] This section is effective for liens filed on or after the day following
final enactment.

Sec. 31. Minnesota Statutes 2002, section 279.06, subdivision 1, is amended to read:

Subdivision 1. [LIST AND NOTICE.] Within five days after the filing of such list, the court
administrator shall return a copy thereof to the county auditor, with a notice prepared and signed
by the court administrator, and attached thereto, which may be substantially in the following form:

State of Minnesota )

County of............... )
District Court
.......... Judicial District.

The state of Minnesota, to all persons, companies, or corporations who have or claim any
estate, right, title, or interest in, claim to, or lien upon, any of the several parcels of land described
in the list hereto attached:

The list of taxes and penalties on real property for the county Of ...........ccccoevrennenene. remaining
delinquent on the first Monday in January, ....... , has been filed in the office of the court
administrator of the district court of said county, of which that hereto attached is a copy.
Therefore, you, and each of you, are hereby required to file in the office of said court
administrator, on or before the 20th day after the publication of this notice and list, your answer, in
writing, setting forth any objection or defense you may have to the taxes, or any part thereof, upon
any parcel of land described in thelist, in, to, or on which you have or claim any estate, right, title,
interest, claim, or lien, and, in default thereof, judgment will be entered against such parcel of land
for the taxes on such list appearing against it, and for al penalties, interest, and costs. Based upon
said judgment, the land shall be sold to the state of Minnesota on the second Monday in May, .......
The period of redemption for all lands sold to the state at a tax judgment sale shall be three years
from the date of sale to the state of Minnesotaif the land iswithin an incorporated areaunlessit is:

(a) nonagricultural homesteaded land as defined in section 273.13, subdivision 22;
(b) homesteaded agricultural land as defined in section 273.13, subdivision 23, paragraph (a);
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(c) seasonal residential recreational land as defined in section 273.13, subdivisions 22,
paragraph (c), and 25, paragraph (€} (d), clause {5) (1), in which event the period of redemptionis
five years from the date of sale to the state of Minnesota;

(d) abandoned property and pursuant to section 281.173 a court order has been entered
shortening the redemption period to five weeks; or

(e) vacant property as described under section 281.174, subdivision 2, and for which a court
order is entered shortening the redemption period under section 281.174.

The period of redemption for al other lands sold to the state at atax judgment sale shall be five
years from the date of sae.

Inquiries as to the proceedings set forth above can be made to the county auditor of ..... county
whose address is ..... .

(Hereinsert list.)
The list referred to in the notice shall be substantialy in the following form:

List of real property for the county Of .........ccccoeueneee. , on which taxes remain delinquent on the
first Monday in January, .......:

Town of (Fairfield),
Township (40), Range (20),

Names (and
Current Filed
Addresses) for
the Taxpayers
and Fee Owners
and in Addition
Those Parties
Who Have Filed
Their Addresses Tax
Pursuant to Subdivision of Parcel Total Tax
section 276.041 Section Section Number and Penalty
cts.

John Jones S.E. 1/4 of SW. 1/4 10 23101 2.20
(825 Fremont

Fairfield, MN

55000)

Bruce Smith That part of N.E. 1/4

(2059 Hand of SW. 1/4 desc. as
Fairfield, follows: Beg. at the

MN 55000) S.E. corner of said

and N.E. 1/4 of SW. 1/4;
Fairfield thence N. along the E.

State Bank line of said N.E. 1/4
(100 Main of SW. 1/4 adistance
Street of 600 ft.; thence W.
Fairfield, parallel withthe S.

MN 55000) line of said N.E. 1/4
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of SW. 1/4 adistance

of 600 ft.; thence S.

parallel with said E.

line adistance of 600

ft. to S. line of said

N.E. /4 of SW. 1/4;

thence E. along said S.

line adistance of 600

ft. to the point of

21

1489

33211 3.15

Asto platted property, the form of heading shall conform to circumstances and be substantially
in the following form:

Names (and
Current Filed
Addresses) for
the Taxpayers
and Fee Owners
and in Addition
Those Parties
Who have Filed
Their Addresses
Pursuant to
section 276.041

John Jones
(825 Fremont
Fairfield,

MN 55000)

Bruce Smith
(2059 Hand
Fairfield,

MN 55000)

and

Fairfield

State Bank

(100 Main Street
Fairfield,

MN 55000)

City of (Smithtown)
Brown’s Addition, or Subdivision

Tax
Parcel Total Tax
Lot Block Number and Penalty
$ cts
15 9 58243 2.20
16 9 58244 3.15

The names, descriptions, and figures employed in parentheses in the above forms are merely
for purposes of illustration.

The name of the town, township, range or city, and addition or subdivision, as the case may be,
shall be repeated at the head of each column of the printed lists as brought forward from the

preceding column.

Errors in the list shall not be deemed to be a material defect to affect the validity of the

judgment and sale.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
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Sec. 32. Minnesota Statutes 2002, section 281.17, is amended to read:
281.17 [PERIOD FOR REDEMPTION.]

Except for properties for which the period of redemption has been limited under sections
281.173 and 281.174, the following periods for redemption apply.

The period of redemption for all lands sold to the state at a tax judgment sale shall be three
years from the date of sale to the state of Minnesota if the land is within an incorporated area
unlessit is: (a) nonagricultural homesteaded land as defined in section 273.13, subdivision 22; (b)
homesteaded agricultural land as defined in section 273.13, subdivision 23, paragraph (a); or (c)
seasonal residential recreational land as defined in section 273.13, subdivision 22, paragraph (c),
or 25, paragraph (d), clause (1), for which the period of redemption is five years from the date of
sde to the state of Minnesota

The period of redemption for homesteaded lands as defined in section 273.13, subdivision 22,
located in a targeted neighborhood as defined in Laws 1987, chapter 386, article 6, section 4, and
sold to the state at a tax judgment sale is three years from the date of sale. The period of
redemption for all lands located in a targeted neighborhood as defined in Laws 1987, chapter 386,
article 6, section 4, except (1) homesteaded lands as defined in section 273.13, subdivision 22, and
(2) for periods of redemption beginning after June 30, 1991, but before July 1, 1996, lands located
in the Loring Park targeted neighborhood on which a notice of lis pendens has been served, and
sold to the state at a tax judgment sale is one year from the date of sale.

The period of redemption for all real property constituting a mixed municipal solid waste
disposal facility that is a qualified facility under section 115B.39, subdivision 1, is one year from
the date of the sale to the state of Minnesota

The period of redemption for al other lands sold to the state at atax judgment sale shall be five
years from the date of sale, except that the period of redemption for nonhomesteaded agricultural
land as defined in section 273.13, subdivision 23, paragraph (b), shall be two years from the date
of saleif at that time that property is owned by a person who owns one or more parcels of property
on which taxes are delinquent, and the delinquent taxes are more than 25 percent of the prior
year's school district levy.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 33. Minnesota Statutes 2002, section 282.01, subdivision 1b, is amended to read:

Subd. 1b. [CONVEYANCE; TARGETED NEIGHBORHOOD LANDS] (&) Notwithstanding
subdivision 1a, in the case of tax-forfeited lands located in a targeted neighborhood, as defined in
section 469.201, subdivision 10, and section 473.121, subdivision 2, the commissioner of revenue
shall convey by deed in the name of the state any tract of tax-forfeited land held in trust in favor of
the taxing districts, to a political subdivision that submits an application to the commissioner of
revenue and, in the case of targeted neighborhoods located outside of the metropolitan area as
defined in section 473.121, the recommendation of the county board.

(b) The application under paragraph (a) must include a statement of facts as to the use to be
made of the tract, the need therefor, and a resolution, adopted by the governing body of the
political subdivision, finding that the conveyance of a tract of tax-forfeited land to the political
subdivision is necessary to provide for the redevelopment of land as productive taxable property.
Deeds of conveyance issued under paragraph (&) are not conditioned on continued use of the
property for the use stated in the application.

[EFFECTIVE DATE.] This section is effective for deeds issued on or after July 1, 2003.
Sec. 34. Minnesota Statutes 2002, section 282.01, subdivision 73, 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
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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 conditionsimposed by the county board pursuant to section
282.03. The governing body of the city or town may recommend to the county board conditionsto
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 in no event shall the land 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.

This subdivision shall be liberally 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 for sales occurring on or after the day
following final enactment.

Sec. 35. Minnesota Statutes 2002, section 282.08, is amended to read:
282.08 [APPORTIONMENT OF PROCEEDS TO TAXING DISTRICTS]

The net proceeds from the sale or rental of any parcel of forfeited land, or from the sale of
products from the forfeited land, must be apportioned by the county auditor to the taxing districts
interested in the land, as follows:

(1) the amounts necessary to pay the state genera tax levy against the parcel for taxes payable
in the year for which the tax judgment was entered, and for each subsequent payable year up to
and including the year of forfeiture, must be apportioned to the state;

(2) the portion required to pay any amounts included in the appraised value under section
282.01, subdivision 3, as representing increased value due to any public improvement made after
forfeiture of the parcel to the state, but not exceeding the amount certified by the clerk of the
municipality must be apportioned to the municipal subdivision entitled to it;

{2 (3) the portion required to pay any amount included in the appraised value under section
282.019, subdivision 5, representing increased value due to response actions taken after forfeiture
of the parcel to the state, but not exceeding the amount of expenses certified by the pollution
control agency or the commissioner of agriculture, must be apportioned to the agency or the
commissioner of agriculture and deposited in the fund from which the expenses were paid;

{3} (4) the portion of the remainder required to discharge any special assessment chargeable
against the parcel for drainage or other purpose whether due or deferred at the time of forfeiture,
must be apportioned to the municipal subdivision entitled to it; and

{4} (5) any balance must be apportioned as follows:

(i) The county board may annually by resolution set aside no more than 30 percent of the
receipts remaining to be used for timber development on tax-forfeited land and dedicated
memorial forests, to be expended under the supervision of the county board. It must be expended
only on projects approved by the commissioner of natural resources.

(if) The county board may annually by resolution set aside no more than 20 percent of the
receipts remaining to be used for the acquisition and maintenance of county parks or recreational
areas as defined in sections 398.31 to 398.36, to be expended under the supervision of the county
board.
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(iii) Any balance remaining must be apportioned as follows: county, 40 percent; town or city,
20 percent; and school district, 40 percent, provided, however, that in unorganized territory that
portion which would have accrued to the township must be administered by the county board of
commissioners.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and thereafter.
Sec. 36. Minnesota Statutes 2002, section 290C.02, subdivision 3, is amended to read:

Subd. 3. [CLAIMANT.] "Claimant" means a person, as that term is defined in section 290.01,
subdivision 2, who owns forest land in Minnesota and files an application authorized by the
Sustainable Forest Incentive Act. For purposes of section 290C.11, claimant also includes any
person bound by the covenant required in section 290C.04. No more than one claimant is entitled
to a payment under this chapter with respect to any tract, parcel, or piece of land enrolled under
this chapter that has been assigned the same parcel identification number. When enrolled forest
land is owned by two or more persons, the owners must determine between them which person
may claim the payments provided under sections 290C.01 to 290C.11.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 37. Minnesota Statutes 2002, section 290C.02, subdivision 7, is amended to read:

Subd. 7. [FOREST MANAGEMENT PLAN.] "Forest management plan” means a written
document providing a framework for site-specific healthy, productive, and sustainable forest
resources. A forest management plan must include at least the following: (i) owner-specific forest
management goals for the property land; (ii) a reliable field inventory of the individual forest
cover types, their age, and density; (iii) a description of the soil type and quality; (iv) an aerial
photo and/or map of the vegetation and other natural features of the property land clearly
indicating the boundaries of the property land and of the forest land; (v) the proposed future
conditions of the property land; (vi) prescriptions to meet proposed future conditions of the
property land; (vii) arecommended timetable for implementing the prescribed activities, and (viii)
a legal description of the parcels land encompassing the parcels included in the plan. All
management activities prescribed in a plan must be in accordance with the recommended timber
harvesting and forest management guidelines. The commissioner of natural resources shall
provide a framework for plan content and updating and revising plans.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 38. Minnesota Statutes 2002, section 290C.03, is amended to read:
290C.03 [ELIGIBILITY REQUIREMENTS]

(a) Property Land may be enrolled in the sustainable forest incentive program under this
chapter if all of the following conditions are met:

(1) property the land consists of at least 20 contiguous acres and at least 50 percent of the land
must meet the definition of forest land in section 88.01, subdivision 7, during the enrollment;

(2) aforest management plan for the property land must be prepared by an approved plan writer
and implemented during the period in which the Tand is enrolled;

%3) timber harvesting and forest management guidelines must be used in conjunction with any
timber harvesting or forest management activities conducted on the land during the period in
which the land is enrolled;

(4) the property land must be enrolled for a minimum of eight years;
(5) there are no delinquent property taxes on the property land; and

(6) claimants enrolling more than 1,920 acres in the sustainable forest incentive program must
allow year-round, nonmatorized access to fish and wildlife resources on enrolled land except
within one-fourth mile of a permanent dwelling or during periods of high fire hazard as
determined by the commissioner of natural resources.
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(b) Claimants required to allow access under paragraph (@), clause (6), do not by that action:
(1) extend any assurance that the land is safe for any purpose;

(2) confer upon the person the legal status of an invitee or licensee to whom a duty of careis
owed; or

(3) assume responsibility for or incur liability for any injury to the person or property caused by
an act or omission of the person.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 39. Minnesota Statutes 2002, 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 preperty land using the
previous year’ s statewide average total township tax rate and the class rate for class 2b timberland
under section 273.13, subdivision 23, paragraph (b), if the property land were valued at (i) the
average statewide timberland market value per acre calculated under section 290C.06, and (ii) the
avg{jage statewide timberland current use value per acre calculated under section 290C.02,
subdivision 5;

(2) two-thirds of the property tax amount determined by using the previous year's statewide
average total township tax rate, the estimated market value per acre as calculated in section
290C.06, and the class rate for 2b timberland under section 273.13, subdivision 23, paragraph (b);
or

(3) $1.50 per acre for each acre enrolled in the sustainable forest incentive program.
[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 40. Minnesota Statutes 2002, section 290C.09, is amended to read:

290C.09 [REMOVAL FOR PROPERTY TAX DELINQUENCY ]

The commissioner shall immediately remove any property land enrolled in the sustainable
forest incentive program for which taxes are determined to be delinquent as provided in chapter
279 and shall notify the claimant of such action. Lands terminated from the sustainable forest
incentive program under this section are not entitled to any payments provided in this chapter and
are subject to removal penalties prescribed in section 290C.11. The claimant has 60 days from the
receipt of notice from the commissioner under this section to pay the delinquent taxes. If the
delinquent taxes are paid within this 60-day period, the lands shall be reinstated in the program as
if they had not been withdrawn and without the payment of a penalty.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 41. Minnesota Statutes 2002, section 290C.10, is amended to read:
290C.10 [WITHDRAWAL PROCEDURES]

An approved claimant under the sustainable forest incentive program for a minimum of four
years may notify the commissioner of the intent to terminate enrollment. Within 90 days of receipt
of notice to terminate enrollment, the commissioner shall inform the claimant in writing,
acknowledging receipt of this notice and indicating the effective date of termination from the
sustainable forest incentive program. Termination of enroliment in the sustainable forest incentive
program occurs on January 1 of the fifth calendar year that begins after receipt by the
commissioner of the termination notice. After the commissioner issues an effective date of
termination, a claimant wishing to continue the property’s land’s enrollment in the sustainable
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forest incentive program beyond the termination date must apply for enrollment as prescribed in
section 290C.04. A claimant who withdraws a parcel of land from this program may not reenroll
the parcel for a period of three years. Within 90 days after the termination date, the commissioner
shall execute and acknowledge a document releasing the land from the covenant required under
this chapter. The document must be mailed to the claimant and is entitled to be recorded. The
commissioner may alow early withdrawal from the Sustainable Forest Incentive Act without
penalty in cases of condemnation for a public purpose notwithstanding the provisions of this
section.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 42. Minnesota Statutes 2002, section 290C.11, is amended to read:
290C.11 [PENALTIES FOR REMOVAL.]

(& If the commissioner determines that property land enrolled in the sustainable forest
incentive program is in violation of the conditions for enrollment as specified in section 290C.03,
the commissioner shall notify the claimant of the intent to remove all enrolled land from the
sustainable forest incentive program. The claimant has 60 days to appeal this determination. The
appeal must be made in writing to the commissioner, who shall, within 60 days, notify the
claimant as to the outcome of the appeal. Within 60 days after the commissioner denies an appeal,
or within 120 days after the commissioner received a written appeal if the commissioner has not
made a determination in that time, the owner may appeal to tax court under chapter 271 asif the
appeal is from an order of the commissioner.

(b) If the commissioner determines the property land is to be removed from the sustainable
forest incentive program, the claimant is liable for payment to the commissioner in the amount
equal to the payments received under this chapter for the previous four-year period, plus interest.
The claimant has 90 days to satisfy the payment for removal of land from the sustainable forest
incentive program under this section. If the penalty is not paid within the 90-day period under this
paragraph, the commissioner shall certify the amount to the county auditor for collection as a part
of the general ad valorem real property taxes on the land in the following taxes payable year.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 43. [290C.12] [DEATH OF CLAIMANT.]

Within one year after the death of the claimant, the claimant’s heir, devisee, or estate must
either:

(1) notify the commissioner of election to terminate enrollment in the sustainable forest
incentive program; or

(2) make an application under this chapter to continue enrollment of the land in the program.

Upon notification under clause (1), the commissioner shall terminate the enrollment and issue a
document releasing the Tand from the covenant as provided in section 290C.04, paragraph (c).
Penalties under section 290C.11 shall not apply. If the application under clause (2) is approved,
the land is enrolled in the program without a break. If the commissioner does not receive
notification within one year after the date of death, enrollment in the program shall be terminated
and penalties under section 290C.11 shall not apply.

[EFFECTIVE DATE.] This section is effective the day following final enactment, except in
the case of claimants dying prior to the day following final enactment, heirs, devisees, or estates
may make the election either six months after the effective date of this provision or one year after
the death of the claimant, whichever isTater.

Sec. 44. Minnesota Statutes 2002, section 469.1792, subdivision 3, is amended to read:

Subd. 3. [ACTIONS AUTHORIZED.] (a) An authority with a district qualifying under this
section may take either or both of the following actions for any or all of its preexisting districts:
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(1) the authority may elect that the original local tax rate under section 469.177, subdivision 1a,
does not apply to the district; and

(2) the authority may elect the fiscal disparities contribution will be computed under section
469.177, subdivision 3, paragraph (a), regardless of the election that was made for the district.

(b) The authority may take action under this subdivision only after the municipality approves
the action, by resolution, after notice and public hearing in the manner provided under section
469.175, subdivision 2. To be effective for taxes payable in the following year, the resolution must
be adopted and the county auditor must be notified of the adoption on or before July 1.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and thereafter.
Sec. 45. Minnesota Statutes 2002, section 473F.07, subdivision 4, is amended to read:

Subd. 4. [DISTRIBUTION NET TAX CAPACITY.] The administrative auditor shall
determine the proportion which the index of each municipality bears to the sum of the indices of
all municipalities and shall then multi pIy thls proportlon in the case of each mun|C| pallty, by the
area\Nlde net tax capamty, ,

[EFFECTIVE DATE.] This section is effective for taxes payable in 2004 and subsequent
years.

Sec. 46. Minnesota Statutes 2002, section 477A.011, subdivision 30, is amended to read:

Subd. 30. [PRE-1940 HOUSING PERCENTAGE.] "Pre-1940 housing percentage’ for acity is
100 times the mest-recent 1990 federal census count of al housing units in the city built before
1940, divided by the total number of al housing units in the city. Housing units includes both
occupied and vacant housing units as defined by the federal census.

[EFFECTIVE DATE.] This section is effective for aids payable in 2003 and thereafter.
Sec. 47. Minnesota Statutes 2002, section 515B.1-116, is amended to read:
515B.1-116 [RECORDING.]

(a) A declaration, bylaws, any amendment to a declaration or bylaws, and any other instrument
affecting a common interest community shall be entitled to be recorded. In those counties which
have a tract index, the county recorder shall enter the declaration in the tract index for each unit
affected. The registrar of titles shall file the declaration in accordance with section 508.351 or
508A.351.

(b) The recording officer shall upon request promptly assign a nhumber (CIC number) to a
common interest community to be formed or to a common interest community resulting from the
merger of two or more common interest communities.

(c) Documents recorded pursuant to this chapter shall in the case of registered land be filed, and
references to the recording of documents shall mean filed in the case of registered land.

(d) Subject to any specific requirements of this chapter, if a recorded document relating to a
common interest community purports to require a certain vote or signatures approving any
restatement or amendment of the document by a certain number or percentage of unit owners or
secured parties, and if the amendment or restatement is to be recorded pursuant to this chapter, an
affidavit of the president or secretary of the association stating that the required vote or signatures
have been obtained shall be attached to the document to be recorded and shall constitute prima
facie evidence of the representations contained therein.
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(e) If a common interest community is located on registered land, the recording fee for any
document affecting two or more units shall be the then-current fee for registering the document on
the certificates of title for the first ten affected certificates and one-third of the then-current fee for
each additional affected certificate. This provision shall not apply to recording fees for deeds of
conveyance, with the exception of deeds given pursuant to sections 515B.2-119 and 515B.3-112.

(f) Except as permitted under this subsection, a recording officer shall not file or record a
declaration creating a new common interest community, unless the county treasurer has certified
that the property taxes payable in the current year for the real estate included in the proposed
common interest community have been paid. This certification isin addition to the certification for
delinquent taxes required by section 272.12. In the case of preexisting common interest
communities, the recording officer shall accept, file, and record the following instruments, without
requiring a certification as to the current or delinquent taxes on any of the units in the common
interest community: (i) a declaration subjecting the common interest community to this chapter;
(if) a declaration changing the form of a common interest community pursuant to section
515B.2-123; or (iii) an amendment to or restatement of the declaration, bylaws, or CIC plat. In
order for themstruments an |nstrument to be accepted and recorded under the preced| ng sentence,

unlt |nstrument must not create or change un|t or common area boundanes

[EFFECTIVE DATE.] This section is effective for deeds or instruments accepted for
recording or registration on or after July 1, 2003.

Sec. 48. Laws 2001, First Special Session chapter 5, article 3, section 61, the effective date, is
amended to read:

[EFFECTIVE DATE.] This section is effective August 1, 2001, for deeds issued on or after
August 1, 2001. This section is effective August 1, 2006, for deeds issued before August 1, 2001.

Sec. 49. Laws 2001, First Special Session chapter 5, article 3, section 63, the effective date, is
amended to read:

[EFFECTIVE DATE.] This section is effective August 1, 2001, for deeds issued on or after
August 1, 2001. This section is effective August 1, 2006, for deeds issued before August 1, 2001.

Sec. 50. Laws 2002, chapter 377, article 6, section 4, the effective date, is amended to read:

[EFFECTIVE DATE.] This section is effective for-aids-payable in-2004 May 16, 2002, and
thereafter.

Sec. 51. [REPEALER]
() Minnesota Statutes 2002, section 274.04, is repealed.

(b) Minnesota Statutes 2002, section 477A.065, is repealed effective for aid payable in 2004
and thereafter.

(c) Minnesota Rules, parts 8106.0100, subparts 11, 15, and 16; and 8106.0200, are repealed
effective the day following final enactment.

ARTICLE9
DEPARTMENT SALESAND USE TAX INITIATIVES

Section 1. Minnesota Statutes 2002, section 289A.50, subdivision 2a, is amended to read:

Subd. 2a. [REFUND OF SALES TAX TO PURCHASERS] (a) If avendor has collected from
a purchaser a tax on a transaction that is not subject to the tax imposed by chapter 297A, the
purchaser may apply directly to the commissioner for a refund under this section if:

{a) (1) the purchaser is currently registered or was registered during the period of the claim, to
collect and remit the sales tax or to remit the use tax; and
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(2) either
{b} (i) the amount of the refund to be applied for exceeds $500, or

(i) the amount of the refund to be applied for does not exceed $500, but the purchaser also
applies for a capital equipment claim at the same time, and the total of the two refunds exceeds
$500.

(b) The purchaser may not file more than two applicationsfor refund under this subdivisionin a
calendar year.

[EFFECTIVE DATE.] This section is effective for claims filed on or after the day following
fina enactment.

Sec. 2. Minnesota Statutes 2002, section 289A.60, is amended by adding a subdivision to read:

Subd. 25. [PENALTY FOR FAILURE TO PROPERLY COMPLETE SALES TAX
RETURN.] A person who fails to report local sales tax on a sales tax return or who fails to report
local salestax on separate tax lines on the sales tax return is subject to a penalty of five percent of
the amount of tax not properly reported on the return. A person who files a consolidated tax return
but fails to report Tocation information is subject to a $500 penalty for each return not containing
location information. In addition, the commissioner may revoke the privilege for ataxpayer to file
consolidated returns and may require the taxpayer to separately register each location and to filea
tax return for each location.

[EFFECTIVE DATE.] This section is effective for returns filed after June 30, 2003.
Sec. 3. Minnesota Statutes 2002, section 297A.61, subdivision 3, is amended to read:

Subd. 3. [SALE AND PURCHASE] (&) "Sale" and "purchase" include, but are not limited to,
each of the transactions listed in this subdivision.

(b) Sale and purchase include:

(2) any transfer of title or possession, or both, of tangible personal property, whether absolutely
or conditionally, for a consideration in money or by exchange or barter; and

(2) theleasing of or the granting of alicenseto use or consume, for a consideration in money or
by exchange or barter, tangible persona property, other than a manufactured home used for
residential purposes for a continuous period of 30 days or more.

(c) Sale and purchase include the production, fabrication, printing, or processing of tangible
personal property for a consideration for consumers who furnish either directly or indirectly the
materials used in the production, fabrication, printing, or processing.

(d) Sale and purchase include the preparing for a consideration of food. Notwithstanding
section 297A.67, subdivision 2, taxable food includes, but is not limited to, the following:

(1) prepared food sold by the retailer;

(2) soft drinks;

(3) candy; and

(4) al food sold through vending machines.

(e) A sale and a purchase includes the furnishing for a consideration of electricity, gas, water,
or steam for use or consumption within this state.

(f) A sale and a purchase includes the transfer for a consideration of computer software.

(9) A sdle and a purchase includes the furnishing for a consideration of the following services.
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(2) the privilege of admission to places of amusement, recreational areas, or athletic events, and
the making available of amusement devices, tanning facilities, reducing salons, steam baths,
turkish baths, health clubs, and spas or athletic facilities;

(2) lodging and related services by a hotel, rooming house, resort, campground, motel, or trailer
camp and the granting of any similar license to use real property other than the renting or leasing
of it for a continuous period of 30 days or more;

(3) nonresidential parking services, whether on a contractual, hourly, or other periodic basis,
except for parking at a meter;

(4) the granting of membership in a club, association, or other organization if:

(i) the club, association, or other organization makes available for the use of its members sports
and athletic facilities, without regard to whether a separate charge is assessed for use of the
facilities and

(i) use of the sports and athletic facility is not made available to the general public on the same
basis as it is made available to members.

Granting of membership means both onetime initiation fees and periodic membership dues. Sports
and athletic facilities include golf courses; tennis, racquetball, handball, and squash courts;
basketball and volleyball facilities running tracks, exercise equipment; swimming pools, and
other similar athletic or sports facilities;

(5) delivery of aggregate materials and concrete block by athird party if the delivery would be
subject to the sales tax if provided by the seller of the aggregate material or concrete block; and

(6) services as provided in this clause:

(i) laundry and dry cleaning services including cleaning, pressing, repairing, atering, and
storing clothes, linen services and supply, cleaning and blocking hats, and carpet, drapery,
upholstery, and industrial cleaning. Laundry and dry cleaning services do not include services
provided by coin operated facilities operated by the customer;

(if) motor vehicle washing, waxing, and cleaning services, including services provided by coin
operated facilities operated by the customer, and rustproofing, undercoating, and towing of motor
vehicles;

(iii) building and residential cleaning, maintenance, and disinfecting and exterminating
Services,

(iv) detective, security, burglar, fire alarm, and armored car services; but not including services
performed within the jurisdiction they serve by off-duty licensed peace officers as defined in
section 626.84, subdivision 1, or services provided by a nonprofit organization for monitoring and
electronic surveillance of persons placed on in-home detention pursuant to court order or under the
direction of the Minnesota department of corrections,

(V) pet grooming services,

(vi) lawn care, fertilizing, mowing, spraying and sprigging services, garden planting and
maintenance; tree, bush, and shrub pruning, bracing, spraying, and surgery; indoor plant care; tree,
bush, shrub, and stump removal; and tree trimming for public utility lines. Services performed
under a construction contract for the installation of shrubbery, plants, sod, trees, bushes, and
similar items are not taxable;

(vii) massages, except when provided by a licensed health care facility or professional or upon
written referral from a licensed health care facility or professional for treatment of illness, injury,
or disease; and

(viii) the furnishing of lodging, board, and care services for animals in kennels and other
similar arrangements, but excluding veterinary and horse boarding services.
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In applying the provisions of this chapter, the terms "tangible persona property” and "sales at
retail" include taxable services listed in clause (6), items (i) to (vi) and (viii) and the provision of
these taxabl e services, unless specifically provided otherwise. Services performed by an employee
for an employer are not taxable. Services performed by a partnership or association for another
partnership or association are not taxable if one of the entities owns or controls more than 80
percent of the voting power of the equity interest in the other entity. Services performed between
members of an affiliated group of corporations are not taxable. For purposes of this-section the
preceding sentence, "affiliated group of corporations' includes those entities that would be
classified as members of an affiliated group under United States Code, title 26, section 1504, and
that are eligible to file a consolidated tax return for federal income tax purposes.

(h) A sale and a purchase includes the furnishing for a consideration of tangible personal
property or taxable services by the United States or any of its agencies or instrumentalities or the
state of Minnesota, its agencies, instrumentalities or political subdivisions

(i) A sdle and a purchase includes the furnishing for a consideration of telecommunications
services, including cable television services and direct satellite services. Telecommunications
services are taxed to the extent allowed under federal law if those services:

(1) either (i) originate and terminate in this state; or (ii) originate in this state and terminate
outside the state and the service is charged to a telephone-number telecommunications customer
located in this state or to the account of any transmission instrument in this state; or (iii) originate
outside this state and terminate in this state and the service is charged to a
tel eﬁommunications customer located in this state or to the account of any transmission instrument
in this state; or

(2) are rendered by providing a private communications service for which the customer has one
or more locations within Minnesota connected to the service and the service is charged to a
telecommunications customer located in this state or to the account of any

transmission instrument in this state.

All charges for mobile telecommunications services, as defined in United States Code, title 4,
section 124, are deemed to be provided by the customer’s home service provider and sourced to
the customer’s place of primary use and are subject to tax based upon the customer’s place of
primary use in accordance with the Mobile Telecommunications Sourcing Act, United States
Code, title 4, sections 116 to 126. All other definitions and provisions of the Mobile
Telecommunications Sourcing Act as provided in United States Code, title 4, are hereby adopted.

(7)) A sale and a purchase includes the furnishing for a consideration of installation if the
installation charges would be subject to the sales tax if the installation were provided by the seller
of the item being installed.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 4. Minnesota Statutes 2002, section 297A.61, subdivision 12, is amended to read:

Subd. 12. [FARM MACHINERY.] (a) "Farm machinery" means new or used machinery,
equipment, implements, accn&g and contrivances used dlrectly and prlnC|paIIy in the

agncultural productlon

{b)-Farm-machinery-includes including, but not limited to:

(1) machinery for the preparanon seedlng or cultlvatl on of soil for growi ng agrlcultural crops

(2) barn cleaners, milking systems, grain dryers, feeding systems including stationary feed
bunks, and similar installations, whether or not the equipment is installed by the seller and
becomes part of the real property; and
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(3) irrigation equipment sold for exclusively agricultural use, including pumps, pipe fittings,
valves, sprinklers, and other equipment necessary to the operation of an irrigation system when
sold as part of an irrigation system, whether or not the equipment is installed by the seller and
becomes part of the real property;.

{e) (b) Farm machinery does not include:
(2) repair or replacement parts,

(2) tools, shop equipment, grain bins, fencing materia
; , communication equipment, and other farm supplies,

(3) motor vehicles taxed under chapter 297B;
(4) snowmobiles or snow blowers; or

(5) lawn mowers except those used in the production of sod for sale, or garden-type tractors or
garden tillers; or

(6) machinery, eguipment, implements, accessories, and contrivances used directly in the
production of horses not raised for daughter, fur-bearing animals, or research animals.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after June 30,
2003.

Sec. 5. Minnesota Statutes 2002, section 297A.61, subdivision 34, is amended to read:

Subd. 34. [FOOD SOLD THROUGH VENDING MACHINES] "Food sold through vending
machines' means food dispensed from a machine or other mechanieal device that accepts payment
including honor payments.

[EFFECTIVE DATE.] This section is effective for sales and purchases made on or after the
day following final enactment.

Sec. 6. Minnesota Statutes 2002, section 297A.61, is amended by adding a subdivision to read:

Subd. 35. [AGRICULTURAL PRODUCTION.] "Agricultural production” includes, but is not
limited to, horticulture, floriculture, maple syrup harvesting, and the raising of pets, livestock as
defined in section 17A.03, subdivision 5, poultry, dairy and poultry products, bees and apiary
products, the raising and harvesting of agricultural crops, sod, fur-bearing animals, research
animals, and horses.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after June 30,
2003.

Sec. 7. Minnesota Statutes 2002, section 297A.665, is amended to read:
297A.665 [PRESUMPTION OF TAX; BURDEN OF PROOF.]

(a) For the purpose of the proper administration of this chapter and to prevent evasion of the
tax, until the contrary is established, it is presumed that:
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(2) all gross receipts are subject to the tax; and

(2) dl retail sales for delivery in Minnesota are for storage, use, or other consumption in
Minnesota

(b) The burden of proving that a sale is not a taxable retail sale is on the seller. However, the
seller may take from the purchaser aI the time of the sele an a fully completed exemption
certificate clal o

WhICh concl usrvelyrelreves the seller from collectr ng and

iremJeheJra)elmpeseeHeHhreehapter
remitting the tax. This relief from liability does not apply to a seller who fraudulently fals to
collect the tax or solicits purchasersto participate in the unlawful claim of an exemption. If aseller
claiming that certain sales are exempt.—who-dees is not pessess in possession of the required
exemption certificates—must-acquire-the-certificates within 60 days after receiving written notice
from the commissioner that the certificates are required, deductions claimed by the seller that
required delivery of the certificates must be disalowed. If the certificates are net-obtained
delivered to the commissioner within the 60-day period, the sales-are-considered-taxable sales
. commissioner may verify the reason or basis for the exemption claimed in the
certificates before allowi ng any deductions. A deduction must not be granted on the basis of
certificates delivered to the commissioner after the 60-day period.

(c) A purchaser of tangible persona property or any items listed in section 297A.63 that are
shipped or brought to Minnesota by the purchaser has the burden of proving that the property was
not purchased from a retailer for storage, use, or consumption in Minnesota.

[EFFECTIVE DATE.] This section is effective for exemption certificates received for sales
occurring after June 30, 2003.

Sec. 8. Minnesota Statutes 2002, section 297A.67, subdivision 2, is amended to read:

Subd. 2. [FOOD AND FOOD INGREDIENTS.] Food and food ingredients are exempt. For
purposes of this subdivision, "food" and "food ingredients’ mean substances, whether in liquid,
concentrated, solid, frozen, dried, or dehydrated form, that are sold for ingestion or chewing by
humans and are consumed for their taste or nutritional value. Food and food ingredients exempt
under this subdivision do not include candy, soft drinks, food sold through vending machines, and
prepared foods. Food and food ingredients do not include acoholic beverages, dietary
supplements, and tobacco. For purposes of this subdivision, "alcoholic beverages' means
beverages that are suitable for human consumption and contain one-half of one percent or more of
alcohol by volume. For purposes of this subdivision, "tobacco” means cigarettes, cigars, chewing
or pipe tobacco, or any other item that contains tobacco. For purposes of this subdivision, "dietary
supplements’ means any product, other than tobacco, intended to supplement the diet that:

(1) contains one or more of the following dietary ingredients.
(i) avitamin;

(if) a mineral;

(iii) an herb or other botanical;

(iv) an amino acid;

(v) adietary substance for use by humans to supplement the diet by increasing the total dietary
intake; and

(vi) a concentrate, metabolite, constituent, extract, or combination of any ingredient described
initems (i) to (v);

(2) isintended for ingestion in tablet, capsule, powder, softgel, gelcap, or liquid form, or if not
intended for ingestion in such form, is not represented as conventional food and is not represented
for use as a sole item of a meal or of the diet; and
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(3) isrequired to be labeled as a dietary supplement, identifiable by the supplement facts box
found on the label and as required pursuant to Code of Federal Regulations, title 21, section
101.36.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 9. Minnesota Statutes 2002, section 297A.68, subdivision 5, is amended to read:

Subd. 5. [CAPITAL EQUIPMENT.] (a) Capital equipment is exempt. The tax must be imposed
and collected as if the rate under section 297A.62, subdivision 1, applied, and then refunded in the
manner provided in section 297A.75.

"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 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 eguipment;

(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 egquipment;

(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; and

(8) ready-mixed concrete trueks equipment in which the ready-mixed concrete is mixed as part
of the delivery process regardless if mounted on a chassis and leases of ready-mixed concrete
trucks.

(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 aguaculture 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; or
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(7) any other item that is not essentia to the integrated process of manufacturing, fabricating,
mining, or refining.

(d) For purposes of this subdivision:

(1) "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 tools, dies,
jigs, patterns, and molds.

(2) "Fabricating" meansto make, build, create, produce, or assemble components or property to
work in a new or different manner.

(3) "Integrated production process' means a process or series of operations through which
tangible personal property is manufactured, fabricated, mined, or refined. For purposes of this
clause, (i) manufacturing begins with the remova of raw materials from inventory and ends when
the Tast 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, altered, 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, minerds, 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.

{4) (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).

{5) (6) "Manufacturing' means an operation or series of operations where raw materials are
changed in form, composition, or condition by machinery and egquipment and which resultsin the
production of a new article of tangible personal property. For purposes of this subdivision,
"manufacturing” includes the generation of electricity or steam to be sold at retail.

{6) (7) "Mining" means the extraction of minerals, ores, stone, or peat.

(#) (8) "Online data retrieval system" means a system whose cumulation of information is
equally available and accessible to al its customers.

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

~ {9) (10) "Refining" means the process of converting a natural resource to a an intermediate or
finished product, including the treatment of water to be sold at retail.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after December
31, 2003.

eadSec. 10. Minnesota Statutes 2002, section 297A.68, is amended by adding a subdivision to
read:

Subd. 39. [PREEXISTING BIDS OR CONTRACTS] (a) The sale of tangible personal
property or services is exempt from tax for a period of six months from the effective date of the
law change that results in the imposition of the tax under this chapter if:

(1) the act imposing the tax does not have transitional effective date language for existing
construction contracts and construction bids, and
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(2) the requirements of paragraph (b) are met.

(b) A saleistax exempt under paragraph (a) if it meets the requirements of either clause (1) or
(2):

(1) For a construction contract:

(i) the goods or services sold must be used for the performance of a bona fide written lump sum
or fixed price construction contract;

(ii) the contract must be entered into before the date the goods or services become subject to the
sales tax;

(iii) the contract must not provide for allocation of future taxes, and

(iv) for each qualifying contract the contractor must give the seller documentation of the
contract on which an exemption is to be claimed.

2) For a bid:

(i) the goods or services sold must be used pursuant to an obligation of a bid or bids;

(ii) the bid or bids must be submitted and accepted before the date the goods or services became
subject to the sales tax;

(iii) the bid or bids must not be able to be withdrawn, modified, or changed without forfeiting a
bond; and

(iv) for each qualifying bid, the contractor must give the seller documentation of the bid on
which an exemption is to be claimed.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 11. Minnesota Statutes 2002, section 297A.69, subdivision 2, is amended to read:

Subd. 2. [MATERIALS CONSUMED IN AGRICULTURAL PRODUCTION.] (8 Materias
stored, used, or consumed in agricultural production of persona property intended to be sold
ultimately at retail are exempt, whether or not the item becomes an ingredient or constituent part
Or]: t?eI Iproperty produced. Materias that qualify for this exemption include, but are not limited to,
the following:

(1) feeds, seeds, trees, fertilizers, and herbicides, including when purchased for use by farmers
in afederal or state farm or conservation program;

(2) materials sold to a veterinarian to be used or consumed in the care, medication, and
trestment of agricultural production animals and horses;

(3) chemicals, including chemicals used for cleaning food processing machinery and
equipment;

(4) materids, including chemicals, fuels, and electricity purchased by persons engaged in
agricultural production to treat waste generated as a result of the production process;

(5) fuds, dectricity, gas, and steam used or consumed in the production process, except that
electricity, gas, or steam used for space heating, cooling, or lighting is exempt if (i) it isin excess
of the average climate control or lighting for the production area, and (ii) it is necessary to produce
that particular product;

(6) petroleum products and lubricants;

(7) packaging materials, including returnable containers used in packaging food and beverage
products, and
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(8) accessory tools and equipment that are separate detachable units with an ordinary useful life
of less than 12 months used in producing a direct effect upon the product.

Machinery, equipment, implements, tools, accessories, appliances, contrivances, and furniture and
fixtures, except those listed in this clause are not included within this exemption.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after December

31, 2003.
Sec. 12. Minnesota Statutes 2002, section 297A.69, subdivision 3, is amended to read:

Subd. 3. [FARM-MACHINERY REPAIR AND REPLACEMENT PARTS] Repar and
replacement parts, except tires, used for maintenance or repair of farm machinery, logging
equipment, and aguaculture production equipment are exempt, if the part replaces a
macﬂrnery part assigned a specific or generic part number by the manufacturer of the farm
machinery.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after June 30,
2003.

Sec. 13. Minnesota Statutes 2002, section 297A.69, subdivision 4, is amended to read:

Subd. 4. [FARM MACHINERY, EQUIPMENT, AND FENCING.] The following machinery,
equipment, and fencing is exempt:

(1) farm machinery is-exempt.;

(2) logging equipment, including chain saws used for commercial logging;

(3) fencing used for the containment of farmed cervidae, as defined in section 17.451,
subdivision 2;

(4) primary and backup generator units used to generate electricity for the purpose of operating
farm machinery, aquacultural production equipment, or Togging equipment, or providing light or
space heating necessary for the production of livestock, dairy animals, dairy products, or poultry
and poultry products;, and

(5) aguaculture production equipment.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after June 30,
2003.

Sec. 14. Minnesota Statutes 2002, section 297B.025, subdivision 1, is amended to read:

Subdivision 1. [NONCOLLECTOR VEHICLE.] Purchase or use of a passenger automabile as
defined in section 168.011, subdivision 7, shall be taxed pursuant to section 297B.02, subdivision
2,if the passenger automobllers (Disin the tenth or subsequent year of veh| clelife, and (2) isnet
an a S v 2 es does not have a
resale value of $3, 000 or more as determl ned us ng national Iy recogn| zed sources of information

on automobile resale values, as designated by the registrar of motor vehicles.
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[EFFECTIVE DATE.] This section is effective for vehicles purchased after June 30, 2003.
Sec. 15. Minnesota Statutes 2002, section 297B.025, subdivision 2, is amended to read:

Subd. 2. [COLLECTOR VEHICLE.] A passenger automobile that is registered under section
168.10, subdivision 1a, 1b, 1c, 1d, or 1h, or a fire truck registered under section 168.10,
subd|V|S|on 1c shall be taxed under sectlon 297B 02, subdivision 3;-and-theregistrar-shall-not

If the vehlcle is subsequently reglstered |n another class not under sect|on
168.10, subdivision 1a, 1b, 1c, 1d, or 1h, within one year of the date of registration under those
subdivisions, it shall be subject to the full excise tax imposed under subdivision 1.

[EFFECTIVE DATE.] This section is effective for vehicles purchased after December 31,
2003.

Sec. 16. Minnesota Statutes 2002, section 297B.035, subdivision 1, is amended to read:

Subdivision 1. [ORDINARY COURSE OF BUSINESS,] Except as provided in this section,
motor vehicles purchased for resale in the ordinary course of business er-used by any motor
vehicle dealer, as defined in section 168.011, subdivision 21, who is licensed under section
168.27, subdivision 2 or 3, which bear deaer plates as authorized by section 168.27, subdivision
16, shall be exempt from the provisions of this chapter.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 17. [REPEALER]

(@ Minnesota Statutes 2002, section 297A.72, subdivision 1, is repealed effective for
exemption certificates received for sales occurring after June 30, 2003.

(b) Minnesota Statutes 2002, section 297A.97, is repealed effective for sales and purchases
occurring after December 31, 2003.

(c) Minnesota Rules, parts 8130.0800, subparts 5 and 12; 8130.1300; 8130.1600, subpart 5;
8130.1700, subparts 3 and 4; 8130.4800, subpart 2; 8130.7500, subpart 5; 8130.8000; and
8130.8300, are reped ed effective the day following final enactment.

ARTICLE 10
DEPARTMENT SPECIAL TAXESINITIATIVES

Section 1. Minnesota Statutes 2002, section 115B.24, subdivision 8, is amended to read:

Subd. 8. [PENALTIES, ENFORCEMENT.] The audit, penalty and enforcement provisions
applicable to corporate franchise taxes imposed under chapter 290 apply to the taxes imposed
under section 115B.22 and those provisions shall be administered by the commissioner.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 2. Minnesota Statutes 2002, section 295.50, subdivision 9b, is amended to read:

Subd. 9b. [PATIENT SERVICES] (a) "Patient services' means inpatient and outpatient
services and other goods and services provided by hospitals, surgical centers, or health care
providers. They include the following health care goods and services provided to a patient or
consumer:

(1) bed and board;

(2) nursing services and other related services,

(3) use of hospitals, surgical centers, or health care provider facilities,
(4) medical socia services,;
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(5) drugs, biologicals, supplies, appliances, and equipment;
(6) other diagnostic or therapeutic items or services,
(7) medical or surgical services;
(8) items and services furnished to ambulatory patients not requiring emergency care;
(9) emergency services, and

(10) covered services listed in section 256B.0625 and in Minnesota Rules, parts 9505.0170 to
9505.0475.

(b) "Patient services' does not include:
(1) services provided to nursing homes licensed under chapter 144A; and

(2) examinations for purposes of utilization reviews, insurance claims or digibility, litigation,
and employment, including reviews of medical records for those purposes,

(3) services provided by community residential mental health facilities licensed under
Minnesota Rules, parts 9520.0500 to 9520.0690;

(4) services provided by community support programs and family community support
programs approved under Minnesota Rules, parts 9535.1700 to 9535.1760,;

(5) services provided by community mental health centers as defined in section 245.62,
subdivision 2;

(6) services provided by assisted living programs and congregate housing programs, and

(7) hospice care services.

[EFFECTIVE DATE.] This section is effective for gross revenues received after December
31, 2002.

Sec. 3. Minnesota Statutes 2002, section 295.53, subdivision 1, is amended to read:

Subdivision 1. [EXEMPTIONS] (a) The following payments are excluded from the gross
revenues subject to the hospital, surgical center, or health care provider taxes under sections
295.50 to 295.57 295.59:

(1) payments received for services provided under the Medicare program, including payments
received from the government, and organizations governed by sections 1833 and 1876 of title
XVIII of the federal Social Security Act, United States Code, title 42, section 1395, and enrollee
deductibles, coinsurance, and copayments, whether paid by the Medicare enrollee or by a
Medicare supplemental coverage as defined in section 62A.011, subdivision 3, clause (10).
Payments for services not covered by Medicare are taxable;

(2) medical assistance payments including payments received directly from the government or
from a prepaid plan;

(3) payments received for home health care services,

(4) payments received from hospitals or surgical centers for goods and services on which
liability for tax is imposed under section 295.52 or the source of funds for the payment is exempt
under clause (1), (2), (7), (8), (10), (13), or {20} (17);

(5) payments received from health care providers for goods and services on which liability for
tax is imposed under this chapter or the source of funds for the payment is exempt under clause

1), @, (7), (8), (10), (13), or (20) (17);
(6) amounts paid for legend drugs, other than nutritional products, to a wholesale drug
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distributor who is subject to tax under section 295.52, subdivision 3, reduced by reimbursements
received for legend drugs otherwise exempt under this chapter;

(7) payments received under the general assistance medical care program including payments
received directly from the government or from a prepaid plan;

(8) payments received for providing services under the MinnesotaCare program including
payments received directly from the government or from a prepaid plan and enrollee deductibles,
coinsurance, and copayments. For purposes of this clause, coinsurance means the portion of
payment that the enrollee is required to pay for the covered service;

(9) payments received by a health care provider or the wholly owned subsidiary of a health care
provider for care provided outside Minnesota;

(10) payments received from the chemical dependency fund under chapter 254B;

(11) payments received in the nature of charitable donations that are not designated for
providing patient services to a specific individual or group;

(12) payments received for providing patient services incurred through a formal program of
health care research conducted in conformity with federal regulations governing research on
human subjects. Payments received from patients or from other persons paying on behalf of the
patients are subject to tax;

(13) payments received from any governmental agency for services benefiting the public, not
including payments made by the government in its capacity as an employer or insurer;

{25) (14) government payments received by a regional treatment center;

16 el for_hosgi .

(17) (15) payments received by a health care provider for hearing aids and related equipment or
prescription eyewear delivered outside of Minnesota;

{28) (16) payments received by an educational institution from student tuition, student activity
fees, health care service fees, government appropriations, donations, or grants. Fee for service
payments and payments for extended coverage are taxable; and

{20) (17) payments received under the federal Employees Health Benefits Act, United States
Code, title 5, section 8909(f), as amended by the Omnibus Reconciliation Act of 1990.

(b) Payments received by wholesale drug distributors for legend drugs sold directly to
veterinarians or veterinary bulk purchasing organizations are excluded from the gross revenues
subject to the wholesale drug distributor tax under sections 295.50 to 295.59.

[EFFECTIVE DATE.] This section is effective for gross revenues received after December
31, 2002.

Sec. 4. Minnesota Statutes 2002, section 297F.01, subdivision 21a, is amended to read:

Subd. 21a. [UNLICENSED SELLER.] "Unlicensed seller" means anyone who is not licensed
under section 297F.03 er-461.12 to sell the particular product to the purchaser or possessor of the
product.
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[EFFECTIVE DATE.] This section is effective July 1, 2003.
Sec. 5. Minnesota Statutes 2002, section 297F.01, subdivision 23, is amended to read:

Subd. 23. [WHOLESALE SALES PRICE.] "Wholesale sdles price' means the established
price stated on the price list in effect at the time of sale for which a manufacturer or person sells a
tobacco product to a distributor, exclusive of any discount, promotional offer, or other reduction.
For purposes of this subdivision, "price list" means the manufacturer’s price at which tobacco
products are made available for sale to all distributors on an ongoing basis.

[EFFECTIVE DATE.] This section is effective July 1, 2003.
Sec. 6. Minnesota Statutes 2002, section 297F.06, subdivision 4, is amended to read:

Subd. 4. [TOBACCO PRODUCTS USE TAX.] The tobacco products use tax does not apply to
the possession, use, or storage of tobacco products in-guantities-ef: that have an aggregate cost in
any calendar month to the consumer of $100 or less.

[EFFECTIVE DATE.] This section is effective July 1, 2003.

Sec. 7. Minnesota Statutes 2002, section 297F.20, subdivision 1, is amended to read:

Subdivision 1. [PENALTIES FOR FAILURE TO FILE OR PAY.] (a) A person or consumer
required to file a return, report, or other document with the commissioner who fails to do so is
guilty of a misdemeanor.

(b) A person or consumer required to pay or to collect and remit atax under this chapter, who
fails to do so when required, is guilty of a misdemeanor.

[EFFECTIVE DATE.] This section is effective for acts committed on or after July 1, 2003.
Sec. 8. Minnesota Statutes 2002, section 297F.20, subdivision 2, is amended to read:

Subd. 2. [PENALTIES FOR KNOWING FAILURE TO FILE OR PAY.] (a) A person or
consumer required to file a return, report, or other document with the commissioner, who
knowingly, rather than accidentally, inadvertently, or negligently, fails to file it when required, is
guilty of a gross misdemeanor.

(b) A person or consumer required to pay or to collect and remit a tax under this chapter, who
knowingly, rather than accidentally, inadvertently, or negligently, fails to file it when required, is
guilty of a gross misdemeanor.

[EFFECTIVE DATE.] This section is effective for acts committed on or after July 1, 2003.
Sec. 9. Minnesota Statutes 2002, section 297F.20, subdivision 3, is amended to read:

Subd. 3. [FALSE OR FRAUDULENT RETURNS; PENALTIES] (&) A person or consumer
who files with the commissioner areturn, report, or other document, or who maintains or provides
invoices subject to review by the commissioner under this chapter, known by the person or
consumer to be fraudulent or false concerning a material matter, is guilty of a felony.

(b) A person or consumer who knowingly aids or assists in, or advises in the preparation or
presentation of areturn, report, invoice, or other document that is fraudulent or false concerning a
material matter, whether or not the falsity or fraud is committed with the knowledge or consent of
the person or consumer authorized or required to present the return, report, invoice, or other
document, is guilty of afelony.
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[EFFECTIVE DATE.] This section is effective for acts committed on or after July 1, 2003.
Sec. 10. Minnesota Statutes 2002, section 297F.20, subdivision 6, is amended to read:

Subd. 6. [UNSTAMPED CIGARETTES, UNTAXED TOBACCO PRODUCTS] (a) A
person, other than a licensed distributor or a consumer, who possesses, receives, or transports
more than-200-but fewer than 5,000 unstamped cigarettes, or up to $100 $350 worth of untaxed
tobacco products is guilty of a misdemeanor.

(b) A person, other than a licensed distributor or a consumer, who possesses, receives, or
transports 5,000 or more, but fewer than 20,001 unstamped cigarettes, or up-to-$500 more than
$350 but less than $1,400 worth of untaxed tobacco products Is guilty of a gross misdemeanor.

(c) A person, other than a licensed distributor or a consumer, who possesses, receives, or
transports more than 20,000 unstamped cigarettes, or $500 $1,400 or more worth of untaxed
tobacco products is guilty of a felony.

~ (d) For purposes of this subdivision, an individual in possession of more than 4,999 unstamped
cigarettes, or more than $350 worth of untaxed tobacco products, is presumed not to be a
consumer.

[EFFECTIVE DATE.] This section is effective for acts committed on or after July 1, 2003.
Sec. 11. Minnesota Statutes 2002, section 297F.20, subdivision 9, is amended to read:

Subd. 9. [PURCHASES FROM UNLICENSED SELLERS|] (a) No retailer or subjobber shall
purchase cigarettes or tobacco products from any person who is not Ticensed under section
297F.03 as alicensed distributor or subjobber.

(b) A retailer; or subjobber,-or-consumer who purchases from an unlicensed seller more-than
QQ(SIdBut fewer than 5,000 cigarettes or up to $100 $350 worth of tobacco products is guilty of a
misdemeanor.

{b) (c) A retailer; or subjobber;-er-consumer who purchases from an unlicensed seller 5,000 or
more, but fewer than 20,001 cigarettes or up-te-$500 more than $350 but |ess than $1,400 worth of
untaxed tobacco products is guilty of a gross misdemeanor.

{€) (d) A retailer; or subjobber;-er-consumer who purchases from an unlicensed seller more than
20,000 cigarettes or $500 $1,400 or more worth of tobacco products is guilty of a felony.

[EFFECTIVE DATE.] This section is effective for acts committed on or after July 1, 2003.
Sec. 12. Minnesota Statutes 2002, section 2971.01, subdivision 9, is amended to read:

Subd. 9. [GROSS PREMIUMS] "Gross premiums' means total premiums paid by
policyholders and applicants of policies, whether received in the form of money or other valuable
consideration, on property, persons, lives, interests and other risks located, resident, or to be
performed in this state, but excluding consideration and premiums for reinsurance assumed from
other insurance companies. The term "gross premiums' includes the total consideration paid to
bail bond agents for bail bonds. For title insurance companies, "gross premiums' means the charge
for title insurance made by a title insurance company or its agents according to the company’ srate
filing approved by the commissioner of commerce without a deduction for commissions paid to or
retained by the agent. Gross premiums of a title insurance company does not include any other
charge or fee for abstracting, searching, or examining the title, or escrow, closing, or other related
services. The term "gross premiums' includes any workers compensation special compensation
fund premium surcharge pursuant to section 176.129.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 13. Minnesota Statutes 2002, section 2971.20, is amended to read:

2971.20 [GUARANTY-ASSOCIATION-ASSESSMENT-OFFSET OFFSETS AGAINST
PREMIUM TAXES]
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Subdivision 1. [GUARANTY ASSOCIATION ASSESSMENT OFFSETS] (&) An insurance
company may offset against its premium tax liability to this state any amount paid for assessments
made for insolvencies which occur after July 31, 1994, under sections 60C.01 to 60C.22; and any
amount paid for assessments made after July 31, 1994, under Minnesota Statutes 1992, sections
61B.01 to 61B.16, or under sections 61B.18 to 61B.32 as follows:

(1) Each such assessment shall give rise to an amount of offset equal to 20 percent of the
amount of the assessment for each of the five calendar years following the year in which the
assessment was paid.

(2) The amount of offset initially determined for each taxable year is the sum of the amounts
determined under clause (1) for that taxable year.

(b)(1) Each year the commissioner shall compare total guaranty association assessments levied
over the preceding five calendar years to the sum of all premium tax and corporate franchise tax
revenues collected from insurance companies, without reduction for any guaranty association
assessment offset in the preceding calendar year, referred to in this subdivision as "preceding year
insurance tax revenues."

(2) If total guaranty association assessments levied over the preceding five years exceed the
preceding year insurance tax revenues, insurance companies must be allowed only a proportionate
part of the premium tax offset calculated under paragraph (a) for the current calendar year.

(3) The proportionate part of the premium tax offset alowed in the current calendar year is
determined by multiplying the amount cal culated under paragraph (a) by afraction. The numerator
of the fraction equals the preceding year insurance tax revenues, and its denominator equals total
guaranty association assessments levied over the preceding five-year period.

(4) The proportionate part of the premium tax offset that is not allowed must be carried forward
to subsequent tax years and added to the amount of premium tax offset calculated under paragraph
(8) prior to application of the limitation imposed by this paragraph.

(5) Any amount carried forward from prior years must be allowed before allowance of the
offset for the current year calculated under paragraph (a).

(6) The premium tax offset limitation must be calculated separately for (i) insurance companies
subject to assessment under sections 60C.01 to 60C.22, and (ii) insurance companies subject to
assessment under Minnesota Statutes 1992, sections 61B.01 to 61B.16, or 61B.18 to 61B.32.

(7) When the premium tax offset is limited by this provision, the commissioner shall notify
affected insurance companies on atimely basis for purposes of completing premium and corporate
franchise tax returns.

(8) The guaranty associations created under sections 60C.01 to 60C.22, Minnesota Statutes
1992, sections 61B.01 to 61B.16, and 61B.18 to 61B.32, shall provide the commissioner with the
necessary information on guaranty association assessments.

(©)(21) If the offset determined by the application of paragraphs (a) and (b) exceeds the
insurance company’s premium tax liability under this section prior to allowance of the credit for
premium taxes, then the insurance company may carry forward the excess, referred to in this
subdivision as the "carryforward credit” to subsequent taxable years.

(2) The carryforward credit is alowed as an offset against premium tax liability for the first
succeeding year to the extent that the premium tax liability for that year exceeds the amount of the
alowable offset for the year determined under paragraphs (a) and (b).

(3) The carryforward credit must be reduced, but not below zero, by the amount of the
carryforward credit allowed as an offset against the premium tax under this paragraph. The
remainder, if any, of the carryforward credit must be carried forward to succeeding taxable years
until the entire carryforward credit has been credited against the insurance company’s liability for
premium tax under this chapter if applicable for that taxable year.
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(d) When an insurer has offset against taxes its payment of an assessment of the Minnesotalife
and health guaranty association, and the association pays the insurer a refund with respect to the
assessment under Minnesota Statutes 1992, section 61B.07, subdivision 6, or 61B.24, subdivision
6, then the refund reduces the insurer’s carryforward credit under paragraph (c). If the refund
exceeds the amount of the carryforward credit, the excess amount must be repaid to the state by
the insurers to the extent of the offset in the manner the commissioner requires.

Subd. 2. [JOINT UNDERWRITING ASSOCIATION OFFSET.] An assessment made
pursuant to section 621.06, subdivision 6, shall be deductible by the member from past or future
premium taxes due the state.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 14. [REVISOR’'S INSTRUCTION.]

In the next edition of Minnesota Rules, the revisor shall delete any references to the sections
repealed in section 15, paragraph (a).

Sec. 15. [REPEALER]]

(a) Minnesota Statutes 2002, sections 294.01; 294.02; 294.021; 294.03; 294.06; 294.07; 294.08;
294.09; 294.10; 294.11; and 294.12, are repeded effective the day following final enactment.

(b) Minnesota Rules, parts 8125.1000; 8125.1300, subpart 1; and 8125.1400, are repealed
effective the day following final enactment.

ARTICLE 11
DEPARTMENT COLLECTIONS AND COMPLIANCE INITIATIVES

Section 1. [270.278] [PENALTY FOR FILING CERTAIN DOCUMENTS AGAINST
DEPARTMENT OF REVENUE EMPLOYEES]

Subdivision 1. [DEFINITIONS)] (a) "Recording office’ means a county recorder, registrar of
titles, or secretary of state in this state or another state.

(b) "Filing party" means the person or persons requesting or causing another person to request
that the recording office accept documents or instruments for recording or filing.

Subd. 2. [INVALID DOCUMENTS NAMING THE COMMISSIONER OR DEPARTMENT
OF REVENUE EMPLOY EES] Filing a document, including a nonconsensual common law lien
under section 514.99, that purports to create a claim against the commissioner of revenue or an
employee of the department of revenue based on performance or nonperformance of duties by the
commissioner or employee is invalid unless accompanied by a specific order from a court of
competent jurisdiction authorizing the filing of the document or unless a specific statute authorizes
the filing of the document.

Subd. 3. [CIVIL PENALTY.] If afiling party causes a document described in subdivision 2 to
be recorded in arecording office, the commissioner may assess a penalty against the filing party of
$1,000 per document filed, payable to the general fund. An order assessing a penalty under this
section Is reviewable administratively under section 289A.65 and is appealable to tax court under
chapter 271. The penalty is collected and paid in the same manner asincome tax. The pendty isin
addition to any other remedy available to the commissioner of revenue or to an employee of the
department of revenue against whom the document has been filed.

[EFFECTIVE DATE.] This section is effective for documents filed on or after July 1, 2003.
Sec. 2. Minnesota Statutes 2002, section 270.69, is amended by adding a subdivision to read:

Subd. 16. [ATTACHMENT TO PROCEEDS OF PROPERTY.] Any lien imposed under this
section attaches to the proceeds of property with the same priority that the lien has with respect to
the property itself. "Proceeds of property” means proceeds from the sale, lease, license, exchange,
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or other disposition of the property, including insurance proceeds arising from the loss or
destruction of the property.

[EFFECTIVE DATE.] This section is effective for all liens, whether imposed prior to, on, or
after the day following final enactment.

Sec. 3. Minnesota Statutes 2002, section 270.701, subdivision 2, is amended to read:

Subd. 2. [NOTICE OF SALE.] The commissioner shall as soon as practicable after the seizure
of the property give notice of sale of the property to the owner, in the manner of service prescribed
in subdivision 1. In the case of personal property, the notice shall be served at least 10 days prior
to the sale. In the case of real property, the notice shall be served at least four weeks prior to the
sale. The commissioner shall also cause public notice of each sale to be made. In the case of
personal property, notice shall be posted at least 10 days prior to the sale at the county courthouse
for the county where the seizure is made, and in not less than two other public places. For
purposes of this requirement, the Internet is a public place for posting the information. In the case
of real property, six weeks published notice shall be given prior to the sde, in a newspaper
published or generaly circulated in the county. The notice of sale provided in this subdivision
shall specify the property to be sold, and the time, place, manner and conditions of the sae.
Whenever levy is made without regard to the 30-day period provided in section 270.70,
subdivision 2, public notice of sale of the property seized shall not be made within the 30-day
period unless section 270.702 (relating to sale of perishable goods) is applicable.

[EFFECTIVE DATE.] This section is effective for notices of sales posted on or after the day
following final enactment.

Sec. 4. Minnesota Statutes 2002, section 270.701, is amended by adding a subdivision to read:

Subd. 7. [SALE OF SEIZED SECURITIES] (a) At the time of levy on securities, the
commissioner shall provide notice to the taxpayer that the securities may be sold after ten days
from the date of seizure.

(b) If the commissioner levies upon nonexempt publicly traded securities and the value of the
securitiesis less than or equal to the total obligation for which the levy is done, after ten days the
person who possesses or controls the securities shal Tiquidate the securities in a commercidly
reasonable manner. After liquidation, the person shall transfer the proceeds to the commissioner,
Ibess any applicable commissions or fees, or both, which are charged in the normal course of

usiness.

(c) If the commissioner levies upon nonexempt publicly traded securities and the value of the
securities exceeds the total amount of the levy, the owner of the securities may, within seven days
after receipt of the department’ s notice of levy given pursuant to subdivision 1, instruct the person
who possesses or controls the securities which securities are to be sold to satisfy the obligation. [f
the owner does not provide instructions for Tiquidation, the person who possesses or controls the
securities shall liguidate the securities in an amount sufficient to pay the obligation, plus any
applicable commissions or fees, or both, which are charged in the norma course of business,
beginning with the nonexempt securities purchased most recently. After liquidation, the person
who possesses or controls the securities shal transfer to the commissioner the amount of money
needed to satisfy the levy.

[EFFECTIVE DATE.] This section is effective for sales of securities seized on or after the
day following final enactment.

Sec. 5. Minnesota Statutes 2002, section 270.72, subdivision 2, is amended to read:

_ Subd. 2. [DEFINITIONS|] For purposes of this section, the following terms have the meanings
given.

(a) "Taxes' are mean all taxes payable to the commissioner including penalties and interest due
on the taxes.
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(b) "Deinguent taxes' do not include a tax liability if (i) an administrative or court action
which contests the amount or validity of the liability has been filed or served, (ii) the appeal period
to contest the tax liability has not expired, or (iii) the applicant has entered into a payment
agreement and is current with the payments.

(c) "Applicant" means an individual if the licenseisissued to or in the name of an individual or
the corporation or partnership if the license is issued to or in the name of a corporation or
partnership. "Applicant” also means an officer of a corporation, a member of a partnership, or an
individual who isliablefor delinquent taxes, either for the entity for which the licenseis at issue or
for another entity for which the liability was incurred, or personally as a licensee. In the case of a
license transfer, "applicant” aso means both the transferor and the transferee of the license.
"Applicant" also means any holder of alicense.

(d) "License" includes means any permit, registration, certification, or other form of approval
authorized by statute or rule to be issued by the state or a political subdivision of the state as a
condition of doing business or conducting a trade, profession, or occupation in Minnesota,
specifically including, but not limited to, a contract for space rental at the Minnesota state fair and
authorization to operate concessions or rides at county and loca fairs, fedtivals, or events.

(e) "Licensing authority" includes the Minnesota state fair board and county and local boards or
governing bodies.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 6. Minnesota Statutes 2002, section 270A.03, subdivision 2, is amended to read:

Subd. 2. [CLAIMANT AGENCY.] "Claimant agency" means any state agency, as defined by
section 14.02, subdivision 2, the regents of the University of Minnesota, any district court of the
state, any county, any statutory or home rule charter city presenting a claim for a municipal
hospital or a public library or amunicipal ambulance service, a hospital district, a private nonprofit
hospital that leases its building from the county in which it is located, any public agency
responsible for child support enforcement, any public agency responsible for the collection of
court-ordered restitution, and any public agency established by general or special law that is
responsible for the administration of a low-income housing program, and the Minnesota collection
enterprise as defined in section 16D.02, subdivision 8, for the purpose of collecting the costs
imposed under section 16D.11.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 7. Minnesota Statutes 2002, section 289A.31, subdivision 3, is amended to read:

Subd. 3. [TRANSFEREES AND FIDUCIARIES.] The amounts of the following liabilities are,
except as otherwise provided in section 289A.38, subdivision 13, assessed, collected, and paid in
the same manner and subject to the same provisions and limitations as a deficiency in a tax
imposed by chapter 290, including any provisions of law for the collection of taxes:

(1) the liability, at law or in equity, of a transferee of property of a taxpayer for tax or
overpayment of a refund, including interest, additional amounts, and additions to the tax or
overpayment provided by law, imposed upon the taxpayer by chapter 290 or provided for in
chapter 290A; and

(2) theliability of afiduciary under subdivision 4 for the payment of tax from the estate of the
taxpayer. The liability may reflect the amount of tax shown on the return or any deficiency in tax.

[EFFECTIVE DATE.] This section is effective for refunds paid on or after the day following
final enactment.

Sec. 8. Minnesota Statutes 2002, section 289A.31, subdivision 4, is amended to read:

Subd. 4. [TAX AS A PERSONAL DEBT OF A FIDUCIARY.] The A tax imposed by chapter
290 and an overpayment of a refund provided for in chapter 290A, and interest and penalties, is a
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personal debt of the taxpayer from the time the liability arises, regardless of when the time for
discharging the liability by payment occurs. The debt is, in the case of the personal representative
of the estate of a decedent and in the case of any fiduciary, that of the individual in the individual’s
official or fiduciary capacity only, unless the individual has voluntarily distributed the assets held
in that capacity without reserving sufficient assets to pay the tax, interest, and penalties, in which
event the individual is personally liable for the deficiency.

[EFFECTIVE DATE.] This section is effective for taxes imposed and property tax refunds
clamed on or after the day following final enactment.

Sec. 9. Minnesota Statutes 2002, section 289A.36, subdivision 7, is amended to read:

Subd. 7. [APPLICATION TO COURT FOR ENFORCEMENT OF SUBPOENA.] (&
Disobedience of subpoenas issued under this section shall be punished by the district court of the
district in which the party served with the subpoenais located, in the same manner as contempt of
the district court.

(b) Disobedience of a subpoena issued under subdivision 9 shall be punished by the district
court for Ramsey county in the same manner as contempt of the district court. In addition to
contempt remedies, the court may issue any order the court deems reasonably necessary to enforce
compliance with the subpoena

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

Sec. 10. Minnesota Statutes 2002, section 289A.36, is amended by adding a subdivision to
read:

Subd. 9. [ACCESS TO RECORDS IN CONNECTION WITH EXAMINATION OF
BUSINESSES LOCATED OUTSIDE THE STATE.] (a) In order to determine whether a business
located outside the state of Minnesota is required to file a return under this chapter, the
commissioner may examine the relevant records and files of the business.

(b) To the full extent permitted by the Minnesota and United States constitutions the
commissioner may compel production of those relevant records and files by subpoena. The
subpoena may be served on the secretary of state along with the address to which service of the
subpoenais to be sent and afee of $50. The secretary of state shall forward a copy of the subpoena
to the business using the procedures for service of process in section 5.25, subdivision 6.

(c) The commissioner shall pay the reasonable cost of producing records subject to subpoena
under this subdivision if:

(1) the subpoenaed party cannot produce the records without undue burden; and

(2) the examination made pursuant to paragraph (a) shows that the subpoenaed party is not
regquired to file a return under this chapter.

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

Sec. 11. Minnesota Statutes 2002, section 289A.36, is amended by adding a subdivision to
read:

Subd. 10. [PENALTY'.] In addition to sanctions imposed under subdivision 7, a penalty of $250
per day isimposed on any business that isin violation of a court order to comply with a subpoena
that is seeking information necessary for the commissioner to be able to determine whether the
business is required to file a return or pay a tax. The maximum penalty is $25,000. Upon the
reguest of the commissioner, the court shall determine the amount of the penalty and enter it asa
judgment in favor of the commissioner. The penalty is not payable until the judgment is entered.

[EFFECTIVE DATE.] This section is effective for violations of court orders to enforce
subpoenas issued on or after the day following final enactment.

Sec. 12. Minnesota Statutes 2002, section 297A.85, is amended to read:
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297A.85 [CANCELLATION OF PERMITS]
The commissioner may cancel a permit if one of the following conditions occurs:
(2) the permit holder has not filed a sales or use tax return for at least one year;

(2) the permit holder has not reported any sales or use tax liability on the permit holder’s
returns for at least two years, of

(3) the permit holder requests cancellation of the permit; or
(4) the permit is subject to cancellation pursuant to section 297A.86, subdivision 2, paragraph

@

[EFFECTIVE DATE.] This section is effective for cancellations of permits done on or after
the day following final enactment.

Sec. 13. [REPEALER]

Minnesota Statutes 2002, section 270.691, subdivision 8, is repealed effective the day following
fina enactment.

ARTICLE 12
MISCELLANEOUS

Section 1. Minnesota Statutes 2002, section 256.969, is amended by adding a subdivision to
read:

Subd. 9c. [COUNTY BILLING.] (a8 Minnesota hospitals located in the metropolitan area
defined in section 473.121, subdivision 2, that have a disproportionate population adjustment
greater than ten percent are dligible for a special payment for uncompensated care. These hospitals
may bill a county for services provided to a resident of that county provided that:

(2) the patient is a resident of a county other than the county in which the hospital is located.
For purposes of this section, residence is defined in section 256G.02, subdivision 8; and

(2) the patient was uninsured at the time of service and has an income below 250 percent of the
federal poverty guidelines.

(b) Counties that are billed under this subdivision must pay eligible hospitals at a rate equal to
the cost of the care provided. The cost of care shall be established using the hospital’s stated
charges, adjusted to cost using the cost-to-charge ratio established by the state. For purposes of
prompt payment, section 471.425, subdivisions 2 and 4, shal apply. In the event of nonpayment,
the hospital shall have a cause of action against the county and shall be entitled to collection
expenses incurred, including attorney fees.

(c) The county of residence shall be the payer of last resort. If third-party payments are
received by a participating hospital for services rendered after payment has been made by the
county of residence, the participating hospital shall reimburse the county of residence for
payanents made to the hospital for covered services, at the rates originaly paid by the county of
residence.

Sec. 2. Minnesota Statutes 2002, section 270.60, subdivision 4, is amended to read:

Subd. 4. [PAYMENTS TO COUNTIES] (a) The commissioner shall pay to a county in which
an Indian gaming casino is located:

(1) ten percent of the state share of all taxes generated from activities on reservations and
collected under a tax agreement under this section with the tribal government for the reservation
located in the county; or
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(2) five percent of excise taxes collected by the state that are determined by the department of
revenue to have been generated from activities on a reservation located in the county, the tribal
government of which has not entered into a tax agreement under this section.

If the tribe has casinos located in more than one county, the payment must be divided equally
among the counties in which the casinos are located.

(b) The commissioner shall make the payments required under this subdivision by February 28
of the year following the year the taxes are collected.

(c) An amount sufficient to make the payments authorized by this subdivision is annually
appropriated from the general fund to the commissioner.

[EFFECTIVE DATE.] This section is effective for taxes collected after June 30, 2003.
Sec. 3. [280A.01] [DEFINITIONS]

Subdivision 1. [APPLICATION.] For purposes of this chapter, the following terms have the
meanings given.

Subd. 2. [FACE AMOUNT.] The "face amount of the tax lien" or "face amount" means the
sum of the following amounts:

(1) the unpaid real property taxes and assessments,

(2) pendlties,

(3) fees and costs, including the allocable costs of any publications made and notices given by
the joint powers agency under section 280A.04, subdivision 2; and

(4) interest accrued on amounts listed in clauses (1) to (3) at the applicable statutory rate
through the date of sale of the tax lien.

Subd. 3. [TAXING AUTHORITY'.] "Taxing authority" is a county or joint powers agency with
a population of 500,000 or more.

Subd. 4. [TREASURER.] "Treasurer" means the county treasurer or the equivalent officer of
another taxing authority or a designee of the treasurer or other officer.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 4. [280A.02] [AUTHORITY TO SELL TAX LIENS]

Subdivision 1. [GENERAL AUTHORITY'.] (a) As provided in this chapter, a taxing authority
may sell its allocable portion of tax liens securing delinquent rea property taxes and assessments
or other charges that are made a lien on real property for the benefit of the taxing authority. The
allocable portion of atax lien is for all purposes itself a "tax lien" for purposes of this chapter. A
taxing authority may not sell any tax lien for which the taxes secured by the tax lien are subject to
a proceeding under chapter 278 that has not been dismissed or otherwise terminated.

Subd. 2. [COUNTY ACTION; EFFECT.] A county may sell the tax liens of all of the taxing
authorities having atax lien on a property. In such case, whenever this chapter requires or permits
ataxing authority to take action, the taking of that action by the county is deemed to be the taking
of that action by and on behalf of each of the participating taxing authorities.

Subd. 3. [AMOUNT OF LIEN; PARTIAL PAYMENTS)] (a) The amount of a tax lien sold
under this chapter equals the face amount of the tax lien.

(b) Any partial payments received on atax lien are applied first to accrued interest and then to
the face amount of the tax lien.

Subd. 4. [NOT A BORROWING.] A sdle of atax lien or tax liens by a taxing authority under
this chapter is a sale and is not a borrowing by the taxing authority.
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[EFFECTIVE DATE.] This section is effective the day following fina enactment.
Sec. 5. [280A.03] [PROCEDURES FOR SALE OF TAX LIENS]

Subdivision 1. [SALE TO JOINT POWER AGENCY.] A taxing authority may, from time to
time, sdll dl or a portion of its then delinquent tax liens through a negotiated sale under the
procedures provided in this chapter to a joint powers agency organized by two or more counties
under section 471.59. A taxing authority selling tax liens to a joint powers agency need not be a
member of the joint powers agency. A joint powers agency formed to purchase and sell tax liens
u][lder this chapter is deemed to be exercising common powers of its member countiesfor purposes
of section 471.59.

Subd. 2. [TERMS OF AGREEMENT.] A taxing authority may enter into a purchase and sale
agreement with a joint powers agency for the sale of tax liens by the taxing authority to the joint
powers agency. The taxing authority may include in the agreement the terms, provisions,
conditions, representations, and warranties that it determines are necessary or desirable and are
consistent with the provisions of this chapter. The agreement must specify the purchase price of
the tax liens to be paid to the taxing authority and any other amounts that may be made available
to the taxing authority on a contingent basis under the terms of the agreement. The purchase price
may be more or less than the face amount of the tax liens purchased by the joint powers agency.

Subd. 3. [NOTICE OF SALE.] Ninety days before a taxing authority sells atax lien to a joint
powers agency, the taxing authority shall notify all owners of record of the property that is subject
to thelien, that the authority intends to sell the lien. The notice must advise the property owner the
amount of the taxes, pendlties interest, and any other amounts owed on the tax lien; how the
property owner can pay the delinquent taxes to the taxing authority; that the taxing authority
intends to sell the lien; the consequences to the property owner if the lien is sold; and a statement
of the rights, obligations, and remedies of the property owner.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 6. [280A.04] [SALES OF TAX LIENS BY JOINT POWERS AGENCY .]

Subdivision 1. [BULK SALE.] A joint powers agency organized for the purposes of this
chapter may sell tax liens in bulk through a negotiated sale under the procedures provided in this
section. The joint powers agency shall establish the terms and conditions of a sale of tax liens. No
provision of law that requires competitive bidding relating to the letting of government contracts
applies to the sale of tax liens by a joint powers agency.

Subd. 2. [NOTICE OF SALE.] Thejoint powers agency shall publish anotice of itsintention to
sell atax lien or tax liens through a negotiated sale. The notice must advise that a regquest for
statements of interest is available at the office of the joint powers agency, and may require the
submission of any information or documents that the joint powers agency deems appropriate. The
notice must identify separately the tax liens intended to be sold, the number and aggregate amount
of the tax liens and state that a copy of alist of the tax liens may be obtained from the office of the
joint powers agency upon request. The notice must be published in a newspaper of genera
circulation in the taxing authority not less than 30 days prior to the date designated by the joint
powers agency for the receipt of statements of interedt.

Subd. 3. [AWARD OF SALE.] Notwithstanding any other law to the contrary, in order to
determine whether or not to award a sale of tax liens and to determine to whom to award a sale of
tax liens, the joint powers agency may consider all factors that the governing body of the joint
powers agency deems relevant to the best interests of the taxing authorities from which the tax
liens are to be purchased, including but not limited to the price at which the tax liens are offered to
be purchased, as well as the terms and conditions of the purchase and sale agreements proposed by
the prospective purchasers. The joint powers agency may negotiate with one or more prospective
purchasers to determine the terms and conditions under which tax liens are proposed to be

purchased.
Subd. 4. [TERMS OF AGREEMENT.] The joint powers agency may enter into one or more
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purchase and sale agreements for the sale of tax liens by the joint powers agency. The agency may
include in the agreements the terms, provisions, conditions representations, and warranties it
determines are necessary or desirable and are consistent with the provisions of this chapter. Each
agreement must specify the purchase price to be paid to the joint powers agency and any other
amounts that may be made available to the joint powers agency on a contingent basis under the
terms of the agreement. The purchase price may be more or less than the face amount of the tax
liens purchased by the tax lien purchaser and may include noncash consideration. In connection
with the sdle of the tax Tiens under the agreement, the joint powers agency may assign to the tax
lien purchaser all of its right, title, and interest in and to the purchase and sale agreement or
agreements between the joint powers agency and the counties from which the tax liens were
purchased by the joint powers agency.

Subd. 5. [AUTHORITY TO CANCEL.] The joint powers agency may postpone or cancel any
proposed sale of tax liens for which notice has been published. The joint powers agency is not
liable for any damages as a result of cancellation or postponement of a proposed sale of tax liens,
nor does any cause of action arise from a cancellation or postponement.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 7. [280A.05] [TAX LIEN CERTIFICATES]

Subdivision 1. [OPERATION.] (8) Upon the sale by a taxing authority of atax lien to a joint
powers agency, the county auditor or the treasurer shall deliver to the joint powers agency a tax
lien certificate evidencing the sale and the transfer of the tax Tien by the taxing authority to the
joint powers agency.

(b) A tax lien certificate operates to transfer and assign the tax lien upon the property described
in the certificate for:

(1) the unpaid real property taxes and assessments,

(2) other fees and costs, including the costs of any publications made and notices given under
section 280A.04, subdivision 2;

(3) all interest and penalties accrued on the tax lien through the date of sale; and

(4) accrued interest on al unpaid amounts from the date of sale to the date of payment.

(c) The county auditor or treasurer shall keep arecord of al tax lienstransferred as provided by
this section.

Subd. 2. [CONTENTS] (a) A tax lien certificate must contain:

(1) atransfer and assignment by the taxing authority of the tax lien sold to the joint powers
agency,

(2) the date of the sale;

(3) the aggregate amount of the tax lien transferred and the items of unpaid real property taxes
and assessments and other charges;

(4) the costs of any publications made and notices given under this chapter;

(5) al interest and penalties accrued on the tax lien through the date of sale comprising the tax
lien;

(6) a statement that the tax lien certificate will bear interest at the rate specified in section
279.03, subdivision 1a; and

(7) a description of the property by block and lot or by such other identification sufficient to
identify the property subject to the tax lien.
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(b) The treasurer shall, by manual or facsimile signature:

(1) execute a tax lien certificate; and

(2) acknowledge the certificate in the manner in which a deed must be acknowledged to be
recorded.

(c) A tax lien certificate may evidence the transfer of more than one tax lien on more than one
property.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 8. [280A.06] [LOST TAX LIEN CERTIFICATE.]

If any tax lien certificateis lost, the treasurer may, upon satisfactory proof of the loss, direct the
execution and delivery of a duplicate certificate to the person or persons who appear entitled to the
certificate. The treasurer may require a bond of indemnity to the taxing authority as a condition of
executing a duplicate certificate.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 9. [280A.07] [RECORDING OF TAX LIEN CERTIFICATES]

A tax lien certificate and any assignment or discharge of a certificate, duly acknowledged, are
deemed conveyances within the meaning of section 507.01 and may be recorded (in the case of
unregistered real estate) in the office of the county recorder of the county where the property is
located or registered (in the case of registered rea estate) in the office of the registrar of titles of
the county where the property is located under section 508.55. Tax lien certificates and dll
assignments and discharges of certificates must be recorded by the county recorder or registered
by the registrar of titles in the same manner as mortgages and assignments and discharges of
mortgages. Notwithstanding section 272.12, the county recorder or the registrar of titles shall not
refuse to receive or record a tax lien certificate and any assignment or discharge of a certificate
because of any outstanding delinquent taxes due on the related property. Notwithstanding section
507.34, neither the tax lien nor the rights transferred or created by atax lien certificateisimpaired
by the failure of the county recorder or registrar of titlesto record or register a tax lien certificate
made by the county through the treasurer.

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

Sec. 10. [280A.08] [RIGHTS OF HOLDER OF TAX LIEN CERTIFICATE; DISCHARGE
OF TAX LIEN.]

Subdivision 1. [RIGHTS OF LIENHOLDER.] A holder of atax lien under atax lien certificate
has the right to receive all amounts collected by the county or the taxing authority in payment of
amounts due on the tax lien, including all payments of the unpaid real property taxes, assessments,
penalties, and costs, plus interest accrued on those amounts to the date of payment of the tax lien
in full. The treasurer of the county in which any property encumbered by a tax lien transferred
under this chapter and recorded as provided in section 280A.07 shall pay to the holder of the tax
lien certificate or its designee designated in writing promptly upon receipt any payments made on
atax lien. Any person having a lega or beneficial interest in the property affected by atax lien
certificate may satisfy it at any time upon payment of the amounts then due, including all accrued
interest on the Tien. Upon satisfaction of the tax lien, the holder shall issue to the person that
satisfied the tax lien a certificate of discharge, certifying that the tax lien has been paid or has been
otherwise satisfied, in a recordable or registrable form approved by the county recorder of the
county where the property is located.

Subd. 2. [DISCHARGE OF LIEN.] A tax lien sold under this chapter may be discharged by
presenting the certificate of discharge issued by the holder of the tax lien under subdivision 1 to
the county recorder or registrar of titles of the county where the property is located.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
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Sec. 11. [280A.09] [EXEMPTION FROM TAXATION.]

Notwithstanding any other law to the contrary, tax liens and tax lien certificates are exempt
from taxation by the state or any palitical subdivision of the state, including the mortgage registry
taxes imposed by chapter 287 but excluding the recording fees imposed by chapter 357. This
Isuecti ?n does not exempt the real property affected by any tax lien, or the interest paid on the tax
ien, from taxation.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 12. [280A.10] [FORECLOSURE OF TAX LIENS]

(@) If the amount of any tax lien transferred by a tax lien certificate is not paid by the later of
the date of expiration of the applicable redemption period specified in chapter 281 or the
expiration of a confession of judgment entered into under section 279.37, the tax lien may be
foreclosed by advertisement in the same manner as a mortgage as provided in chapter 580, except
that the following rules apply:

(1) the property owner is deemed to be the mortgagor, the tax lien certificate holder is deemed
to be the mortgagee, and the tax lien certificate is deemed to be the mortgage note and mortgage;

(2) the tax lien certificate is deemed to contain a power of sale and the failure of the property
owner to redeem the tax lien is deemed to be a default by which the power of sale has become

operative;, and

(3) notwithstanding section 582.01 or any other law to the contrary, the tax lien certificate
holder may recover from the proceeds of foreclosure reasonable attorney fees and disbursements
relating to the foreclosure, together with the expenses of the sale.

(b) In any conflict between this chapter and any other law relating to the foreclosure of
mortgages, this chapter has precedence over the other Taw.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
Sec. 13. [280A.11] [REDEMPTION.]

Subdivision 1. [NOTICE OF EXPIRATION OF REDEMPTION PERIOD.] The provisions of
chapter 281 relating to the redemption of tax liens sold under this chapter continue to apply to tax
liens sold under this chapter. The county auditor shall give notice of the expiration of the
applicable redemption period of any tax lien sold under this chapter in the same manner as
provided for tax-forfeited property under chapter 281.

Subd. 2. [LIMITATIONS ON ADVERSE CLAIMS.] No cause of action or defense claiming
that any tax lien certificate or tax lien is invalid may be asserted or maintained upon any claim
adverse to the holder of the tax lien certificate or the holder’s successors in interest, including but
not limited to any claim based upon any failure, omission, error, or defect described in section
284.28, subdivision 1, unless the cause of action or defense is asserted in an action commenced
before the expiration of the time for redemption, as provided by section 281.21, or by any other
Iﬁw h?reafter enacted providing for notice of expiration of time for redemption and the filing
thereof.

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

Sec. 14. [280A.12] [PRIORITY AND PAYMENT OF TAX LIENS, EFFECT OF
FORFEITURE TO STATE.]

Notwithstanding section 280.39 or any other law to the contrary, if more than one tax lien is
entitled to foreclosure under this chapter on a parcel of real property, all the tax liens rank on a
parity. After the payment of all Tegal fees and costs, allowances, and disbursements relating to the
foreclosure, the holders of all the tax liens must be paid from the proceeds of the sale, so far asthe
proceeds suffice to pay the same, the amounts of their respective tax liensin the ratio to which the
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amount of the tax lien of each holder bears to the aggregate of all the amounts. All tax liens
foreclosed upon in a foreclosure sale have priority over any other lien on the property sold in
foreclosure regardless as to when the other lien became alien on the property.

[EFFECTIVE DATE.] This section is effective the day following final enactment. Sections 2
through 13 expire on June 30, 2005.

Sec. 15. Minnesota Statutes 2002, section 287.12, is amended to read:
287.12 [TAXES, HOW APPORTIONED.]

(a) All taxes paid to the county treasurer under the provisions of sections 287.01 to 287.12 must
be apportioned, 97 percent to the general fund of the state, and three percent to the county revenue
fund.

(b) On or before the 20th day of each month the county treasurer shall determine and pay to the
commissioner of revenue for deposit in the state treasury and credit to the general fund the state's
portion of the receipts from the mortgage registry tax during the preceding month subject to the
electronic payment requirements of section 270.771. The county treasurer shall provide any
related reports requested by the commissioner of revenue.

(c) Counties must remit 81 percent of the state's portion of the June receipts collected through
June 25 and the estimated state’ s portion of the receipts to be collected during the remainder of the
month to the commissioner of revenue two business days before June 30 of each year. The
remaining amount of the June receipts is due on August 20.

[EFFECTIVE DATE.] This section is effective January 1, 2004.
Sec. 16. Minnesota Statutes 2002, section 287.29, subdivision 1, is amended to read:

Subdivision 1. [APPOINTMENT AND PAYMENT OF TAX PROCEEDS] (@) The proceeds
of the taxes levied and collected under sections 287.21 to 287.39 must be apportioned, 97 percent
to the general fund of the state, and three percent to the county revenue fund.

(b) On or before the 20th day of each month, the county treasurer shall determine and pay to the
commissioner of revenue for deposit in the state treasury and credit to the general fund the state’'s
portion of the receipts for deed tax from the preceding month subject to the electronic transfer
regquirements of section 270.771. The county treasurer shall provide any related reports requested
by the commissioner of revenue.

(c) Counties must remit 81 percent of the state's portion of the June receipts collected through
June 25 and the estimated state’s portion of the receipts to be collected during the remainder of the
month to the commissioner of revenue two business days before June 30 of each year. The
remaining amount of the June receipts is due on August 20.

[EFFECTIVE DATE.] This section is effective January 1, 2004.
Sec. 17. Minnesota Statutes 2002, section 287.31, is amended by adding a subdivision to read:

Subd. 3. [UNDERPAYMENTS OF ACCELERATED PAYMENT OF JUNE TAX
RECEIPTS] If a county fails to timely remit the specified percentage of the state portion of the
actual June tax receipts at the time required by section 287.12 or 287.29, the county shall pay a
penalty equal to ten percent of the state portion of actual June receipts [ess the amount remitted to
the commissioner of revenue in June. The penalty must not be imposed, however, if the amount
remitted in June equals either:

(1) 75 percent of the state’s portion of the preceding May’s receipts, or

(2) 75 percent of the average monthly amount of the stat€'s portion for the previous calendar
year.

[EFFECTIVE DATE.] This section is effective January 1, 2004.
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Sec. 18. Minnesota Statutes 2002, section 297F.08, is amended by adding a subdivision to read:

Subd. 12. [CIGARETTESIN INTERSTATE COMMERCE.] (a) A person may not transport or
cause to be transported from this state cigarettes for sale in another state without first affixing to
the cigarettes the stamp required by the state in which the cigarettes are to be sold or paying any
other excise tax on the cigarettes imposed by the state in which the cigarettes are to be sold.

(b) A person may not affix to cigarettes the stamp required by another state or pay any other
excise tax on the cigarettes imposed by another state if the other state prohibits stamps from being
affixed to the cigarettes, prohibits the payment of any other excise tax on the cigarettes or
prohibits the sale of the cigarettes.

(c) Not later than 15 days after the end of each calendar quarter, a person who transports or
causes to be transported from this state cigarettes for sale in another state shall submit to the
commissioner areport identifying the quantity and style of each brand of the cigarettes transported
or caused to be transported in the preceding calendar quarter, and the name and address of each
recipient of the cigarettes.

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

Sec. 19. Minnesota Statutes 2002, section 297G.01, is amended by adding a subdivision to
read:

Subd. 21. [LOW-ALCOHOL DAIRY COCKTAIL.] "Low-acohol dairy cocktail" means a
premixed cocktail, or any other product except liqueur-filled candy, that:

(1) consists primarily of milk products,

(2) contains distilled spirits;

(3) is drinkable as a beverage or is promoted as an acoholic product; and

(4) contains less than 3.2 percent alcohol by volume.
[EFFECTIVE DATE.] This section is effective for sales made after June 30, 2003.
Sec. 20. Minnesota Statutes 2002, section 297G.03, subdivision 1, is amended to read:

Subdivision 1. [GENERAL RATE; DISTILLED SPIRITS AND WINE.] The following excise
tax is imposed on all distilled spirits and wine manufactured, imported, sold, or possessed in this
state:

Standard Metric
(a) Distilled spirits, $5.03 per gallon $1.33 per liter
liqueurs, cordials,
and specialties regardless
of alcohol content
(excluding ethyl alcohol)
(b) Wine containing $ .30pergalon $ .08 per liter
14 percent or less
alcohol by volume
(except cider as defined
in section 297G.01,
subdivision 3a)
(c) Wine containing $ .95pergalon $ .25per liter
more than 14 percent
but not more than 21
percent alcohol by volume
(d) Wine containing more $1.82 per gallon $ .48 per liter
than 21 percent but not
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more than 24 percent
acohol by volume

(€) Wine containing more $3.52 per gallon $ .93 per liter
than 24 percent al cohol

by volume

(f) Natural and $1.82 per gallon $ .48 per liter

artificial sparkling wines
containing acohol

(9) Cider asdefined in $ .15pergalon $ .04 per liter
section 297G.01,

subdivision 3a

(h) Low acohoal dairy $ .08 pergalon $ .02 per liter
cocktails

In computing the tax on a package of distilled spirits or wine, a proportional tax at alike rate on
al fractional parts of a gallon or liter must be paid, except that the tax on a fractional part of a
gallon less than 1/16 of a gallon is the same as for 1/16 of a gallon.

[EFFECTIVE DATE.] This section is effective for sales made after June 30, 2003.
Sec. 21. Minnesota Statutes 2002, section 473F.08, is amended by adding a subdivision to read:

Subd. 3c. [CHARITY CARE REIMBURSEMENT.] (&) As used in this subdivision, the
following terms have the meanings given in this paragraph.

(1) "Charity care" means the amount that would have been charged by a facility for rendering
free or discounted care to persons who cannot afford to pay and for which the facility did not
expect payment. Charity care does not include any amount for which a hospital received a
payment from a county under section 256.969, subdivision 9c.

(2) A "qualifying hospital" means a hospital in the areathat is owned or operated by alocal unit
of government, or formerly owned by a university, has a licensed bed capacity greater than 400,
and provides uncompensated care valued at more than 1.8 percent of its gross charges as stated in
the Hedlthcare cost information system database, maintained by the Minnesotahospital association
for the Minnesota department of hedlth.

(b) A county that contains a qualifying hospital that provides charity care to residents of the
area s digible for reimbursement of the charity care amount that is above the statewide average
for hospitals for charity care, adjusted to cost. By July 15, 2004, and each subsequent year, the
county shall notify its county auditor, as well as the administrative auditor, of the amount of
gualifying charity care provided, adjusted to cost using the hospital’s cost-to-charge ratio, during
the 12-month period ending on June 30 of the current year.

(c) The areawide levy of each governmental unit calculated in subdivision 3, paragraph (a),
must be reduced in an amount equal to the reimbursement multiplied by the proportion of the
areawide Tevy of each governmental unit to the total areawide Tevy of al governmenta units.

(d) The administrative auditor shall pay one-half of the reimbursement to the county auditor of
the county that contains the qualifying hospital on or before June 15 and the remaining one-half of
the reilmbursement on or before November 15. The county auditor receiving the payment shall
dISbubI‘SG the reimbursement to the qudlifying hospital within 15 days of receipt of the
reimbursement.

(e) Prior to the reporting specified in paragraph (b) above, al qualifying hospitals that
participate in this program shall agree upon and implement a common standard for reporting
charity care, and a common standard for determining €ligibility for charity care for all
participating hospitals.

[EFFECTIVE DATE.] This section is effective for fiscal digparities contribution and
distribution tax capacities for taxes payable in 2005 and subsequent years.
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Sec. 22. [REPEALER]]
Laws 1984, chapter 652, section 2, is repealed.

[EFFECTIVE DATE.] This section is effective for Benton county the day after the governing
body of Benton county and its chief clerical officer timely complete their compliance with
Minnesota Statutes, section 645.021, subdivisions 2 and 3.

This section is effective for Stearns county the day after the governing body of Stearns county
and its chief clerica officer timely complete their compliance with Minnesota Statutes, section
645.021, subdivisions 2 and 3."

Delete the title and insert:

"A hill for an act relating to taxation; making changes to income, estate, franchise, sales and
use, property, motor vehicle sales tax and registration, cigarette and tobacco, liquor, aggregate and
minerals taxes, creating and modifying certain sales tax exemptions, extending sunset dates for
certain sales and property tax exemptions, providing for the disposition of local sales taxes for the
cities of Duluth, St. Paul, Hermantown, Rochester, and Proctor; authorizing local salestaxesin the
cities of Beaver Bay, Bemidji, Cloquet, Hopkins, Medford, and Park Rapids; authorizing lodging
taxesin the city of Newport and Itasca county; providing property tax exemptions and exclusions
from property valuations modifying truth-in-taxation provisions, providing for the creation of
housing districts, authorizing or modifying the authority of tax increment financing districts in
Detroit Lakes, Duluth, Monticello, New Hope, Richfield, Roseville, and St. Michael; authorizing
the creation of and modifying the authority of local districts and economic development
authorities granting bonding authority to the state agricultural society and other political
subdivisions, allowing bonding for computer systems and other purposes; authorizing cities to
establish a program for issuance of capital improvement bonds; limiting challenges to tax
increment financing actions, establishing the corporate status of an entity; updating to federal
provisions, modifying payment, penalty, interest, and enforcement provisions, distributing
payments to counties, allowing countiesto sell tax liens; authorizing billing of countiesfor certain
medical exams; changing requirements for purchases of recycled materials, making technical
changes, imposing penalties; amending Minnesota Statutes 2002, sections 16B.121; 115B.24,
subdivision 8; 168.012, subdivision 1; 168A.03; 216B.2424, subdivision 5; 256.969, by adding a
subdivision; 270.06; 270.10, subdivision la; 270.60, subdivision 4; 270.69, by adding a
subdivision; 270.701, subdivision 2, by adding a subdivision; 270.72, subdivision 2; 270A.03,
subdivision 2; 270B.12, by adding a subdivision; 272.02, subdivisions 26, 31, 47, 53, by adding
subdivisions, 272.12; 273.01; 273.05, subdivision 1; 273.061, by adding subdivisions, 273.08;
273.11, subdivision 1a, by adding subdivisions, 273.124, subdivision 1; 273.13, subdivisions 22,
25; 273.1315; 273.1398, subdivisions 4b, 4d; 273.372; 273.42, subdivision 2; 274.01, subdivision
1; 274.13, subdivision 1; 275.025, subdivisions 1, 3, 4; 275.065, subdivisions 1, 1a, 3; 276.04,
subdivision 2; 276.10; 276.11, subdivision 1; 277.20, subdivision 2; 278.03, subdivision 1; 278.05,
subdivision 6; 279.01, subdivision 1, by adding a subdivision; 279.06, subdivision 1; 281.17;
282.01, subdivisions 1b, 7a; 282.08; 287.12; 287.29, subdivision 1; 287.31, by adding a
subdivision; 289A.02, subdivision 7; 289A.10, subdivision 1; 289A.19, subdivision 4; 289A.31,
subdivisions 3, 4, by adding a subdivision; 289A.36, subdivision 7, by adding subdivisions
289A.50, subdivision 2a; 289A.56, subdivision 3; 289A.60, subdivision 7, by adding a
subdivision; 290.01, subdivisions 19, 19b, 19d, 31; 290.06, subdivision 2c; 290.0671, subdivision
1; 290.0675, subdivisions 2, 3; 290.0679, subdivision 2; 290.0802, subdivision 1; 290A.03,
subdivisions 8, 15; 290C.02, subdivisions 3, 7; 290C.03; 290C.07; 290C.09; 290C.10; 290C.11,
291.005, subdivision 1; 291.03, subdivision 1; 295.50, subdivision 9b; 295.53, subdivision 1;
297A.61, subdivisions 3, 12, 34, by adding subdivisions 297A.62, subdivision 3; 297A.665;
297A.67, subdivisions 2, 18, by adding subdivisions 297A.68, subdivisions 5, 36, by adding a
subdivision; 297A.69, subdivisions 2, 3, 4; 297A.70, subdivisions 8, 16; 297A.71, subdivision 10,
by adding subdivisions, 297A..85; 297B.025, subdivisions 1, 2; 297B.03; 297B.035, subdivision 1,
by adding a subdivision; 297F.01, subdivisions 21a, 23; 297F.06, subdivision 4; 297F.08, by
adding a subdivision; 297F.20, subdivisions 1, 2, 3, 6, 9; 297G.01, by adding a subdivision;



1526 JOURNAL OF THE SENATE [44TH DAY

297G.03, subdivision 1; 2971.01, subdivision 9; 2971.20; 352.15, subdivision 1; 353.15,
subdivision 1; 354.10, subdivision 1; 354B.30; 354C.165; 373.01, subdivision 3; 373.45,
subdivision 1; 373.47, subdivision 1; 376.009; 376.55, subdivision 3, by adding a subdivision;
376.56, subdivision 3; 383B.77, subdivisions 1, 2; 410.32; 412.301; 469.169, by adding a
subdivision; 469.1731, subdivision 3; 469.174, subdivision 10, by adding subdivisions, 469.175,
subdivision 3, by adding a subdivision; 469.176, subdivision 7; 469.1761, by adding a subdivision;
469.1763, subdivision 2; 469.177, subdivision 1; 469.1792, subdivision 3; 473.39, by adding a
subdivision; 473F.07, subdivision 4; 473F.08, by adding a subdivision; 475.58, subdivision 3b;
477A.011, subdivision 30; 515B.1-116; Laws 1967, chapter 558, section 1, subdivision 5, as
amended; Laws 1978, chapter 464, section 1; Laws 1980, chapter 511, section 1, subdivision 2, as
amended; Laws 1980, chapter 511, section 2, as amended; Laws 1989, chapter 211, section 8,
subdivision 2, as amended; Laws 1993, chapter 375, article 9, section 46, subdivision 2, as
amended; Laws 1996, chapter 471, article 2, section 29; Laws 1998, chapter 389, article 8, section
43, subdivision 3; Laws 1998, chapter 389, article 8, section 43, subdivision 4; Laws 1999, chapter
243, article 4, section 18, subdivision 1; Laws 1999, chapter 243, article 4, section 18, subdivision
3; Laws 1999, chapter 243, article 4, section 18, subdivision 4; Laws 1999, chapter 243, article 4,
section 19, as amended; Laws 2001, First Special Session chapter 5, article 3, section 61, the
effective date; Laws 2001 First Special Session chapter 5, article 3, section 63, the effective date;
Laws 2001, First Special Session chapter 5, article 3, section 96; Laws 2001, First Special Session
chapter 5, article 9, section 12, the effective date; Laws 2001, First Special Session chapter 5,
article 12, section 67, the effective date; Laws 2002, chapter 377, article 3, section 15, the
effective date; Laws 2002 chapter 377, article 6, section 4, the effective date; proposing coding for
new law in Minnesota Statutes, chapters 37; 273; 275; 276; 290C; 410; 469; proposing coding for
new law as Minnesota Statutes, chapter 280A; repealing Minnesota Statutes 2002, sections
270.691, subdivision 8; 274.04; 290.0671, subdivision 3; 290.0675, subdivision 5; 294.01; 294.02;
294.021; 294.03; 294.06; 294.07; 294.08; 294.09; 294.10; 294.11; 294.12; 297A.72, subdivision 1;
297A.97; 477A.065; 645.021, subdivisions 2, 2, 3, 3; Laws 1984, chapter 652, section 2; Laws
2002, chapter 377, article 9, section 12, the effective date; Minnesota Rules, parts 8007.0300,
subpart 3; 8009.7100; 8009.7200; 8009.7300; 8009.7400; 8092.1000; 8106.0100, subparts 11, 15,
16; 8106.0200; 8125.1000; 8125.1300, subpart 1; 8125.1400; 8130.0800, subparts 5, 12;
8130.1300; 8130.1600, subpart 5; 8130.1700, subparts 3, 4; 8130.4800, subpart 2; 8130.7500,
subpart 5; 8130.8000; 8130.8300."

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

SECOND READING OF SENATEBILLS

S.F. No. 1505 was read the second time.

SECOND READING OF HOUSE BILLS

H.F. No. 294 was read the second time.

MOTIONSAND RESOLUTIONS

Senator Betzold moved that S.F. No. 769 be withdrawn from the Committee on Agriculture,
General Legidation, and Veterans Affairs and returned to its author. The motion prevailed.

Senators Koering; Johnson, D.E.; Metzen; Hottinger and Day introduced--
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Senate Resolution No. 69: A Senate resolution recognizing William A. Wroolie as the elected
National Commander of the Military Order of the Purple Heart.

Referred to the Committee on Rules and Administration.

Senator Day moved that his name be stricken as a co-author to S.F. No. 1248. The mation
prevailed.

Senator Michel moved that S.F. No. 997, No. 99 on General Orders, be stricken re-referred to
the Committee on Finance. The motion prevailed.

Senator Olson moved that her name be stricken as chief author, shown as a co-author, and the
name of Senator Pariseau be shown as chief author to S.F. No. 842. The motion prevailed.

Senator Day moved that H.F. No. 646 be withdrawn from the Committee on Taxes and laid on
the table.

CALL OF THE SENATE

Senator Hottinger imposed a call of the Senate for the balance of the proceedings on H.F. No.
646. The Sergeant at Arms was instructed to bring in the absent members.

The question was taken on the adoption of the Day mation.

The roll was called, and there were yeas 29 and nays 37, as follows:

Those who voted in the affirmative were:

Bachmann Johnson, D.J. Larson Nienow Robling
Belanger Jungbauer Limmer Olson Rosen
Day Kierlin McGinn Ortman Ruud
Fischbach Kleis Metzen Ourada Senjem
Gaither Knutson Michel Pariseau Wergin
Hann Koering Neuville Reiter

Those who voted in the negative were:

Anderson Foley Langseth Pogemiller Solon
Bakk Frederickson LeClair Ranum Stumpf
Berglin Higgins Lourey Rest Tomassoni
Betzold Hottinger Marko Sams Vickerman
Chaudhary Johnson, D.E. Marty Saxhaug Wiger
Cohen Kelley Moua Scheid

Dibble Kiscaden Murphy Skoe

Dille Kubly Pappas Skoglund

The motion did not prevail.

INTRODUCTION AND FIRST READING OF SENATE BILLS
The following bills were read the first time and referred to the committees indicated.

Senators Vickerman, Frederickson, Tomassoni, Sparks and Bakk introduced--

SF. No. 1515: A hill for an act relating to taxation; eliminating payment of market value
homestead credit reimbursements to cities; reinstating authorization to levy for transit purposes;
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providing for additional means of financing transit; reducing local government aid payable to
cities, appropriating money; amending Minnesota Statutes 2002, sections 16A.88, subdivision 3;
273.1384, subdivision 4; 473.388, subdivisions 4, 7; 473.446, subdivision 1, by adding
subdivisions, 477A.03, subdivision 2; repealing Minnesota Statutes 2002, sections 174.242;
477A.03, subdivision 4.

Referred to the Committee on Taxes.

Senator Wergin introduced--

S.F. No. 1516: A hill for an act relating to drivers' licenses; allowing government agencies to
act as commercia driver training schools,; abolishing exemptions, amending Minnesota Statutes
2002, section 171.33, subdivision 1; repealing Minnesota Statutes 2002, section 171.39.

Referred to the Committee on Finance.

Senators Anderson and Ranum introduced--

S.F. No. 1517: A bill for an act relating to state government; requiring certain contractors, as a
condition of eligibility for receiving a state contract, to certify to the commissioner of
administration that they have established equitable compensation relationships among its
employees; proposing coding for new law in Minnesota Statutes, chapter 16C.

Referred to the Committee on State and Local Government Operations.

Senator Ranum introduced--

S.F. No. 1518: A bill for an act relating to economic devel opment; authorizing the establishing
of an airport impact tax free zone; providing tax exemptions for certain individuals and business
entities In the zone; providing for repayment of tax benefits under certain circumstances,
amending Minnesota Statutes 2002, sections 272.02, by adding a subdivision; 290.01, subdivisions
19b, 29; 290.06, subdivision 2c; 290.067, subdivision 1; 290.0671, subdivison 1; 290.091,
subdivision 2; 290.0921, subdivision 3; 290.0922, subdivision 3; 297A.68, by adding a
subdivision; 297B.03; proposing coding for new law in Minnesota Statutes, chapter 469.

Referred to the Committee on Taxes.

Senator Kubly introduced--

S.F. No. 1519: A bill for an act relating to state government; requiring certain purchases of, or
on behalf of, the department of corrections to be made in the state; proposing coding for new law
in Minnesota Statutes, chapter 16C.

Referred to the Committee on State and Local Government Operations.

Senator Moua introduced--

S.F. No. 1520: A hill for an act relating to taxation; changing the sales price of cigarettes and
tobacco products for purposes of the sales tax; eliminating certain discounts relating to cigarettes
and tobacco products taxes, providing for use of the proceeds to fund youth tobacco use
prevention programs; appropriating money; amending Minnesota Statutes 2002, sections 297A.62,
by adding a subdivision; 297A.94; 297F.05, subdivision 1; 297F.08, subdivision 7; 297F.09,
subdivision 2; 297F.10; proposing coding for new law in Minnesota Statutes, chapter 144.

Referred to the Committee on Taxes.

Senator Sams introduced--
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SFF. No. 1521: A hill for an act relating to human services, implementing county initiatives,
amending Minnesota Statutes 2002, sections 119B.11, subdivision 1; 124D.23, subdivision 2;
245.4932, subdivision 1; 245.494, subdivision 1; 245A.10; 253B.05, subdivision 3; 256.935,
subdivision 1; 256B.0625, subdivision 20; 256B.0911, subdivision 3; 256F.13, subdivisions 1, 2;
261.035; 393.07, subdivision 1; 518.167, subdivision 1; repealing Minnesota Statutes 2002,
sections 119B.11, subdivision 4; 145A.17, subdivision 9; 245.478; 245.4888; 245.714;
256B.0945, subdivisions 6, 7, 8, 10; 256B.83; 256F.10, subdivision 7.

Referred to the Committee on Health and Family Security.

Senator Pogemiller introduced--

SF. No. 1522: A hill for an act relating to taxation; tax increment financing; tax abatement;
making technical and minor changes, amending Minnesota Statutes 2002, sections 469.174,
subdivisions 3, 6, 10, 25, by adding a subdivision; 469.175, subdivisions 1, 3, 4, 6; 469.176,
subdivisions 1c, 2, 3, 4d, 7; 469.1763, subdivisions 1, 2, 3, 4, 6; 469.177, subdivisions 1, 12;
469.1771, subdivision 4; 469.178, subdivision 7; 469.1791, subdivision 3; 469.1792, subdivisions
1, 2; 469.1815, subdivision 1; Laws 1997, chapter 231, article 10, section 25.

Referred to the Committee on Taxes.

Senator Cohen, for the Committee on Finance, introduced--

SF. No. 1523: A bill for an act relating to state government; appropriating money for
environmental, natural resources, agricultural, economic development, and housing purposes,
establishing and modifying certain programs; providing for regulation of certain activities and
practices, providing for accounts, assessments, and fees, amending Minnesota Statutes 2002,
sections 16A.531, subdivision 1, by adding a subdivision; 16B.37, subdivision 1; 17.101,
subdivision 1; 17.451; 17.452, subdivisions 8, 10, 11, 12, 13, by adding subdivisions, 17.4988;
21.81, subdivision 8, by adding subdivisions 21.82; 21.83, subdivison 2; 21.84; 21.85,
subdivisions 11, 13; 21.86; 21.88; 21.89, subdivisions 2, 4; 21.90, subdivisions 2, 3; 21.901;
28A.08, subdivision 3; 28A.085, subdivision 1; 28A.09, subdivision 1; 32.394, subdivisions 8, 8b,
8d; 35.155; 41A.036, subdivision 2; 41A.09, subdivisions 3a, 5a, by adding a subdivision; 84.027,
subdivision 13; 84.029, subdivision 1; 84.085, subdivision 1; 84.091, subdivisions 2, 3; 84.0911;
84.788, subdivision 3; 84.798, subdivision 3; 84.922, subdivision 2; 84A.02; 84A.21; 84A.32,
subdivision 1; 84A.55, subdivision 8; 84D.14; 85.04; 85.052, subdivision 3; 85.053, subdivision 1,
85A.02, subdivision 17; 86B.415, subdivision 8; 86B.870, subdivision 1; 97A.045, subdivision 7,
by adding a subdivision; 97A.071, subdivision 2; 97A.075, subdivisions 1, 2, 4, by adding a
subdivision; 97A.105, subdivision 1; 97A.401, subdivision 3; 97A.441, subdivision 7, by adding a
subdivision; 97A.475, subdivisions 2, 4, 5, 10, 15, 26, 27, 28, 29, 30, 38, 39, 40, 42, by adding a
subdivision; 97A.485, subdivision 6; 97A.505, by adding subdivisions 97B.311; 103B.231,
subdivision 3a; 103B.305, subdivision 3, by adding subdivisions, 103B.311, subdivisions 1, 2, 3,
4; 103B.315, subdivisions 4, 5, 6; 103B.321, subdivisions 1, 2; 103B.325, subdivision 1;
103B.331, subdivisions 1, 2, 3; 103B.3363, subdivision 3; 103B.3369, subdivisions 2, 4, 5, 6;
103B.355; 103D.405, subdivision 2; 103G.005, subdivison 10e; 103G.2242, by adding
subdivisions, 103G.271, subdivisions 6, 6a; 103G.611, subdivision 1; 103G.615, subdivision 2;
115.01, by adding a subdivision; 115.03, by adding subdivisions 115.073; 115.55, subdivision 1,
by adding a subdivision; 115.56, subdivisions 2, 4; 115.72, by adding a subdivision; 115A.0716,
subdivision 3; 115A.54, by adding a subdivision, 115A.908, subdivision 2; 115A.9651,
subdivision 6; 115B.17, subdivisions 6, 7, 14, 16; 115B.19; 115B.20; 115B.22, subdivision 7;
115B.25, subdivisions l1la, 4; 115B.26; 115B.30; 115B.31, subdivisions 1, 3, 4; 115B.32,
subdivision 1; 115B.33, subdivision 1; 115B.34; 115B.36; 115B.40, subdivision 4; 115B.41,
subdivisions 1, 2, 3; 115B.42, subdivision 2; 115B.421; 115B.445; 115B.48, subdivision 2;
115B.49, subdivisions 1, 3; 115C.02, subdivision 14; 115C.08, subdivision 4; 115C.09,
subdivision 3, by adding subdivisions, 115C.11, subdivision 1; 115C.13; 115D.12, subdivision 2;
116.03, subdivision 2; 116.07, subdivisions 4d, 4h; 116.073, subdivisions 1, 2; 116.23; 116.46, by
adding subdivisions, 116.49, by adding subdivisions, 116.50; 116.994; 116C.834, subdivision 1,
116J.011; 116J.411, by adding a subdivision; 116J.415, subdivisions 1, 2, 4, 5, 7, 11; 116J.553,
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subdivision 2; 116J.554, subdivision 2; 116J.64, subdivision 2; 116J.8731, subdivisions 1, 4, 5, 7;
116J.955, subdivision 2; 116J.966, subdivision 1; 116J.994, subdivision 4; 116J.995; 116L.02;
116L.04, subdivisions 1, la; 116M.14, subdivision 14; 116P.09, subdivision 5; 116P.13,
subdivision 1; 116P.14, subdivision 1; 176.136, subdivision 1a; 216C.41, subdivision 1; 248.10;
268.022, subdivision 1; 268A.02, by adding a subdivision; 273.13, subdivision 23; 297A.94;
297F.10, subdivision 1; 297H.13, subdivisions 1, 2; 325E.10, subdivision 1; 327.23, subdivision 1;
469.175, subdivision 7; 473.843, subdivision 2; 473.844, subdivision 1; 473.845, subdivisions 1,
3, 7, 8; 473.846; 500.221, subdivision 2; 517.08, subdivisions 1b, 1c; Laws 2001, First Special
Session chapter 4, article 2, section 31; Laws 2002, chapter 220, article 13, section 9, subdivision
2, as amended; proposing coding for new law in Minnesota Statutes, chapters 18G; 18H; 18J; 21;
84; 103B; 115; 115A; 115C; 116; 116J; 354B; repealing Minnesota Statutes 2002, sections 1.31;
1.32; 135.598, subdivision 2; 17.23; 18.012; 18.021; 18.022; 18.0223; 18.0225; 18.0227; 18.0228;
18.0229; 18.023; 18.024; 18.041; 18.051; 18.061; 18.071; 18.081; 18.091; 18.101; 18.111; 18.121;
18.131; 18.141; 18.151; 18.161; 18.331; 18.332; 18.333; 18.334; 18.335; 18.44; 18.45; 18.46;
18.47; 18.48; 18.49; 18.50; 18.51; 18.52; 18.525; 18.53; 18.54; 18.55; 18.56; 18.57; 18.59; 18.60;
18.61; 18.85; 21.85, subdivisions 1, 3, 4, 5, 6, 7, 8, 9; 21.90; 37.26; 41A.09, subdivisions1, 6, 7, 8;
84.0887; 84.98; 84.99; 89.391; 103B.311, subdivisions 5, 6, 7; 103B.315, subdivisions 1, 2, 3, 7;
103B.321, subdivision 3; 103B.3369, subdivision 3; 115B.02, subdivision 1a; 115B.42,
subdivision 1; 116J.411, subdivision 3; 116J.415, subdivisions 6, 9, 10; 116J.617; 116J.693;
116J.9665; 116L.03, subdivision 7; 297H.13, subdivisions 3, 4; 473.845, subdivision 4; Laws
2001, First Special Session chapter 4, article 3, section 1; Laws 2001, First Specia Session chapter
4, article 3, section 2, subdivision 1; Laws 2002, chapter 220, article 12, section 13; Laws 2002,
chapter 220, article 12, section 14; Laws 2002, chapter 220, article 12, section 16; Minnesota
Rules, parts 1510.0281; 9300.0010; 9300.0020; 9300.0030; 9300.0040; 9300.0050; 9300.0060;
9300.0070; 9300.0080; 9300.0090; 9300.0100; 9300.0110; 9300.0120; 9300.0130; 9300.0140;
9300.0150; 9300.0160; 9300.0170; 9300.0180; 9300.0190; 9300.0200; 9300.0210.

Under the Rules of the Senate, laid over one day.

Senator Cohen, for the Committee on Finance, introduced--

SF. No. 1524: A hill for an act relating to state government; appropriating money for the
general legidative and administrative expenses of state government, crimina justice, and
economic development; modifying provisions relating to state and local government operations,
modifying certain fee and revenue provisions, modifying certain board and commission
provisions, modifying certain public safety and judiciary provisions, amending Minnesota Statutes
2002, sections 3.885, subdivision 1; 3A.11, subdivision 1; 10A.02, by adding a subdivision;
10A.025, subdivision 2; 10A.04, by adding subdivisions 10A.34, subdivision 1a, by adding a
subdivision; 13.072, subdivisions 1, 2; 13.87, subdivision 3; 14.48, subdivision 3; 16A.11,
subdivision 3; 16A.1285, subdivision 3; 16A.40; 16B.24, subdivision 5; 16B.465, subdivision 7;
16B.48, subdivision 2; 16B.54, by adding a subdivision; 16C.02, subdivision 6; 16C.05,
subdivision 2, by adding a subdivision; 16C.06, subdivision 1; 16C.08, subdivisions 2, 3, 4, by
adding a subdivision; 16D.08, subdivision 2; 16E.01, subdivision 3; 16E.07, subdivision 9;
43A.17, subdivision 9; 116J.8771; 154.18; 197.608; 239.101, subdivision 3, by adding a
subdivision; 240.03; 240.10; 240.15, subdivision 6; 240.155, subdivision 1; 240A.03, subdivision
10; 240A.04; 240A.06, subdivision 1; 256B.435, subdivision 2a; 270.052; 270.44; 270A.07,
subdivision 1; 271.06, subdivision 4; 289A.08, subdivision 16; 299C.10, subdivision 4, by adding
a subdivision; 299C.48; 299F.46, subdivision 1, by adding subdivisions, 299M.03, by adding a
subdivision; 303.14; 340A.301, by adding a subdivision; 349A.08, subdivision 5; 349A.15;
357.021, subdivisions 2, 7; 357.022; 357.08; 403.02, subdivision 10; 403.06; 403.07, subdivisions
1, 2, 3; 403.09, subdivision 1; 403.11; 403.113; 473.891, subdivision 10, by adding a subdivision;
473.898, subdivisions 1, 3; 473.901; 473.902, by adding a subdivision; 473.907, subdivision 1;
611A.72; 611A.73, subdivisions 2, 6; 611A.74; 624.22, subdivision 1; Laws 1998, chapter 366,
section 80, as amended; Laws 2001, First Special Session chapter 8, article 4, section 2; proposing
coding for new law in Minnesota Statutes, chapters 5; 15; 16C; 326; 473; repealing Minnesota
Statutes 2002, sections 16B.50; 16C.07; 123B.73.

Under the Rules of the Senate, laid over one day.
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ADJOURNMENT

Senator Hottinger moved that the Senate do now adjourn until 12:00 noon, Tuesday, April 29,
2003. The motion prevailed.

Patrick E. Flahaven, Secretary of the Senate
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