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The House of Representatives convened at 12:00 noon and was called to order by Margaret Anderson Kelliher,
Speaker of the House.

Prayer was offered by the Reverend Greg Renstrom, Hamline United Methodist Church, S. Paul, Minnesota.

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

Theroall was called and the following members were present:
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A quorum was present.
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Spk. Kelliher

The Chief Clerk proceeded to read the Journd of the preceding day. Ruth moved that further reading of the
Journal be suspended and that the Journal be approved as corrected by the Chief Clerk. The motion prevailed.
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REPORTS OF CHIEF CLERK

S. F. No. 124 and H. F. No. 269, which had been referred to the Chief Clerk for comparison, were examined and
found to beidentical.

Howes moved that S. F. No. 124 be substituted for H. F. No. 269 and that the House File be indefinitely
postponed. The motion prevailed.
S. F. No. 875 and H. F. No. 456, which had been referred to the Chief Clerk for comparison, were examined and
found to beidentical.
Rukavina moved that S. F. No. 875 be substituted for H. F. No. 456 and that the House File be indefinitely
postponed. The motion prevailed.
S. F. No. 1218 and H. F. No. 1259, which had been referred to the Chief Clerk for comparison, were examined
and found to be identica with certain exceptions.
SUSPENSION OF RULES
Kalin moved that therules be so far suspended that S. F. No. 1218 be substituted for H. F. No. 1259 and that the
House File be indefinitely postponed. The motion prevailed.
S. F. No. 1262 and H. F. No. 1656, which had been referred to the Chief Clerk for comparison, were examined
and found to be identica with certain exceptions.
SUSPENSION OF RULES
Thissen moved that the rules be so far suspended that S. F. No. 1262 be substituted for H. F. No. 1656 and that
the House File be indefinitely postponed. The motion prevailed.
S. F. No. 1271 and H. F. No. 1500, which had been referred to the Chief Clerk for comparison, were examined
and found to be identica with certain exceptions.
SUSPENSION OF RULES
Smith moved that the rules be so far suspended that S. F. No. 1271 be substituted for H. F. No. 1500 and that the
House File be indefinitely postponed. The motion prevailed.
S. F. No. 1405 and H. F. No. 1433, which had been referred to the Chief Clerk for comparison, were examined
and found to be identica with certain exceptions.

SUSPENSION OF RULES

Olin moved that the rules be so far suspended that S. F. No. 1405 be substituted for H. F. No. 1433 and that the
House File be indefinitely postponed. The motion prevailed.



55TH DAY] WEDNESDAY, APRIL 25, 2007 4351

S. F. No. 1533 and H. F. No. 1209, which had been referred to the Chief Clerk for comparison, were examined
and found to be identica with certain exceptions.

SUSPENSION OF RULES

Mullery moved that the rules be so far suspended that S. F. No. 1533 be substituted for H. F. No. 1209 and that
the House File be indefinitely postponed. The motion prevailed.

S. F. No. 1556 and H. F. No. 1688, which had been referred to the Chief Clerk for comparison, were examined
and found to be identical.

Pelowski moved that S. F. No. 1556 be substituted for H. F. No. 1688 and that the House File be indefinitely
postponed. The motion prevailed.

S. F. No. 1724 and H. F. No. 1577, which had been referred to the Chief Clerk for comparison, were examined
and found to be identical with certain exceptions.

SUSPENSION OF RULES

Lesch moved that the rules be so far suspended that S. F. No. 1724 be substituted for H. F. No. 1577 and that the
House File be indefinitely postponed. The motion prevailed.

S. F. No. 1920 and H. F. No. 2056, which had been referred to the Chief Clerk for comparison, were examined
and found to be identical.

Atkins moved that S. F. No. 1920 be substituted for H. F. No. 2056 and that the House File be indefinitely
postponed. The motion prevailed.

S. F. No. 1966 and H. F. No. 1691, which had been referred to the Chief Clerk for comparison, were examined
and found to be identical with certain exceptions.

SUSPENSION OF RULES

Anzelc moved that the rules be so far suspended that S. F. No. 1966 be substituted for H. F. No. 1691 and that
the House File be indefinitely postponed. The motion prevailed.

S. F. No. 1998 and H. F. No. 2218, which had been referred to the Chief Clerk for comparison, were examined
and found to be identical with certain exceptions.

SUSPENSION OF RULES

Slocum moved that the rules be so far suspended that S. F. No. 1998 be substituted for H. F. No. 2218 and that
the House File be indefinitely postponed. The motion prevailed.
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S. F. No. 2161 and H. F. No. 1919, which had been referred to the Chief Clerk for comparison, were examined
and found to be identical with certain exceptions.
SUSPENSION OF RULES
Marquart moved that the rules be so far suspended that S. F. No. 2161 be substituted for H. F. No. 1919 and that
the House File be indefinitely postponed. The motion prevailed.

REPORTS OF STANDING COMMITTEES AND DIVISIONS

Carlson from the Committee on Finance to which was referred:

H. F. No. 562, A bill for an act relating to towns; appropriating money for town road signs.
Reported the same back with the following amendments:

De ete everything after the enacting clause and insert:

"Section 1. APPROPRIATION; TOWN ROAD SIGN REPLACEMENT PROGRAM.

$600,000 is appropriated from the general fund to the commissioner of transportation to implement the town
road sign replacement program established in Laws 2005, First Specia Session chapter 6, article 3, section 89. For
the purpose of this appropriation, implementation includes the purchase and installation of new signs. This
appropriation may be used to satisfy any local matching requirement for the receipt of federal funds. Designated
funds not allocated by July 1, 2009, cancel and revert to the general fund. If an appropriation for this purposeis
enacted more than once, the appropriation is effective only once."

With the recommendation that when so amended the hill pass and be re-referred to the Committee on Ways and
Means.

The report was adopted.

Carlson from the Committee on Finance to which was referred:

H. F. No. 1351, A hill for an act relating to transportation; providing for a study of long-range transportation
solutions.

Reported the same back with the following amendments:
De ete everything after the enacting clause and insert:
"ARTICLE 1
TRANSPORTATION POLICY

Section 1. Minnesota Statutes 2006, section 117.041, is amended by adding a subdivision to read:
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Subd. 3. Geotechnical investigation before eminent domain proceedings. (a) A state agency by order of the
commissioner or a palitical subdivision by resolution may enter property for purposes of investigation, monitoring,
testing, surveying, boring, or other similar activities necessary or appropriate to perform geotechnica investigations.

(b) At least ten days before entering the property, the state agency or political subdivision must serve notice on
the property owner requesting permission to enter the property, stating the approximate time and purpose of the
entry, and giving the owner the option of refusing entry. |f the property owner refuses to consent to the entry, the
state agency or political subdivision must apply for a court order authorizing the entry and the removal of any
sample or portion from the property, giving notice of the court order to the property owner. The court shall issue an
order if the state agency or palitical subdivision meets the standards in paragraph (a). Notices under this paragraph
must be served in the same manner asa summons in acivil action.

(c) The state agency or political subdivision must not cause any unnecessary damage to the property and must
compensate the property owner for any damages actually incurred as aresult of the geotechnical investigations.

Sec. 2. Minnesota Statutes 2006, section 160.02, is amended by adding a subdivision to read:

Subd. 18a. Expressway. "Expressway" means adivided highway with partial control of access.

Sec. 3. Minnesota Statutes 2006, section 160.02, subdivision 19, is amended to read:

Subd. 19. Freeway or—expressaay. "Freeway" or—expressaay™ means a divided,—eontroled-access highway
with feur-or-meretanes full control of access.

Sec. 4. Minnesota Statutes 2006, section 161.14, subdivision 18, is amended to read:
Subd. 18. Voyageur Highway. The following route isnamed and designated the "V oyageur Highway":

(a) Beginning at a point on Trunk Highway No. 26 on the boundary line between the states of Minnesota and
lowa; thence northerly along Trunk Highway No. 26 to its junction with Trunk Highway No. 61; thence
northwesterly along Trunk Highway No. 61 to its junction with Trunk Highway No. 10 in the city of St. Paul; thence
extending in a general northwesterly direction along Trunk Highway No. 10 to its junction with Trunk Highway No.
371 a Little Falls; thence extending in a general northerly direction along Trunk Highway No. 371 to its junction
with Trunk Highway No. 210 at Brainerd; thence northeasterly along Trunk Highway No. 210 to its junction with
Trunk Highway No. 169 at Aitkin; thence in a genera northerly direction aong Trunk Highway No. 169 to its
junction with Trunk Highway No. 2 at Grand Rapids; thence northwesterly along Trunk Highway No. 2 to its
junction with Trunk Highway No. 71 at Bemidji; thence northeasterly along Trunk Highway No. 71 to its junction
with Trunk Highway No. 11 at Pelland; thence northeasterly along Trunk Highway No. 11 to its junction with Trunk
Highway No. 53 at International Fals; thence southeasterly along Trunk Highway No. 53 to its junction with Frank
Highway-Ne—61 Central Entrance at Duluth;. Beginning at a point on Trunk Highway No. 61 at its junction with
Interstate Highway 35 and thence northeasterly along Trunk Highway No. 61 to the boundary line between the state
of Minnesota and the province of Ontario, Canada.

(b) The route of the Voyageur Highway designated and described in clause (@) is supplemented by legs or
alternative routes described as follows:

Beginning at a point on Trunk Highway No. 1 at its junction with Trunk Highway No. 61 northerly of Silver
Bay; thence northwesterly along Trunk Highway No. 1 to Ely; thence southwesterly along Trunk Highway No. 1 to
its junction with Trunk Highway No. 169; thence southerly and westerly along Trunk Highway No. 169 to its
junction with Trunk Highway No. 53, and there terminating.
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Beginning at a point on Trunk Highway No. 11 at its junction with Trunk Highway No. 53 at International Falls;
thence easterly along Trunk Highway No. 11 to its easterly terminus near Idand View.

Beginning at a point on Trunk Highway No. 33 &t its junction with Interstate Highway marked 1-35 southerly of
Cloquet, thence northerly along Trunk Highway No. 33 to itsjunction with Trunk Highway No. 53.

(c) The commissioner of transportation shall:
(1) adopt a suitable marking design of signs or informational plaques;

(2) effect the installation of such signs or plagues in public waysides or other public areas as approved and
designated by the commissioner.

Sec. 5. Minnesota Statutes 2006, section 161.14, is amended by adding a subdivision to read:

Subd. 57. Walter F. Mondale Drive. Trunk Highway marked 53 from its intersection with Superior Street to
its intersection with Central Entrance in the city of Duluth, as signed on the effective date of this section, is
designated "Wdter F. Mondale Drive." Subject to section 161.139, the commissioner of transportation shall adopt a
suitable marking design to mark this highway and erect appropriate signs.

Sec. 6. Minnesota Statutes 2006, section 161.14, is amended by adding a subdivision to read:

Subd. 58. Dallas Sams Memorial Highway. That portion of Legidative Route No. 2, signed as Trunk
Highway 210 on the date of fina enactment of this section, from the city of Motley to the city of Staples, is
designated as the "Dallas Sams Memorial Highway." The commissioner of transportation shall adopt a suitable
design to mark this highway and erect appropriate sSigns, subject to section 161.139.

Sec. 7. Minnesota Statutes 2006, section 161.32, subdivision 1, is amended to read:

Subdivision 1. Advertisement for bids. The commissioner may conduct the work or any part of the work
incidenta to the construction and maintenance of the trunk highways by labor employed to do the work or by
contract. In cases of construction work, the commissioner shall first advertise for bids for contracts, and if no
satisfactory bids are received, may either reject all bids and readvertise, or do the work by labor employed to do the
work. Except as provided in subdivision 3 or 4, when work is to be done under contract, the commissioner shall
advertise for bids once each week for three successive weeks prior to the date the bi ds are to be recel ved The
advertisement for bids must be published in A
may—be-placed on the Internet. The plans and speC|f|cat|ons for the propowd work must be on f|Ie in the
commissioner's office prior to thefirst call for bids.

Sec. 8. Minnesota Statutes 2006, section 161.32, subdivision 1b, is amended to read:

Subd. 1b. Lowest responsible bidder; eectronic bids. Bidders may submit bids electronically in a form and
manner required by the commissioner; however, the commissioner may require that all bids ef-$5,000.000-and-over
for trunk highway contracts must be submitted electronically. Notwithstanding section 13.591, subdivision 3, or any
other law or ruleto the contrary, bids are not required to be opened and read in public if the commissioner publishes
the public data specified by section 13.591, subdivision 3, on a state Web site immediately after the deadline for
receipt of bids has passed. Bids for federal-aid highway projects must be conducted in accordance with Code of
Federal Regulations, title 23, section 635. Trunk highway construction contracts, including design-build contracts,
must be awarded to the lowest responsible bidder, taking into consideration conformity with the specifications, the
purpose for which the contract or purchase is intended, the status and capability of the vendor, and other
considerations imposed in the cal for bids. The commissioner may decide which is the lowest responsible bidder
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for al contracts and may use the principles of life-cycle costing, when appropriate, in determining the lowest overall
bid. Any or al bids may be rejected. When competitive bids are required and all bids are rejected, new bids, if
solicited, must be called for asin the firgt instance, unless otherwise provided by law.

Sec. 9. Minnesota Statutes 2006, section 161.32, subdivision 4, is amended to read:

Subd. 4. Trunk highways damaged by spring breakup. Contracts may be let for the repair and restoration of

trunk highways damaged by spring breakup upon advertisement for bids and-publication-theresf-in-a-newspaperor
periodical-of general-ciredtation for a period of one week prior to the date such bids are to be received, and upon the

mailing of such advertisementsto all contractors who have filed awritten request therefor.

Sec. 10. [161.3203] CONTRACTS FOR WORK, SUPPLIES, OR MATERIALS FOR TRUNK
HIGHWAY.

Subdivison 1. Privatization transportation contracts. For purposes of this section, "privatization
transportation contract”" means an enforceable agreement, or combination or series of agreements, by which a private
contractor agrees with the commissioner of transportation to provide work, supplies, or materials (1) that is
incidental to the construction or improvement of trunk highways, including but not limited to predesign, design, and
preliminary engineering, or (2) for maintenance of trunk highways. A privatization transportation contract does not
include a design-build contract as defined in section 161.3410, subdivision 3.

Subd. 2. Applicability. This section applies to privatization transportation contracts in a total amount of
$25,000 or more. The requirements imposed by this section are in addition to, and do not supersede, the
requirements of any other applicable section of |aw.

Subd. 3. Review of contract costs. (a) Before entering into a privatization transportation contract, the
commissioner of transportation shall prepare a comprehensive written estimate of the cost of having the same work,
supplies, or materials provided in the most cost-effective manner by agency employees. The cost estimate must
include all costs of having agency employees provide the work, supplies, or materials, including the cost of pension,
insurance, and other employee benefits. The cost estimate is nonpublic data, as defined in section 13.02, subdivision
9, until the day after the deadline for receipt of responses under paragraph (b), when it becomes public data.

(b) After soliciting and receiving responses, the commissioner shall publicly designate the responder to which it
proposes to award the privatization contract. The commissioner shall prepare a comprehensive written estimate of
the cost of the proposal based on the designated responder's hid, including the cost of a transition from public to
private provision of the work, any additiona unemployment and retirement benefits resulting from the transfer, and
costs associated with monitoring the proposed contract. |f the designated responder proposes to perform any or all
of the desired services outside the state, the commissioner of transportation shal include in the cost estimate, as
nearly as possible, any loss of sales and income tax revenue to the state. The cost estimate must not include trade
secret datawhich is classified as nonpublic data under section 13.37, subdivision 2.

(c) Before entering into a privatization transportation contract for $250,000 or more, the commissioner shal
determine that:

(1) the cost estimated under paragraph (b) will be lower than the cost estimated under paragraph (a);

(2) the quality of the work, supplies, or materias to be provided by the designated responder islikely to equal or
exceed the quality of services that could be provided by Department of Transportation employees; and

(3) the proposed privatization contract isin the public interest.
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Subd. 4. Reports. The commissioner shall provide, no later than September 1, an annud written report to the
legidature, in compliance with sections 3.195 and 3.197, and shall submit the report to the chairs of the senate and
house of representatives committees having jurisdiction over transportation. The report must list all privatization
transportation contracts within the meaning of this section that were executed or performed, whether whally or in
part, in the previous fiscal year. The report must identify, with respect to each contract: the contractor; contract
amount; duration; work, supplies, or materias provided or to be provided; the comprehens ve estimate derived under
subdivision 3, paragraph (a); the comprehensive estimate derived under subdivision 3, paragraph (b); the actual cost
to the agency of the contractor's performance of the contract; and for contracts of at least $250,000, a statement
containing the commissioner's determinations under subdivision 3, paragraph (c).

Subd. 5. Short title. This section may be cited asthe "Taxpayers Transportation Accountability Act."”

EFFECTIVE DATE. Thissection is effective August 1, 2007.

Sec. 11. Minnesota Statutes 2006, section 164.06, subdivision 2, is amended to read:

Subd. 2. Extinguishing interest in abandoned road. (a) After providing notice under—section—366:0%
subdivision-8 as required in paragraph (c), the town board may by resolution disclaim and extinguish atown interest
in atown road without action under subdivision 1 if:

(2) the extinguishment is found by the town board to bein the public interest;
(2) theinterest isnot afee interest;

(3) theinterest was established more than 25 years earlier;

(4) theinterest isnot recorded or filed with the county recorder;

(5) no road improvement has been constructed on aright-of-way affected by the interest within the last 25 years;
and

(6) no road maintenance on aright-of-way affected by the interest has occurred within the last 25 years.
(b) Theresolution shall be filed with the county auditor and recorded with the county recorder.
(c) Before the meeting on any resolution to disclaim and extinguish a town interest in a town road under this

subdivision, the town board shall provide notice to affected landowners in the same manner as a petitioner under
section 164.07, subdivision 2. A notice must al so be posted as provided under section 366.01, subdivision 8.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 12. Minnesota Statutes 2006, section 165.01, is amended to read:
165.01 DEFINITIONS.

Subdivision 1. Scope. For the purposes of this chapter, the terms defined in this section and section 160.02 shalt
have the same meanings given them.

Subd. 2. AASHTO manual. "AASHTO manud" means the Manual for Condition Evaluation of Bridges,
published by the American Association of State Highway and Transportation Officials.
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Sec. 13. Minnesota Statutes 2006, section 165.03, is amended to read:
165.03 STRENGTH OF BRIDGE; INSPECTION.

Subdivision 1. Standards generally. Each bridge, including a privately owned bridge, must conform to the
strength, width, clearance, and safety standards imposed by the commissioner for the connecting highway or street.
This subdivision applies to a bridge that is constructed after August 1, 1989, on any public highway or street. The
bridge must have sufficient strength to support with safety the maximum vehicle weights allowed under sections
169.822 to 169.829 and must have the minimum width specified in section 165.04, subdivision 3.

Subd. 1a. Inspection. () Each bridge must be inspected annually, unless a longer interval not to exceed two
years for bridges or four years for bridges classified as culverts is authorized by the commissioner. The
commissioner's authorization must be based on factors including, but not limited to, the age and condition of the
bridge, therate of deterioration of the bridge, the type of structure, the susceptibility of the bridge to failure, and the
characteristics of traffic on the bridge. The commissioner may reguire interim inspections at intervals of less than
one year on bridges that are posted, bridges subjected to extreme scour conditions, bridges subject to significant
substructure movement or settlement, and for other reasons as specified or inferred in the AASHTO manual.

(b) The thoroughness of each inspection depends on such factors as age, traffic characteristics, state of
maintenance, and known deficiencies. The evaluation of these factors is the responsibility of the engineer assigned
the responsibility for inspection as defined by rule adopted by the commissioner of transportation.

Subd. 2. Inspection and inventory responsibilities; rules, forms. (ad) The commissioner of transportation
shall adopt official inventory and bridge inspection report forms for use in making bridge inspections by the owners
or highway authorities specified by this subdivision. Bridge Inspections shalt must be made at regular interval's, not
to exceed two years for bridges and not to exceed four yearsfor culverts by the following owner or official:

(1) the commissioner of trangportation for all bridges located whally or partially within or over the right-of-way
of a state trunk highway;

(2) the county highway engineer for all bridges|ocated wholly or partially within or over the right-of-way of any
county or tewnship town road, or any street within a municipality which that does not have a city engineer regularly
employed;

(3) the city engineer for dl bridges located wholly or partially within or over the right-of-way of any street
located within or along municipal limits;

(4) the commissioner of transportation in case of a toll bridge that is used by the general public and that is not
inspected and certified under subdivision 6; provided, that the commissioner of trangportation may assess the owner
for the costs of sueh the inspection;

(5) the owner of a bridge over a public highway or street or that carries a roadway designated for public use by a
public authority, if not required to be inventoried and inspected under clause (1), (2), (3), or (4).

(b) The commissioner of transportation shall prescribe the standards for bridge inspection and inventory by rules.
The owner or highway authority shall inspect and inventory in accordance with these standards and furnish the
commissioner with such data as may be necessary to maintain a centra inventory.

Subd. 3. County inventory and inspection records and reports. The county engineer shall maintain a
complete inventory record of all bridges as set forth in subdivision 2, paragraph (a), clause (2), with the inspection
reports thereof, and shall certify annually to the commissioner, as prescribed by the commissioner, that inspections
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have been made at regular intervals, not to exceed two years for bridges and not to exceed four yearsfor culverts. A
report of the inspections shalt must be filed annually, on or before February 15 of each year, with the county auditor
or town clerk, or the governing body of the municipality. The report shak must contain recommendations for the
correction of; or legal posting of load limits on any bridge or structure that isfound to be understrength or unsafe.

Subd. 4. Municipal inventory and inspection records and reports. The city engineer shall maintain a
complete inventory record of all bridges as set forth in subdivision 2, paragraph (a), clause (3), with the inspection
reports thereof, and shall certify annually to the commissioner, as prescribed by the commissioner, that inspections
have been made at regular intervals, not to exceed two years for bridges and not to exceed four yearsfor culverts. A
report of the ingpections shalt must be filed annudly, on or before February 15 of each year, with the governing
body of the municipality. The report shalh must contain recommendations for the correction of; or lega posting of
load limits on any bridge or structure that is found to be understrength or unsafe.

Subd. 5. Agreement. Agreements may be made among the various units of governments or between
governmental units and qualified engineering personnd to carry out the responsgbilities for the bridge inspections
and reports, as established by subdivision 2.

Subd. 6. Other bridges. The owner of a toll bridge and the owner of a bridge described in subdivision 2,
paragraph (a), clause (5), shdl certify to the commissioner, as prescribed by the commissioner, that inspections of
the bridge have been made at regular intervals, not to exceed two years for bridges and not to exceed four years for
culverts. The certification shall must be accompanied by a report of the ingpection. The report shalk must contain
recommendations for the correction of or legal posting of load limitations if the bridge is found to be understrength
or unsafe.

Subd. 7. Department of Natural Resources bridge. (a) Notwithstanding subdivision 2, the commissioners of
trangportation and natura resources shall negotiate a memorandum of understanding that governs the inspection of
bridges owned, operated, or maintained by the commissioner of natural resources.

(b) The memorandum of understanding must provide for:

(1) the inspection and inventory of bridges subject to federal law or regulations,

(2) the frequency of ingpection of bridges described in paragraph (a); and

(3) who may perform inspections required under the memorandum of understanding.
Sec. 14. Minnesota Statutes 2006, section 168.011, subdivision 22, is amended to read:

Subd. 22. Special maobile equipment. "Special mobile equipment” means every vehicle not designed or used
primarily for the transportation of persons or property and only incidentally operated or moved over a highway,
including but not limited to: ditch-digging apparatuses, moving dollies, pump hoists and other water well-drilling
equipment registered under chapter 103, vehicle-mounted concrete pumps with or without placement booms, street-
sweeping vehicles, and other machinery such as asphalt spreaders, bituminous mixers, bucket loaders, tractors other
than truck-tractors, ditchers, leveling graders, finishing machines, maotor graders, road rollers, scarifiers, truck-
mounted log loaders, earth-moving carryalls, scrapers, power shovels, draglines, self-propelled cranes, and earth-
moving equipment. The term does not include travel trailers, dump trucks, truck-mounted transit mixers, truck-
mounted feed grinders, or other motor vehicles designed for the transportation of persons or property to which
machinery has been attached.
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Sec. 15. Minnesota Statutes 2006, section 168A.01, is amended by adding a subdivision to read:

Subd. 1a Commissioner. "Commissione” means the commissioner of public safety.

Sec. 16. Minnesota Statutes 2006, section 168A.05, subdivison 3, isamended to read:
Subd. 3. Content of certificate. Each certificate of titleissued by the department shall contain:
(1) the date issued,;

(2) thefirg, middle, and last names; and the dates of birth-and-addresses of all owners who are natural persons,
and the full names and-addresses of all other owners;

(3) the residence address of the owner listed firg if that owner is a natural person or the address if that owner is
not a natural person;

(4) the names and-addresses of any secured parties, and the address of the first secured party, listed in the order
of priority (i) as shown on the application, or _(ii) if the application is based on a certificate of title, as shown on the
certificate, or_(iii) as otherwise determined by the department;

{4) (5) any liens filed pursuant to a court order or by a public agency responsible for child support enforcement
against the owner;

{5) (6) thetitle number assigned to the vehicle;
{6) (7) a description of the vehicle including, so far as the following data exists, its make, model, year,

identifying number, type of body, whether new or used, and if a new vehicle, the date of the first sale of the vehicle
for use;

{A_(8) with respect to_a motor vehicles vehicle subject to theprovisions—of section 325E.15, (i) the true
cumul ative mileage registered on the odometer or (ii) that the actual mileage is unknown if the odometer reading is
known by the owner to be different from the true mileage;

{8) (9) with respect to vehicles a vehicle subject to sections 325F.6641 and 325F.6642, the appropriate term
"flood damaged,” "rebuilt," "prior salvage," or "reconstructed";

{9) (10) with respect to a vehicle contaminated by methamphetamine production, if the registrar has received the
certificate of title and notice described in section 152.0275, subdivision 2, paragraph (g), the term "hazardous waste
contaminated vehicle"; and

{206) (11) with respect to a vehicle subject to section 325F.665, the term "lemon law vehicle'; and

(12) any other data the department prescribes.

Sec. 17. Minnesota Statutes 2006, section 168A.05, subdivison 5, isamended to read:
Subd. 5. Forms. (@) The certificate of title shall contain forms:

(2) for assignment and warranty of title by the owner;

(2) for assignment and warranty of title by a degler;
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(3) to apply for acertificate of title by atransferee;
(4) to name a secured party; and
(5) to make the disclosure required by section 325F.6641.

(b) The certificate of title must also include a separate detachable pesteard_form entitled "Notice of Sale' that
contains, but isnot limited to, the vehicle's title number and vehicle identification number. The pesteard form must
include sufficient space for the owner to record the purchaser's name, address, and driver's license number, if any,
and the date of sale. The notice of sale must include clear ingructions regarding the owner's responsibility to
complete and return the form, or to transmit the required information eectronically in a form acceptable to the
commissioner, pursuant to section 168A.10, subdivision 1.

Sec. 18. Minnesota Statutes 2006, section 168A.10, subdivison 1, is amended to read:

Subdivision 1. Assignment and warranty of title; mileage; notice of sale. If an owner transfersinterest in a
vehicle other than by the creation of a security interest, the owner shall at the time of the delivery of the vehicle
execute an assignment and warranty of title to the transferee and shal state the actual selling price in the space
provided on the certificate. Within ten days of the date of sale, other than a sale by or to a licensed motor vehicle
dedler, the owner shall: (1) complete, detach, and return to the department the pesteard form on the certificate
entitled "Notice of Sale" if oneis provided, including the transferee's name, address, and driver's license number, if
any, and the date of sale; or (2) tranamit this information electronicaly in a form acceptable to the commissioner.
With respect to motor vehicles subject to the provisions of section 325E.15, the transferor shall aso, in the space
provided therefor on the certificate, state the true cumulative mileage registered on the odometer or that the actual
mileage is unknown if the odometer reading is known by the transferor to be different from the true mileage. The
transferor shall cause the certificate and assignment to be delivered to the transferee immediately.

Sec. 19. Minnesota Statutes 2006, section 168A.101, is amended to read:
168A.101 CANCELLATION OF MOTOR VEHICLE SALE.

Subdivision 1. Required documentation. If the parties cancel a purchase of a motor vehicle after the transfer
of interest, they must submit within 90 days of the original purchase date the following items:

awritten claim for refund;

(2) an affidavit correcting ownership signed by the parties:; and

(3) the outstanding certificate of title, if available, with proper assignment.

Subd. 2. Refunds. A party may be eligible for arefund of taxes and-fees paid pursuant to chapter 297B only if
the items indicated in subdivision 1 are submitted within the 90-day time frame unless otherwise provided by law.
No other taxes or fees paid may be refunded due to the cancellation of a motor vehicle sale.

Sec. 20. Minnesota Statutes 2006, section 168A.151, subdivision 1, isamended to read:

Subdivision 1. Salvage titles. (a) When an insurer, licensed to conduct business in Minnesota, acquires
ownership of alate-modd or high-value vehicle through payment of damages, the insurer shall immediately apply
for a sdvage certificate of title or shal stamp the exiging certificate of title with the legend "SALVAGE
CERTIFICATE OF TITLE" in a manner prescribed by the department. Within 48 hours of taking possession of a
vehicle through payment of damages, an insurer must notify the department in a manner prescribed by the
department.
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certlflcate of tltle if the person acquires adamaqed Iatemodel or high-value motor vehicle with an out-of-state title,

and the vehicle:

(1) isavehiclethat was acquired by an insurer through payment of damages;

(2) isavehicle for which the cost of repairs exceeds the value of the damaged vehicle; or

(3) has an out-of-state s vage certificate of title as proof of ownership.

(c) A sdf-insured owner of a late-modd or high-value vehicle who sustains damage by collision or other
occurrence which exceeds 70 percent of its actual cash value shall immediately apply for a salvage certificate of
titte. Damage, for the purpose of this calculation, does not include the actual cost incurred to repair, replace, or
reinstall inflatable safety restraints and other vehicle components that must be replaced due to the deployment of the
inflatable safety restraints.

Sec. 21. Minnesota Statutes 2006, section 168A.153, is amended to read:
168A.153 REPORT OF VEHICLE RECEIPT-SUJRRENDER OF CERFFICATE.

Subdivision 1. Older model vehicle. A dealer who buys an older model vehicle to be dismantled or destroyed
shall report to the department within 30 days including the vehicle's license plate number and identification number,
and the sdller'sname and driver's license number.

Subd. 2. Late-model or high-value vehicle. A dealer who buys a late-modéd or high-value vehicle to be
dlsmantled or destroyed shall notlfy the secured party, |f any, and theq—seweqda—ﬂqeeertmee&&eHMean—a
‘ salvag al W ys the commissioner

in the manner preﬂ:rlbed in subdlwson 3 The dealer must then properlv dectrov the certlflcate of title.

Subd. 3. Natification on vehicle to be dismantled or destroyed; service fee. Within the time frames
prescribed in subdivisions 1 and 2 of acquiring a vehicle titled and registered in Minnesota, a dealer shall notify the
registrar_that the dealership purchased the vehicle to be dismantled or destroyed. The notification must be made
eectronicaly as prescribed by the registrar. The dealer may contract this service to a deputy registrar and the
registrar may charge a fee not to exceed $7 per transaction to provide this service.

Sec. 22. Minnesota Statutes 2006, section 169.01, subdivision 4c, is amended to read:

Subd. 4c. Motorized foot scooter. "Motorized foot scooter” means a device with handlebars designed to be
stood or sat upon by the operator, and powered by an internal combustion engine or electric motor that is capable of
propelling the device with or without human propulsion, and that has either{1) no more than two ten-inreh 12-inch or
smaller diameter whedls er{2) and has an engine or motor that is capable of a maximum speed of 15 miles per hour
on a flat surface with not more than one percent grade in any direction when the motor is engaged. An electric
persona assistive mobility device, a motorized hicycle, an eectric-assisted bicycle, or a motorcycle is not a
motorized foot scooter.

Sec. 23. Minnesota Statutes 2006, section 169.01, subdivision 19, is amended to read:
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Sec. 25. Minnesota Statutes 2006, section 169.01, is amended by adding a subdivision to read:

Subd. 92. Valid license; valid driver's license. "Valid licensg," "valid driver's license," "valid Minnesota
driver's license," "valid sandard driver's license," or other similar term, has the meaning given in section 171.01,
subdivision 49a

Sec. 26. Minnesota Statutes 2006, section 169.06, subdivision 5, is amended to read:

Subd. 5. Traffic-control signal. (a) Whenever traffic is controlled by traffic-control signals exhibiting different
colored lights, or colored lighted arrows, successively one at atime or in combination, only the colors Green, Red,
and Yédlow shall be used, except for special pedestrian signals carrying aword or legend. The traffic-control signa
lights or colored lighted arrows indicate and apply to drivers of vehicles and pedestrians as follows:

(1) Green indication:

(i) Vehicular traffic facing a circular green signal may proceed straight through or turn right or left unless a sign
at such place prohibits either turn. But vehicular traffic, including vehicles turning right or |eft, shall yield the right-
of-way to other vehicles and to pedestrians lawfully within the intersection or adjacent crosswalk at the time this
signal isexhibited.

(i) Vehicular traffic facing a green arrow signal, shown alone or in combination with another indication, may
cautioudly enter the intersection only to make the movement indicated by the arrow, or other movement as permitted
by other indications shown at the same time. Such vehicular traffic shall yield the right-of-way to pedestrians
lawfully within an adjacent crosswalk and to other traffic lawfully using the intersection.

(i) Unless otherwise directed by a pedestrian-control signal as provided in subdivision 6, pedestrians facing any
green signal, except when the sole green signal is aturn arrow, may proceed across the roadway within any marked
or unmarked crosswalk. Every driver of a vehicle shall yield the right-of-way to such pedestrian, except that the
pedestrian shall yield the right-of-way to vehicles lawfully within the intersection at the time that the green signa
indication isfirst shown.

(2) Steady yellow indication:

(i) Vehicular traffic facing a steady circular yellow_or yellow arrow signd is thereby warned that the related
green movement is being terminated or that ared indication will be exhibited immediately thereafter when vehicular
traffic must not enter the intersection, except for the continued movement allowed by any green arrow indication
simultaneously exhibited.

(ii) Pedestrians facing a circular yellow signal, unless otherwise directed by a pedestrian-control signal as
provided in subdivision 6, are thereby advised that there is insufficient time to cross the roadway before a red
indication is shown and no pedestrian shall then start to cross the roadway.



55TH DAY] WEDNESDAY, APRIL 25, 2007 4363

(3) Steady red indication:

(i) Vehicular traffic facing a circular red signa alone must stop at a clearly marked stop line but, if none, before
entering the crosswalk on the near side of the intersection or, if none, then before entering the intersection and shall
remain standing until a green indication is shown, except as follows: (A) the driver of a vehicle stopped as close as
practicable at the entrance to the crosswalk on the near side of the intersection or, if none, then at the entrance to the
intersection in obedience to a red or stop signal, and with the intention of making a right turn may make the right
turn, after stopping, unless an official sign has been erected prohibiting such movement, but shall yield the right-of-
way to pedestrians and other traffic lawfully proceeding as directed by the signal at that intersection; or (B) the
driver of a vehicle on a one-way street intersecting another one-way street on which traffic moves to the left shall
stop in obedience to ared or stop signal and may then make a left turn into the one-way street, unless an official sign
has been erected prohibiting the movement, but shall yield the right-of-way to pedestrians and other traffic lawfully
proceeding as directed by the sgnal at that intersection.

(i) Unless otherwise directed by a pedestrian-control signal as provided in subdivision 6, pedestrians facing a
steady red signal alone shal not enter the roadway.

(iii) Vehicular traffic facing a steady red arrow signal, with the intention of making a movement indicated by the
arrow, must stop at a clearly marked stop line but, if none, before entering the crosswalk on the near sde of the
intersection or, if none, then before entering the intersection and must remain standing until a permissive signal
indication permitting the movement indicated by the red arrow is displayed, except as follows. when an official sign
has been erected permitting aturn on ared arrow signal, the vehicular traffic facing ared arrow signal indication is
permitted to enter the intersection to turn right, or to turn left from a one-way street into a one-way street on which
traffic moves to the left, after stopping, but mugt yield the right-of-way to pedestrians and other traffic lawfully
proceeding as directed by the Sgnal at that intersection.

(b) In the event an official traffic-control signal is erected and maintained at a place other than an intersection,
the provisions of this section are applicable except those which can have no application. Any stop required must be
made at a sign or marking on the pavement indicating where the stop must be made, but in the absence of any such
sign or marking the ssop must be made at the signal.

(c) When a traffic-control signal indication or indications placed to control a certain movement or lane are so
identified by placing a sign near the indication or indications, no other traffic-control signal indication or indications
within the intersection controls vehicular traffic for that movement or lane.

Sec. 27. Minnesota Statutes 2006, section 169.14, subdivision 2, is amended to read:

Subd. 2. Speed limits. (a) Where no special hazard exists the following speeds shall be lawful, but any speeds
in excess of such limits shall be prima facie evidence that the speed is not reasonable or prudent and that it is
unlawful; except that the speed limit within any municipality shall be a maximum limit and any speed in excess
thereof shall be unlawful:

(2) 30 miles per hour in an urban district or on atown road in arural residential district;

(2) 65 miles per hour on noninterstate expressways, as defined in section 160.02, subdivison 18a, and
noninterstate freeways and-expressways, as defined in section 160.02, subdivision 19;

(3) 55 miles per hour in locations other than those specified in this section;
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(4) 70 miles per hour on interstate highways outside the limits of any urbanized area with a population of greater
than 50,000 as defined by order of the commissioner of transportation;

(5) 65 miles per hour on interstate highways inside the limits of any urbanized area with a population of greater
than 50,000 as defined by order of the commissioner of transportation;

(6) ten miles per hour in alleys; and

(7) 25 miles per hour in residential roadways if adopted by the road authority having jurisdiction over the
residential roadway.

(b) A speed limit adopted under paragraph (@), clause (7), is not effective unless the road authority has erected
signs designating the speed limit and indicating the beginning and end of the residential roadway on which the speed
limit applies.

(c) For purposes of this subdivision, "rural residential district" means the territory contiguous to and including
any town road within a subdivision or plat of land that is built up with dwelling houses at intervals of less than 300
feet for a distance of one-quarter mile or more.

(d) Notwithgtanding section 609.0331 or 609.101 or other law to the contrary, a person who violates a speed
limit established in this subdivision, or a speed limit designated on an appropriate sign under subdivision 4, 5, 5b,
5c¢, or 5e, by driving 20 miles per hour or more in excess of the applicable speed limit, is assessed an additional
surcharge equal to the amount of the fine imposed for the speed violation, but not less than $25.

Sec. 28. Minnesota Statutes 2006, section 169.34, is amended to read:
169.34 PROHIBITIONS; STOPPING, PARKING.
Subdivision 1. Prohibitions. (a) No person shall stop, stand, or park a vehicle, except when necessary to avoid

conflict with other traffic or in compliance with the directions of a police officer or traffic-control device, in any of
the following places:

(1) on asidewalk;

(2) infront of apublic or private driveway;

(3) within an intersection;

(4) within ten feet of afire hydrant;

(5) on acrosswalk;

(6) within 20 feet of a crosswalk at an intersection;

(7) within 30 feet upon the approach to any flashing beacon, stop sign, or traffic-control signal located at the side
of aroadway;

(8) between a safety zone and the adjacent curb or within 30 feet of points on the curb immediately opposite the
ends of a safety zone, unless a different length isindicated by signs or markings;

(9) within 50 feet of the nearest rail of arailroad crossing;
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(210) within 20 feet of the driveway entrance to any fire station and on the side of a street opposite the entrance to
any fire station within 75 feet of said entrance when properly signposted;

(11) adongside or opposite any street excavation or obstruction when such stopping, standing, or parking would
obstruct traffic;

(12) on the roadway side of any vehicle stopped or parked at the edge or curb of a strest;

(13) upon any bridge or other elevated structure upon a highway or within a highway tunnel, except as otherwise
provided by ordinance;

(14) at any place where official signs prohibit stopping.

(b) No person shall move a vehicle not owned by such person into any prohibited area or away from a curb such
distance asis unlawful.

(c) No person shall, for camping purposes, leave or park atravel trailer on or within the limits of any highway or
on any highway right-of-way, except where signs are erected designating the place as a campsite.

(d) No person shall stop or park a vehicle on a street or highway when directed or ordered to proceed by any
peace officer invested by law with authority to direct, control, or regulate traffic.

Subd. 2. Violation; penalty for owner or lessee. (a) If a motor vehicle is stopped, standing, or parked in
violation of subdivision 1, the owner of the vehicle, or for aleased motor vehicle the lessee of the vehicle, is guilty
of a petty misdemeanor.

(b) The owner or lessee may not be fined under paragraph (a) if (1) another person is convicted for, or pleads
quilty to, that violation, or (2) the motor vehicle was stolen at the time of the violation.

(c) Paragraph (@) does not apply to a lessor of a motor vehicle if the lessor keeps a record of the name and
address of the lessee.

(d) Paragraph (a) does not prohibit or limit the prosecution of a motor vehicle operator for violating subdivision 1.

(e) A violation under paragraph (a) does not constitute grounds for revocation or suspension of the owner's or
lessee's driver'slicense.

Sec. 29. Minnesota Statutes 2006, section 169.471, subdivision 1, isamended to read:

Subdivision 1. Television screen in vehicle. No televison screen shall be ingalled or used in any motor
vehicle whereit is visible to the driver while operating the motor vehicle except:

(1) video screensingalled in law enforcement vehicles;

(2) closed-circuit video systems used exclusively to aid the driver's visibility to the front, rear, or sdes of the
vehicle and

(3) video screensingalled as part of a vehicle control system or used in intelligent vehicle highway applications.
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Sec. 30. Minnesota Statutes 2006, section 171.01, is amended by adding a subdivision to read:

Subd. 49a. Valid license; valid driver's license. "Vadid licensg," "valid driver's license," "valid Minnesota
driver's license," "valid sandard driver's license," or other similar term, means any operator's license, provisiona
license, temporary license, limited license, permit, or other license to operate a motor vehicle issued or issuable
under the laws of this state by the commissioner, or by another state or jurisdiction if specified, that is (1) not
expired, suspended, revoked, or canceled, and (2) not disqualified for the class of vehicle being operated.

Sec. 31. Minnesota Statutes 2006, section 171.02, subdivision 1, is amended to read:

Subdivision 1. License required; duplicate identification restricted. (a) Except when expressy exempted, a
person shall not drive a motor vehicle upon a street or highway in this state unless the person has a Heense valid
license under this chapter for the type or class of vehicle being driven.

(b) The department shall not issue a driver's license to a person unless and until the person's license from any
jurisdiction has been invalidated. The department shall provide to the issuing department of any jurisdiction,
information that the licensee is now licensed in Minnesota. A person is not permitted to have more than one valid
driver'slicense at any time. The department shall not issue to a person to whom a current Minnesota i dentification
card has been issued a driver'slicense, other than alimited license, unless the person's Minnesota identification card
has been invalidated. This subdivision does not require invalidation of a tribal identification card as a condition of
receiving adriver'slicense.

Sec. 32. Minnesota Statutes 2006, section 171.06, subdivision 3, is amended to read:
Subd. 3. Contents of application; other information. (a) An application must:

(1) state the full name, date of birth, sex, and_either (i) the residence address of the applicant, or (ii) the
designated address under section 5B.05;

(2) as may be required by the commissioner, contain a description of the applicant and any other facts pertaining
to the applicant, the applicant's driving privileges, and the applicant's ability to operate amotor vehicle with safety;

(3) state:
(i) the applicant's Social Security number; or

(i) if the applicant does not have a social security humber and is applying for a Minnesota identification card,
instruction permit, or class D provisional or driver's license, that the applicant certifies that the applicant does not
have a Social Security humber;

(4) contain a space where the applicant may indicate a desire to make an anatomical gift according to paragraph
(b); and

(5) contain a natification to the applicant of the availability of a living will/hedlth care directive designation on
the license under section 171.07, subdivision 7.

(b) If the applicant does not indicate a desire to make an anatomical gift when the application is made, the
applicant must be offered a donor document in accordance with section 171.07, subdivision 5. The application
must contain statements sufficient to comply with the requirements of the Uniform Anatomical Gift Act (1987),
sections 525.921 to 525.9224, so that execution of the application or donor document will make the anatomical gift
as provided in section 171.07, subdivision 5, for those indicating a desire to make an anatomical gift. The
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application must be accompanied by information describing Minnesota laws regarding anatomical gifts and the need
for and benefits of anatomica gifts, and the legal implications of making an anatomical gift, including the law
governing revocation of anatomical gifts. The commissioner shall distribute a notice that must accompany all
applications for and renewals of a driver's license or Minnesota identification card. The notice must be prepared in
conjunction with a Minnesota organ procurement organization that is certified by the federal Department of Health
and Human Services and must include:

(1) a statement that provides a fair and reasonable description of the organ donation process, the care of the
donor body after death, and the importance of informing family members of the donation decision; and

(2) atdephone number in a certified Minnesota organ procurement organization that may be called with respect
to questions regarding anatomical gifts.

(c) The application must be accompanied also by information containing relevant facts relating to:
(2) the effect of alcohol on driving ahility;
(2) the effect of mixing acohaol with drugs;

(3) the laws of Minnesota relating to operation of a motor vehicle while under the influence of alcohol or a
controlled substance; and

(4) the levels of alcohol-related fatalities and accidents in Minnesota and of arrests for alcohol-related violations.
Sec. 33. Minnesota Statutes 2006, section 171.07, subdivision 1, is amended to read:

Subdivision 1. License; contents. (a) Upon the payment of the required fee, the department shall issueto every
qualifying applicant a license designating the type or class of vehicles the applicant is authorized to drive as applied
for. This license must bear a distinguishing number assigned to the licensee; the licensee's full name;_and date of
birth;-and;_either (1) the licensee's residence address, or (2) the designated address under section 5B.05; the license
class, endorsements, and restrictions imposed, if any; a description of the licensee in a manner as the commissioner
deems necessary; and the usual signature of the licensee. No licenseis valid unless it bears the usual signature of
thelicensee. Every license must bear a colored photograph or an eectronically produced image of the licensee.

(b) If the United States Postal Service will not deliver mail to the applicant's residence address as listed on the
license, then the applicant shall provide verification from the United States Postal Service that mail will not be
ddivered to the applicant's residence address and that mail will be delivered to a specified alternate mailing address.
When an applicant provides an alternate mailing address under this subdivision, the commissioner shal use the
alternate mailing addressin lieu of the applicant's residence address for al notices and mailings to the applicant.

(c) Every license issued to an applicant under the age of 21 must be of a distinguishing color and plainly marked
"Under-21."

(d) The department shall use processes in issuing a license that prohibit, as nearly as possible, the ability to alter
or reproduce a license, or prohibit the ability to superimpose a photograph or eectronically produced image on a
license, without ready detection.

(e) A license issued to an applicant age 65 or over must be plainly marked "senior" if requested by the applicant.
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Sec. 34. Minnesota Statutes 2006, section 171.07, subdivision 3, is amended to read:

Subd. 3. ldentification card; fee. (a) Upon payment of the required fee, the department shal issue to every
qualifying applicant a Minnesota identification card. The department may not issue a Minnesota identification card
to an individual who has a driver'slicense, other than alimited license. The card must bear a distingui shing number
assigned to the applicant; a colored photograph or an eectronically produced image of the applicant; the applicant's
full name;_and date of birth—and; either (1) the licensee's residence address, or (2) the designated address under
section 5B.05; a description of the applicant in the manner as the commissioner deems necessary; and the usual
signature of the applicant.

(b) If the United States Postal Service will not deliver mail to the applicant's residence address as listed on the
Minnesota identification card, then the applicant shall provide verification from the United States Postal Service that
mail will not be delivered to the applicant's residence address and that mail will be delivered to a specified aternate
mailing address. When an applicant provides an alternate mailing address under this subdivision, the commissioner
shall use the alternate mailing address in lieu of the applicant's residence address for all notices and mailings to the

applicant.

(c) Each identification card issued to an applicant under the age of 21 must be of a distinguishing color and
plainly marked "Under-21."

(d) Each Minnesota identification card must be plainly marked "Minnesota identification card - not a driver's
license."

(e) The fee for a Minnesota identification card is 50 cents when issued to a person who is developmentally
disabled, as defined in section 252A.02, subdivision 2; a physically disabled person, as defined in section 169.345,
subdivision 2; or, a person with mental illness, as described in section 245.462, subdivision 20, paragraph (c).

Sec. 35. Minnesota Statutes 2006, section 171.14, is amended to read:
171.14 CANCELLATION.

(@) The commissioner shal-have-autheority-to may cancel any driver's license upon determination that_(1) the
licensee was not entitled to the issuance thereof-hereunder—or-that of the license, (2) the licensee failed to give the

required or correct mformatl on in the appllcaruon oF (3) the Ilcen committed any fraud or deceit in making sueh
the application: . i Ry, or (4) the person whe, at the time of
the cancellation, Would not have been entl tled to receive a Iloense under theprevisiensof section 171.04.

(b) The commissioner shall cancel the driver's license of a person described in paragraph (a), clause (3), for 60
days or until thereguired or correct information has been provided, whichever islonger.

Sec. 36. Minnesota Statutes 2006, section 174.01, subdivision 2, is amended to read:

Subd. 2. Transportation goals. The goals of the Sate transportation system are asfollows:

(2) to provide safe transportation for users throughout the stete;

(2) to provide multimodal and intermodal transportation that enhances mobility and economic development and
provides access to all persons and businesses in Minnesota while ensuring that there is no undue burden placed on

any community;

(3) to provide areasonable trave time for commuters;
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(4) to provide for the economical, efficient, and safe movement of goods to and from markets by rail, highway,
and waterway;

(5) to encourage tourism by providing appropriate transportation to Minnesota facilities designed to attract
tourigts;

(6) to provide transit services throughout the state to meet the needs of transit users;

(7) to promote productivity through system management and the utilization of technological advancements;
(8) to maximize the long-term benefits received for each state transportation investment;

(9) to provide funding for transportation that, at a minimum, preserves the transportation infrastructure;

(10) to ensure that the planning and implementation of all modes of transportation are consistent with the
environmental and energy goals of the state;

(11) to promoate and increase the use of high-occupancy vehiele-use vehicles and low-emission vehicles,

(12) to provide an air transportation system sufficient to encourage economic growth and allow all regions of the
state the ability to participate in the global economy;

(13) to increase transit use in-the-urban-areas statewide by giving highest priority to the trangportation modes
with the greatest people-moving capacity and lowest long-term economic and environmenta cost; and

(14) to promote and increase bicycling as an energy-efficient, nonpolluting, and healthful form of transportation
aternative:;

(15) to reduce greenhouse gas emissions from the state's transportation sector; and

(16) accomplish these goals with minimal impact on the environment.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 37. Minnesota Statutes 2006, section 174.02, subdivision 13, is amended to read:

Subd. 1a. Mission; efficiency; legidative report, recommendations. It is part of the department's mission that
within the department's resour ces the commissioner shall endeavor to:

(1) prevent the waste or unnecessary spending of public money;

(2) use innovative fiscal and human resource practices to manage the state€'s resources and operate the
department as efficiently as possible;

(3) minimize the degradation of air and water quality;

(4) coordinate the department's activities wherever appropriate with the activities of other governmental
agencies,

{4) (5) use technology where appropriate to increase agency productivity, improve customer service, increase
public access to information about government, and increase public participation in the business of government;
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{5)_(6) utilize constructive and cooperative |abor-management practices to the extent otherwise required by
chapters 43A and 179A,;

{6) (7) report to the legidlature on the performance of agency operations and the accomplishment of agency goals
in the agency's biennial budget according to section 16A.10, subdivision 1; and

A (8) recommend to the legid ature appropriate changes in law necessary to carry out the mission and improve
the performance of the department.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 38. Minnesota Statutes 2006, section 174.03, subdivision 1, is amended to read:

Subdivision 1. Statewidetransportation plan; priorities, schedule of expenditures. In order to best meet the
present and future transportation needs of the public, to insure a strong state economy, to make most efficient use of
public and private funds, to lessen adverse environmental impacts of the transportation sector, and to promote the
more efficient use of energy and other resources for transportation purposes, the commissioner shall:

(1) three months after notification that the department is ready to commence operations and prior to the drafting
of the statewide trangportation plan, hold public hearings as may be appropriate solely for the purpose of receiving
suggestions for future transportation dternatives and priorities for the state. The Metropolitan Council, regiona
development commissions, and port authorities shall appear at the hearings and submit information concerning
transportation-related planning undertaken and accomplished by these agencies. Other political subdivisions may
appear and submit such information at the hearings. These hearings shall be completed no later than six months
from the date of the commissioner's notification;

(2) develop, adopt, revise, and monitor a statewide transportation plan, taking into account the suggestions and
information submitted at the public hearings hed pursuant to clause (1). The plan shal incorporate all modes of
trangportation_including bicycle commutation and recrestion and provide for the interconnection and coordination of
different modes of transportation. The commissioner shall evaluate alternative al transportation programs and
facilities proposed for inclusion in the plan in terms of economic costs and benefits, safety aspects, impact on
present and planned land uses, environmental effects, energy efficiency, national transportation policies and
priorities, and availability of federal and other financia assistance;

(3) based upon the statewide transportation plan, develop statewide transportation priorities and schedule
authorized public capital improvements and other authorized public transportation expenditures pursuant to the
priorities;

(4) complete the plan and priorities required by this subdivision no later than July 1, 1978. Upon completion of
the plan and priorities, the commissioner shall prepare and periodically revise, as necessary, the schedule of
authorized public transportation expenditures. The plan, priorities, and schedule are exempt from the provisions of
the Adminigrative Procedure Act.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 39. Minnesota Statutes 2006, section 174.03, is amended by adding a subdivision to read:

Subd. 10. Highway construction training. (a) The commissioner of transportation shal utilize, to the
maximum amount feasible, federal funds available to this state under United States Code, title 23, section 140,
paragraph (b), to develop, conduct, and adminiser highway construction training, including skill improvement
programs.
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(b) The commissioner of transportation must report by February 1 of each odd-numbered year to the house of
representatives and senate committees having jurisdiction over transportation policy and finance concerning the
commissioner's compliance with paragraph (a). The report must, with respect to each of the two previous calendar
years.

(1) describe the highway construction training and skill improvement programs the commissioner has conducted
and administered;

(2) andyze theresults of the commissioner's training programs;

(3) state the amount of federal funds available to this state under United States Code, title 23, section 140,
paragraph (b); and

(4) identify the amount spent by the commissioner in conducting and administering the programs.

Sec. 40. Minnesota Statutes 2006, section 174.03, is amended by adding a subdivision to read:

Subd. 11. Disadvantaged business enterprise program. (a) The commissiona shal include in each contract
that is funded at least in part by federal funds, sanctions for each contractor who does not meet the established
project disadvantaged business enterprise goal or demonstrate good faith effort to meet the goal.

(b) The commissioner of transportation shall report by February 1 of each odd-numbered year to the house of
representatives and senate committees having jurisdiction over transportation policy and finance concerning the
commissioner's disadvantaged business enterprise program. The report must, with respect to each of the two
previous calendar years.

(1) state the department's annual overall goal, compared with the percentage attained;

(2) explain the methodol ogy, applicable facts, and public participation used to establish the overall goal;

(3) describe good faith efforts to meet the godl, if the goal was not attained;

(4) describe actions to address overconcentration of disadvantaged business enterprises in certain types of work;

(5) state the number of contracts that induded disadvantaged business enterprise goals, the number of
contractors that met established disadvantaged business enterprise goals, and sanctions imposed for lack of good
faith effort; and

(6) describe contracts with no disadvantaged business enterprise goals, and, of those, state number of contracts
and amount of each contract with targeted groups under section 16C.16.

Sec. 41. [174.56] REPORT ON MAJOR HIGHWAY PROJECTS.

Subdivision 1. Report required. The commissioner of transportation shall submit areport on January 15, 2008,
and on January 15 of each year thereafter, on the status of major highway projects under construction or planned
during the year of the report and for the ensuing 15 years. For purposes of this section, a "major_highway project”
is a highway project that has a total cost for all segments that the commissioner estimates at the time of the report
to be at least (1) $25,000,000 in the metropolitan highway construction district, or (2) $10,000,000 in any
nonmetropolitan highway construction district.
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Subd. 2. Report contents. For each major highway project the report must include:

(1) adescription of the project sufficient to specify its scope and location;

(2) a history of the project, including, but not limited to, previous official actions by the department or the
appropriate area transportation partnership, or both, the date on which the project was first included in the state
transportation improvement plan, the cost of the project at that time, the dates of environmental approval, the dates
of municipal approval, the date of fina geometric layout, and the date of establishment of any construction limits;

(3) the project's priority listing or rank within its construction district, if any, as well as the reasons for that
listing or rank, the criteria used in prioritization or rank, any changes in that prioritization or rank since the project
was first included in a department work plan, and the reasons for those changes; and

(4) past and potential future reasons for delay in letting or completing the project.

Sec. 42. Minnesota Statutes 2006, section 222.50, subdivision 7, is amended to read:

Subd. 7. Expenditures. (a) The commissioner may expend money from the rail service improvement account
for the following purposes:

(1) to make transfers as provided under section 222.57 or to pay interest adjustments on loans guaranteed under
the staterail user andrail carrier loan guarantee program;

)] to pay a portlon of the costs of capital |mprovement prOJects desgned to improve rail serwce melﬁdmg

or arail carrier;

(3) to pay a portion of the costs of rehahilitation projects designed to improve rail service of arail user or arail
carrier;

(4) to acquire, maintain, manage, and dispose of railroad right-of-way pursuant to the state rail bank program;

{4) (5) to provide for aerial photography survey of proposed and abandoned railroad tracks for the purpose of
recording and reestablishing by analytical triangulation the existing alignment of the inplace track;

{5) (6) to pay a portion of the costs of acquiring arail line by aregional railroad authority established pursuant to
chapter 398A;

{6} (7) to pay the state matching portion of federal grants for rail-highway grade crossing improvement projects.

(b) All money derived by the commissioner from the disposition of railroad right-of-way or of any other property
acquired pursuant to sections 222.46 to 222.62 shall be deposited in therail service improvement account.

Sec. 43. Minnesota Statutes 2006, section 222.63, subdivision 4, is amended to read:
Subd. 4. Disposition permitted. (a) The commissioner may lease any rail line or right-of-way held in the Sate

rail bank or enter into an agreement with any person for the operation of any rail line or right-of-way for any of the
purposes set forth in subdivision 2 in accordance with afee schedule to be devel oped by the commissioner.
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(b) The commissioner may convey any rail line or right-of-way, for consideration or for no consideration and
upon other terms as the commissioner may determine to be in the public interest, to any other state agency or to a
governmental subdivision of the state having power by law to utilize it for any of the purposes set forth in
subdivision 2.

(c) The commissioner may convey a portion of previoudy acquired rail bank right-of-way to a state agency or
governmental subdivision when the commissioner determines that:

(1) the portion to be conveyed isin excess of that needed for the purposes stated in subdivision 2;

(2) the conveyance is upon terms and conditions agreed upon by both the commissioner and the state agency or
governmental subdivision;

(3) after the sde, therail bank corridor will continue to meet the future public and commercid transportation and
tranamission needs of the state; and

(4) the conveyance will not reduce the width of therail bank corridor to less than 506 100 fest.

(d) The commissioner may lease previousy acquired state rail bank right-of-way to a state agency or
governmental subdivision or to a private entity for nontransportation purposes when:

(1) the portion to be leased isin excess of that needed for the purposes stated in subdivision 2;

(2) the lease will not reduce the useable width of therail bank corridor to less than 50 100 fest;

(3) the cost of the lease is based on the fair market value of the portion to be leased, as determined by appraisal;

(4) the lease allows the commissioner to terminate the lease on 90 days written notice to the lessee; and

(5) the lease prohibits the construction or erection of any permanent structure within the 56-feet_100-foot rail
bank corridor and requires any structure erected on the leased property to be removed and the land restored to its

original condition on 90 days written notice to the lessee.

(e) Proceeds from a sale or lease must be deposited in the raill bank maintenance account described in
subdivision 8.

Sec. 44. Minnesota Statutes 2006, section 222.63, is amended by adding a subdivision to read:

Subd. 9. Rail bank property use; misdemeanors. (a) Except for the actions of road authorities and their
agents, employees, and contractors, and of utilities, in carrying out their duties imposed by permit, law, or contract,
and except as otherwise provided in this section, it is unlawful to perform any of the following activities on rail bank

property:

(1) obstruct any trail;

(2) deposit snow or ice;

(3) remove or place any earth, gravel, or rock without authorization;

(4) obstruct or remove any ditch-draining device, or drain any harmful or dangerous materials;
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(5) erect afence, or place or maintain any advertising, sign, or memorial;

(6) remove, injure, displace, or destroy right-of-way markers or reference or witness monuments or markers
placed to preserve section or quarter-section corners defining rail bank property limits;

(7) drive upon any portion of rail bank property, except at approved crossings, and except where authorized for
snowmobiles, emergency vehicles, or maintenance vehicles;

(8) deface, mar, damage, or tamper with any structure, work, material, sign, marker, paving, guardrail, drain, or
any other rail bank appurtenance; or

(9) park, overhang, or abandon any unauthorized vehicle or implement of husbandry on, across, or over the
limits of rail bank property.

(b) Any violation of this subdivision is amisdemeanor.

(c) The cost to remove, repair, or perform any other corrective action necessitated by a violation of this
subdivision may be charged to the violator.

Sec. 45. Minnesota Statutes 2006, section 299F.60, subdivision 1, is amended to read:

Subdivision 1. Money penalty. Any person who violates any provision of sections 299F.56 to 299F.641, or any
rule issued thereunder, shal-be is subject to a civil penalty to be imposed by the commissioner not to exceed
$10.000 $100,000 for each sueh violation for each day that sueh the violation persists, except that the maximum
civil penalty shalt must not exceed $500,000 $1,000,000 for any related series of violations.

Sec. 46. Minnesota Statutes 2006, section 299J.16, subdivision 1, is amended to read:

Subdivision 1. Civil penalty. (@) A pipeline operator who violates section 299J.07, subdivision 1, or 299J.15, or
the rules of the commissioner implementing those sections, shal forfeit and pay to the state a civil pendty in an
amount to be determined by the court, up to $16,000 $100,000 for each day that the operator remains in violation,
subject to a maximum of $500,000 $1,000,000 for arelated series of violations.

(b) The penalty provided under this subdivision may be recovered by an action brought by the attorney general at
the request of the commissioner, in the name of the state, in connection with an action to recover expenses of the
director under section 299J.13, subdivision 4:

(2) inthe District Court of Ramsey County; or

(2) inthe county of the defendant's residence.

Sec. 47. Minnesota Statutes 2006, section 325F.665, is amended by adding a subdivision to read:

Subd. 14. Title branding. (a) Upon transfer and application for title of all vehicles subject to this section, the

registrar of motor vehicles shal record the term "lemon law vehicle' on the certificate of title and all subseguent
certificates of titlefor that vehicle.

(b) For vehicles with out-of-state titles that bear the term "lemon law vehicle," or any similar term, the registrar
of motor vehicles shal record the term "lemon law vehicle' on the first Minnesota certificate of title and all
subsequent Minnesota certificates of title issued for that vehicle.
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(c) The designation of "lemon law vehicle' on a certificate of title must be made by the registrar of motor
vehiclesin aclear and conspicuous manner, in acolor different from all other writing on the certificate of title.

Sec. 48. CULKIN SAFETY REST AREA.

The commissioner of transportation shall reopen without delay the Culkin safety rest area, located on marked
Interstate Highway 35.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 49. STUDY OF TRANSPORTATION L ONG-RANGE SOLUTIONS.

(a) The commissioner of transportation shall conduct a study in consultation with other state agencies and key
stakeholders to evaluate the current and long-range needs of the stat€'s transportation system, and investigate
possibl e strategies to meet these needs.

(b) The study must include, but is not limited to:

(1) evaluation of the current needs of the state's highway systems, bridges, and transit;

(2) analysis and quantification of the needs for the next 20 years of the state's highway systems, bridges, and
transit;

(3) comparison of estimates of revenues raised by current transportation funding sources, with long-term needs
of the state's transportation system;

(4) identification of options for maintenance and improvement of the state's transportation system with specific
reference to the effects of potential increases in vehicle fue economy, availability of alternative modes of
transportation, and extreme fuel price volatility on future transportati on revenues;

(5) andlysis of alternative pricing options utilized in other states and countries, and their potential for use, public
acceptance, alleviation of congestion, and revenue generation in this state; and

(6) identification of options for road-use pricing, other alternative financing mechanisms with particular
consideration of key environmental impacts such as air quaity, water quality, and greenhouse gas emissions, and
estimates of implementation costs, user costs, and revenue.

(c) The commissioner shal report theresults of the study to the legisature no later than November 1, 2008.

Sec. 50. STUDY AND REPORT ON SPEED LIMITS.

The commissioner of transportation shall report to the chairs of the legidative committees with jurisdiction over
transportation and local government by January 30, 2008, on speed limits on local roads. The commissioner shall
consult with local governments and solicit input from local governments before issuing the report. The report must
include, at a minimum:

(1) whether the current statutory speed limit of 30 miles per hour in urban districts and rural residentia districts
is appropriate, or if there arelocations where the appropriate speed limit is 25 miles per hour;

(2) whether the current statutory speed limit of 55 miles per hour in rural residential districts within a city is
appropriate, or if there arelocations where the appropriate speed limit is 30 miles per hour; and




4376 JOURNAL OF THE HOUSE [55TH DAY

(3) whethe the current definitions of urban district, rural residentia district, and residential roadway are
appropriate, or whether and how they should be changed.

Sec. 51. NONCOMPLIANCE WITH REAL ID ACT.

In order to promote the security and well-being of the people of Minnesota, to avoid unneeded expense to the
people, and to preserve the principles of federaism embodied in the Tenth Amendment to the United States
Constitution, the commissioner of public safety is prohibited from taking any action to implement or to plan for the
implementation by this state of those sections of Public Law 109-13 known asthe Real 1D Act.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 52. NULLIFICATION OF EXPEDITED TOWN ROAD EXTINGUISHMENT.

(a) Any extinguishment of town interest in atown road under Minnesota Statutes, section 164.06, subdivision 2,
ishereby nullified if:

(1) theinterest is not recorded or filed with the county recorder but isrecorded or filed with the county auditor;

(2) the state or a political subdivision has constructed aroad or bridge improvement on a right-of-way affected
by the interest;

(3) the affected road was the only means of access to a property; and

(4) the extinguishment took place within the last ten years.

(b) Notwithstanding Minnesota Statutes, section 164.08, subdivision 1, for any nullification under paragraph (a),
the affected road is hereby deemed to be a cartway. The provisions of Minnesota Statutes, section 164.08,
subdivision 2, apply except that "petitioner” means the property owner for whom the only means of access to a
property is by way of the affected road, and that the petitioner must not be required to pay damages for the land
upon which the cartway is established, the cost of professiona and other services, hearing costs, administrative
costs, recording costs, or other costs and expenses.

(c) For purposes of this section, "affected road" means the road that the town board extinguished town interest in.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 53. REPEALER.

Minnesota Statutes 2006, sections 168A.05, subdivision 5a; and 325E.0951, subdivision 3a, are repeal ed.

ARTICLE 2
TOWING
Section 1. Minnesota Statutes 2006, section 168B.04, subdivision 2, is amended to read:

Subd. 2. Unauthorized vehicles. (@) Units of government and peace officers may take into custody and
impound any unauthorized vehicle under section 169.041.
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(b) A vehicle may also be impounded after it has been left unattended in one of the following public or private
locations for the indicated period of time;
(1) inapublic location not governed by section 169.041:
(i) on ahighway and properly tagged by a peace officer, four hours,

(ii) located so as to congtitute an accident or traffic hazard to the traveling public, as determined by a peace
officer, immediately; er

(iii) located so as to congtitute an accident or traffic hazard to the traveling public within the Department of
Transportation's eight-county metropolitan district, as determined by an authorized employee of the department's
freeway service patrol, immediately; or

{5 (iv) that is a parking facility or other public property owned or controlled by a unit of government, properly
posted, four hours; or

(2) on private property:

(i) that is single-family or duplex residential property, immediately;

(ii) that is private, nonresidential property, properly posted, immediately;

(iii) that is private, nonresidential property, not posted, 24 hours;

(iv) that is private, nonresidential property of an operator of an establishment for the servicing, repair, or
maintenance of motor vehicles, five business days after notifying the vehicle owner by certified mail, return receipt
requested, of the property owner's intention to have the vehicle removed from the property; or

(v) that is any residentia property, properly posted, immediately.

() When a tow is requested under paragraph (b), clause (1) (iii), the department shall ensure that the tower
initidly requested to remove the vehicle is given the opportunity, to the greatest reasonable extent, to actually
conduct and complete all towing operations requested; provided that, the owner of the vehicle to be towed has not

aready requested that another tower remove the vehicle, in which case the tower contacted by the owner must be
given thefirs reasonable opportunity to conduct the towing operations required.

EFFECTIVE DATE. Thissection is effective August 1, 2007.

Sec. 2. Minnesota Statutes 2006, section 169.041, subdivision 1, is amended to read:
Subdivision 1. Towing authority. For purposes of this section, "towing authority" means.

(1) any local authority authorized by section 169.04 to enforce the traffic laws, and also-theludes a private
towing company authorized by alocal authority te-tew-vehicles-on-behatf-of-that-local-autherity.; or

(2) an authorized employee of the Department of Transportation's freeway service patrol within the department's
eight-county metropolitan district, and also includes a private towing company authorized by the department to tow
vehicles on behalf of the department.

EFFECTIVE DATE. Thissection is effective August 1, 2007.
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Sec. 3. Minnesota Statutes 2006, section 169.041, subdivision 2, is amended to read:

Subd. 2. Towing order required. A towing authority may not tow a motor vehicle from public property unless
a peace officer or parking enforcement officer has prepared, in addition to the parking citation, a written towing
report describing the motor vehicle and the reasons for towing. The report must be signed by the officer and the tow
driver. Within the Department of Transportation's e ght-county metropolitan district, an authorized employee of the
department's freeway service patrol may order a tow from a trunk highway after preparing a written towing report
provided by the Minnesota State Patrol. A citation need not be issued before the employee orders a tow. The
department employee shall ensurethat the tower initially requested to remove the vehicle is given the opportunity, to
the greatest reasonabl e extent, to actually conduct and complete all towing operations requested; provided that, the
owner of the vehicle to be towed has not already requested that another tower remove the vehicle, in which case the
tower contacted by the owner must be given the first reasonable opportunity to conduct the towing operations
required.

EFFECTIVE DATE. Thissection is effective August 1, 2007.

Sec. 4. Minnesota Statutes 2004, section 169.86, is amended by adding a subdivision to read:

Subd. 8. Tow truck. A tow truck or towing vehicle, when towing a disabled or damaged vehicle to a place of
repair or to a place of safekeeping, may exceed the length and weight limitations of this chapter, subject to a $300
annual permit fee and such conditions as the commissioner may prescribe.

ARTICLE 3
TRANSIT
Section 1. Minnesota Statutes 2006, section 174.24, subdivision 2a, is amended to read:
Subd. 2a. Eligible activities. Activities éligible for assistance under the program include but are not limited to:
(2) planning and engineering design for transit services and facilities;

(2) capital assistance to purchase or refurbish transit vehicles and other capital expenditures necessary to provide
atrandt service;

(3) operating assistance as provided under subdivision 3b; and

(4) partnership creation to coordinate and supplement services of county, local, and private transit providers,

(5) design and operation of regional call centers; and

(6) other assistance for public transit services that furthers the purposes of section 174.21.

EFFECTIVE DATE. Thissection is effective July 1, 2007.

Sec. 2. Minnesota Statutes 2006, section 174.255, is amended by adding a subdivision to read:

Subd. 1a. Service standard. The commissioner shall require any paratransit project that serves disabled
individuals and receives assistance under section 174.24 to alow passengers to schedule trips up to four days in
advance.

EFFECTIVE DATE. Thissection is effective January 1, 2010.
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Sec. 3. Minnesota Statutes 2006, section 174.29, is amended by adding a subdivision to read:

Subd. 4. Supplementary paratransit. The commissioner shall facilitate the creation of partnerships among
paratransit providers, including, but not limited to, medica assistance transportation providers, to supplement and
coordinate with available county and local transit service.

EFFECTIVE DATE. Thissection is effective July 2, 2007.

Sec. 4. Minnesota Statutes 2006, section 174.29, is amended by adding a subdivision to read:

Subd. 5. Intercounty service. The commissioner shall require providers of service to enter into regional
intercounty service agreements with adjacent counties. The commissioner, in cooperation with state agencies that
assist, provide, reimburse, or regulate special transportation services, shall establish a reimbursement mechanism to
facilitate reimbursement for intercounty trips.

EFFECTIVE DATE. Thissection is effective January 1, 2010.

Sec. 5. Minnesota Statutes 2006, section 174.29, is amended by adding a subdivision to read:

Subd. 6. One-stop call centers. The commissioner shal promote, support, and facilitate the establishment and
operation of one-stop regional call centers that assist cdlers in arranging the most efficient and cost-effective
available rides while meeting passengers needs for special equipment.

EFFECTIVE DATE. Thissection is effective January 1, 2010.

Sec. 6. Minnesota Statutes 2006, section 174.30, subdivision 4, is amended to read:

Subd. 4. Vehicle and equipment inspection, rules, decal; _complaint contact information. (a) The
commissioner shall ingpect or provide for the ingpection of vehicles at least annually. In addition to scheduled
annual ingpections and reinspections scheduled for the purpose of verifying that deficiencies have been corrected,
unannounced ingpections of any vehicle may be conducted.

(b) On determining that a vehicle or vehicle equipment is in a condition that is likely to cause an accident or
breakdown, the commissioner shall require the vehicle to be taken out of service immediately. The commissioner
shall require that vehicles and equipment not meeting standards be repaired and brought into conformance with the
standards and shall require written evidence of compliance from the operator before allowing the operator to return
the vehicleto service.

(c) The commissioner shall provide in the rules procedures for inspecting vehicles, removing unsafe vehicles
from service, determining and requiring compliance, and reviewing driver qudifications.

(d) The commissioner shadl design a distinctive decal to be issued to special transportation service providers with
acurrent certificate of compliance under this section. A decal isvalid for one year from the last day of the month in
which it isissued. A person who is subject to the operating standards adopted under this section may not provide
special transportation service in avehicle that does not conspicuoudy display a decal issued by the commissioner.

(e) Special transportation service providers shall prominently display in each vehicle all contact information for
the submission of complaints regarding the transportation services provided to that individual.

EFFECTIVE DATE. Thissection is effective July 1, 2007.
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Sec. 7. Minnesota Statutes 2006, section 174.30, subdivision 9, is amended to read:

Subd. 9. Cemplaint-data; Complaints; report; data classification. (a) The commissioner shall investigate all
complaints over which the commissioner has jurisdiction regarding special transportation service providers
regulated under this section.

(b) By January 15, 2008, and in every subsequent even-numbered year by January 15, the commissioner shall
submit a report to the chairs and ranking minority members of the house of representatives and senate committees
having jurisdiction over transportation policy and finance. The report must identify each complaint investigated by
the commissioner under paragraph (a), including but not limited to any findings and steps taken for resolution of the
complaint.

(€) When information is furnished to the Department of Transportation that alleges a violation of this section, an
operating standard adopted under this section, or section 174.315, the following data are classified as confidential
data or protected nonpublic data:

(1) names of complainants;

(2) complaint letters, and

(3) other unsalicited data when furnished by a person who is not the subject of the data and who is not a
department employee.

EFFECTIVE DATE. Thissection is effective July 1, 2007.

Sec. 8. Minnesota Statutes 2006, section 221.091, subdivision 2, is amended to read:

Subd. 2. Local licensing of small vehicle passenger service. A city that licenses and regulates small vehicle
passenger service must do so by ordinance. The ordinance must, a a minimum, provide for driver qualifications,
insurance, vehicle safety, and periodic vehicle inspections. A city that has adopted an ordinance complying with
this subdivision may enforce the registration requirement in section 221.021. A person who provides small vehicle
passenger service to an individual for the purpose of obtaining honemergency medical care and who receives
reimbursement under section 256B.0625, subdivision 17, for providing the service, must comply with the rules of
the commissioner adopted under section 174.30.

EFFECTIVE DATE. Thissection is effective July 1, 2007.

Sec. 9. Minnesota Statutes 2006, section 473.1466, is amended to read:

473.1466 TRANSPORTATION SYSTEM PERFORM ANCE AUBHHTRANSH- EVALUATION.

plan, the counC|I must carry out a performmceeudﬁ eval uation of the eemmuting metropolitan area's transportation

system as awhole. The performance audit evaluation must:

(1) evaluate the eemmuting area's ability to meet the region'sheeds need for effective and efficient transportation
of goods and people;;

(2) evaluate future trends and their impacts on the region's area's transportation systems-and;
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(3) assess the region's success in meeting the currently adopted regional transportation benchmarks; and

(4) include an evaluation of the regional transit system, including a comparison with peer metropolitan regions
with regard to key operating and investment measurements.

(b) The council must update the evaluation of the regiona transit system every two years.

(c) The council shall use the results of the performance evaluation to make recommendations for improving the
system_in each revision of the transportation palicy plan. i

fundirgrreasdres:

(d) The council must conduct a peer review of the performance evaluation using a least two nationaly

recognized transportation and transit consultants.

(e) The council must submit the performance evaluation to the chairs and ranking minority members of the house
of representatives and senate committees and divisions with jurisdiction over transportation finance and policy.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 10. Minnesota Statutes 2006, section 473.166, is amended to read:
473.166 CONTROLLED ACCESS;, FRANSHFIXED-GUIBDEWAY- APPROVAL.

Before acquiring land for or constructing a controlled access highway er-transit-fixed-guidenay in the area, the
state Transportation Department or local government unit proposing the acquisition or construction shall submit to
the council a statement describing the proposed project. The statement must be in the form and detail required by
the council. The council shall review the statement to ascertain its consistency with its policy plan and the
development guide. No project may be undertaken unless the council determinesthat it is consistent with the policy
plan. Thisapproval isin addition to the requirements of any other statute, ordinance or rule.

Sec. 11. Minnesota Statutes 2006, section 473.386, subdivision 1, isamended to read:

Subdivision 1. Service objectives. The council shall implement a special transportation service, as defined in
section 174.29, in the metropolitan area. The service hasthe following objectives:

() to provide greater access to transportation for the elderly, people with disabilities, and others with special
trangportation needs in the metropolitan ares;

(b) to develop an integrated system of special transportation service providing transportation tailored to meet
special individual needs in the most cost-efficient manner; and

(c) to use exigting public, private, and private nonprofit providers of service wherever-possible when feasible and
cost-efficient, to supplement rather than replace existing service, and to increase the productivity of all special
trangportation vehicles available in the area

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 12. Minnesota Statutes 2006, section 473.386, subdivision 2, isamended to read:

Subd. 2. Service contracts, management; transportation accessibility advisory committee. (a) The council
may contract for services necessary for the provision of special transportation. Transportation service provided
under a contract must specify the service to be provided, the standards that must be met, and the rates for operating
and providing special transportation services.

(b) The council shall establish management policies for the service and may contract with a service adminigtrator
for day-to-day adminigtration and management of the service. Any contract must delegate to the service
adminigrator clear authority to administer and manage the delivery of the service pursuant to council management
palicies and must establish performance and compliance standards for the service administrator. The council may
provide directly day to day adminigtration and management of the service and may own or lease vehicles used to
provide the service.

(c) The council shall ensure that the service administrator establishes a system for registering and expeditiously
responding to complaints by users, informing users of how to register complaints, and requiring providers to report
on incidents that impair the safety and well-being of users or the quality of the service.

(e) The council shall provide, on an annud basis, an opportunity for users and other interested personsto provide
testimony to the council concerning services provided under this section.

{e} (f) The council shall establish a Transportation Accessibility Advisory Committee consisting of 15 members
and a chair to advise the council on management policies for the council's special transportation service. The
Trangportation Accessibility Advi sory Commlttee must mcl ude elderly and di %\bled persons, other users of special
transportation service, al .
representatives of appropriate agenmes for elderly and dlsabled persons te—adwse—the—eewqeﬂ—emﬁmagemeq{
peheﬁ—ter—the—%mee At leagt haf the Transportatlon Accblllty Advisory Committee members must be
y persons who are both ADA-certified and
users of public transut in the metropolltan aea. Two of the appointments to the Transportation Accessibility
Advisory Committee shall be made by the Council on Disability in consultation with the chair of the Metropolitan
Council.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 13. Minnesota Statutes 2006, section 473.386, subdivision 2a, is amended to read:

Subd. 2a. Eligibility eertifieation_application and verification; penalty for fraudulent certification. If the
council requires a person to be certified as digible for special transportation services, an applicant for certification
must submit an application form and the appllcantsellm bility must beverlfled bv atvpe of professional specified by
the council. The council shall in i Ity . . nd:
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(1) require the applicant to sign the application form and certify that the application information is accurate; and

(2) require the person eertn‘ymg erlfylng theappheaq{ appllcmts ellcubllltv to S|gn the digibility eertification
verification form and the-g . certify that the
verifying information is accurate.

The penalty provided for in section 174.295, subdivision 4, applies to the certifications by the applicant and the
person verifying the applicant's digibility. The council must include a notice of the penalty for fraudulent
certification in the application form and the dligibility verification form.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 14. Minnesota Statutes 2006, section 473.386, subdivision 3, isamended to read:
Subd. 3. Dutiesof council. Inimplementing the special transportation service, the council shall:

() encourage participation in the service by public, private, and private nonprofit providers of specia
transportation currently receiving capital or operating assistance from a public agency;

(b) when feasible and cost-efficient, contract with public, private, and private nonprofit providers that have
demonstrated their ability to effectively provide service at areasonable cost;

(c) encourage individuals using special transportation to use the type of service most appropriate to their
particular needs;

{e} (d) require special trandt service providers to allow passengers to schedule trips up to four days in advance

and encourage shared rides to the greatest extent practicable;

{H _(e) encourage public agencies that provide transportation to eigible individuals as a component of human
services and educationa programs to coordinate with this service and to allow reimbursement for transportation
provided through the service at ratesthat reflect the public cost of providing that trangportation;

{g)_(f) establish criteriato be used in determining individual digibility for special transportation services,

{h) () consult with the Transportation Accessibility AdV| sory Commlttee in atimely manner before chang& are
made in the provision of special transportation services

{_(h) provide for effective administration and enforcement of council policies and standards; and

) (i) ensure that, taken as a whole including contracts with public, private, and private nonprofit providers, the
geographic coverage area of the special transportation service is continuous within the boundaries of the transit
taxing district, as defined as of March 1, 2006, in section 473.446, subdivision 2.

EFFECTIVE DATE. This section is effective the day following final enactment, except that paragraph (d) is
effective January 1, 2010.
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Sec. 15. Minnesota Statutes 2006, section 473.399, is amended to read:

473.399 TRANSIT WAYS, LIGHT RAIL TRANSIT AND COMMUTER RAIL PLANNING IN
METROPOLITAN AREA.

Subdivision 1. General requirements. (a) The council must identify in its transportation policy plan those
heavily traveled corridors where development of a transit way may be feasible and cost effective.  Modes of
providing service in a transit way may include bus rapid transit, light rail transit, commuter rail, or other available
systems or technol ogies that improve transit service.

(b) After the completion of environmental studies and receipt of input from the governing body of each statutory
and home rule charter city, county, and town in which a transit way is proposed to be constructed, the council must
designate the locally preferred alternative transit mode with respect to the corridor.

(¢) The council shall adept-a-plan-te ensure that_any light rail trangt facilities that are designated as the locally
preferred alternative and that are to be constructed in the metropolitan area will be acquired, developed, owned, and

capable of operation in an efficient, cost-effective, and coordinated manner in coordination with buses and other
transportation modes and facilities. . ‘ i i i

' 3y i _(_) Constructron of Ilght ral transrt facrlltles ina partlcular
transit corridor may not commence unl&s and untll that mode is desr qnated as the Iocallv preferred alternatlve for
that corrldor bv the councrl MY

Subd. la. Integrated transportation system. The commissioner of transportation and the Metropolitan
Council shall ensure that the light rail transit and commuter rail facilities are planned, designed, and implemented:
(1) to move commuters and transit users into and out of, as well as within, the metropolitan area, and (2) to ensure
that rail transit lines will interface with each other and other transportation facilities and services so as to provide a
unified, integrated, and efficient multimodal transportation system.

Subd. 4. Expenditure of state funds. No state funds may be expended by the Metropolitan Council to study a
particular light rail trangt or commuter rail facility unless the funds are appropriated in legidation that identifies the
route, including the origin and destination.

Sec. 16. Minnesota Statutes 2006, section 473.3993, subdivision 1, is amended to read:

Subdivision 1. Application. The definitions in this section apply to seetion-473-3994 sections 473.3993 to
473.3997.

Sec. 17. Minnesota Statutes 2006, section 473.3993, is amended by adding a subdivision to read:

Subd. 4. Responsible authority. "Responsible authority" means either the Metropolitan Council or the state of
Minnesota acting through the commissioner of transportation, as designated by the governor under section 473.3994,
subdivision 1a for aparticular light rail transit facility.
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Sec. 18. Minnesota Statutes 2006, section 473.3993, subdivision 3, is amended to read:

Subd. 3. Final design plan. "Final design plan” means a light rail transit plan that includes the items in the
preliminary design plan and the preliminary engineering plan for the facilities proposed but with greater detail and
specificity needed for construction. The final design plan must include, at a minimum:

(1) final plans for the physical design of facilities, including the right-of-way definition; environmental impacts
and mitigation measures; intermodal coordination with bus operations and routes; and civil engineering plans for
vehicles, track, stations, parking, and access, including disability access; and

(2) final plans for civil engineering for dectrification, communication, and other similar facilities, operational
rules, procedures, and strategies; capital costs; ridership; operating costs and revenues, and sources of funds for
operating subsidies; financing for construction and operation; an implementation method; and other similar matters.

The final design plan must be stated with sufficient particularity and detail to allow the proposer to begin the
acquisition and construction of operable facilities. 1f a design-build implementation method is proposed, instead of
civil engineering plans the final design plan mugt state detailed design criteria and performance standards for the
facilities.

Sec. 19. Minnesota Statutes 2006, section 473.3994, is amended to read:

473.3994 LIGHT RAIL TRANSIT; DESIGN PLANS.

Subd. 1a. Designation of responsible authority. For each proposed light rail trangt facility in the metropolitan
area, the governor must designate either the Metropalitan Council or the state of Minnesota acting through the
commissioner of transportation as the entity responsible for planning, designing, acquiring, constructing, and
equipping the facility. Notwithstanding such designation, the commissioner and the council may enter into one or
more cooperative agreements with respect to the planning, designing, acquiring, constructing, or equipping of a
particular light rail transit facility that provide for the partiesto exercise their respective authorities in support of the
project in amanner that best serves the project and the public.

Subd. 2. Preliminary design plans, public hearing. Before fina design plans are prepared for a light rall
trangit facility in the metropolitan area, the commissioner—of-transportation responsible authority and the regiona
railroad authority or authorities in whose jurisdiction the line or lines are located must hold a public hearing on the
physical design component of the preliminary design plans. The eommissioner—ef—transpertation_responsible
authority and the regional railroad authority or authorities in whaose jurisdiction the line or lines are located must
provide appropriate public notice of the hearing and publicity to ensure that affected parties have an opportunity to
present their views at the hearing. The eemmissioner_responsible authority shall summarize the proceedings and
testimony and maintain the record of a hearing held under this section, including any written statements submitted.

Subd. 3. Preliminary design plans; local approval. (a) At least 30 days before the hearing under subdivision
2, the eommissioner—of-transpertation responsible authority shall submit the physical design component of the
preliminary design plans to the governing body of each statutory and home rule charter city, county, and town in
which the route is proposed to be located. The city, county, or town shall hold a public hearing. Within 45 days
after the hearing under subdivision 2, the city, county, or town shall review and approve or disapprove the plans for
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the route to be located in the city, county, or town. A local unit of government that disapproves the plans shal
describe specific amendments to the plans that, if adopted, would cause the local unit to withdraw its disapproval.
Failure to approve or disapprove the plans in writing within 45 days after the hearing is deemed to be approval,

unless an extension of time is agreed to by the city, county, or town and the commissioner—of—transpertation
responsible authority.

Subd. 4. Preliminary design plans; council referral. If the governing body of one or more cities, counties, or
towns draapproves the prellmlnary design plans Wlthln the perlod dlowed under subdrvrsron 3, theeemmlssrener—ef

councrl shaII hold ahearlng on the plans, g|V| ng the commissioner of transportatlon |f the respons bIe authorltv any
disapproving local governmental units, and other persons an opportunity to present their views on the plans. The
council may conduct independent study as it deems desirable and may mediate and attempt to resolve disagreements
about the plans. Within 90 60 days after the referral_hearing, the council shall review the plans submitted-by-the
commissioner-of-transpertation-and-the-coune and shall decide what amendmentsto the plans, if any, must be made
to accommodate the objections presented by the disapproving local governmenta units. Fhe-commissioner—shalt
make-the Amendments to the plans as decided by the council must be made before continuing the planning and
designing process.

Subd. 5. Final design plans. (@) If the final design plansincorporate a substantia change from the preliminary
design plans with respect to location, length, or termini of routes;, general dimension, eevation, or alignment of
routes and crossings; location of tracks above ground, below ground, or at ground level; or station locations, before
beginning construction, the eemmmissioner_responsible authority shall submit the changed component of the final
design plans to the governing body of each statutory and home rule city, county, and town in which the changed
component is proposed to be located. Within 60 days after the submission of the plans, the city, county, or town
shall review and approve or disapprove the changed component located in the city, county, or town. A local unit of
government that disapproves the change shall describe specific amendments to the plans that, if adopted, would
cause the local unit to withdraw its disapproval. Failure to approve or disapprove the changed plans in writing
within thetime period is deemed to be approval, unless an extension is agreed to by the city, county, or town and the
commissioner respons ble authority.

(b) If the governing body of one or more crtlea countlea or towns dlsapproves the changed plans Wlthln the
period allowed under paragraph (a), the eommi ay—re a mme
]Lunedmtlens,—tetheMetrepehtmGeuneHJhecouncrI shall review theflnal desrgn plans under the same procedure

and with the same effect as provided in subdivision 4 for preliminary design plans.

Subd. 7. Council review. If the commissioner isthe responsible authority, before proceeding with construction
of alight rail trangit facility, the commissioner must submit preliminary and fina design plans to the Metropolitan
Council. The council mug review the plans for consistency with the council's development guide and approve the
plans.

Subd. 8. Metropalitan significance. This section does not diminish or replace the authority of the council
under section 473.173.

Subd. 9. Light rail transit operating costs. (@) Before submitting an application for federal assistance for light
rail trangit facilities in the metropolitan areg, the applicant-must-provide-to-the Metropolitan Council estimates must
prepare an estimate of the amount of operating subsidy which will be required to operate light rail trangt in the
corridor to which the federal assistance would be applied. The inrfermation-provided-to-the-coduneil_estimate must
indicate the amount of operating subsidy estimated to be required in each of the first ten years of operation of the
light rail trangit facility. If the commissioner of transportation is the responsible authority, the commissioner must
provide information requested by the council that isnecessary to make the estimate.
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(b) The council must review and eval uate the infermationprevided estimate developed under paragraph (a) with
regard to the effect of operating the light rail trangt facility on the currently available mechanisms for financing
trangit in the metropolitan area.

Subd. 10. Corridor Management Committee. The responsible authority must establish a Corridor
Management Committee shall-be-established to advise the eommissioner—of-transpertation_responsible authority in
the design and construction of light rail transit in each corridor to be constructed. The Corridor Management
Committee for each corridor shall consist of the following members:

(1) one member appointed by each city and county in which the corridor is located;
(2) the commissioner of trangportation or a designee of the commissioner;

(3) two members appointed by the Metropolitan Council, one of whom shall be designated as the chair of the
committee;

(4) one member appointed by the Metropolitan Airports Commission, if the designated corridor provides direct
service to the Minneapolis-St. Paul International Airport; and

(5) one member appointed by the president of the University of Minnesota, if the designated corridor provides
direct service to the university.

The Corridor Management Committee shall advise the eommissionerof-transpertation responsible authority on
issues relating to the-alternatives-analysis; environmental review, preliminary design, preliminary engineering, final
design, implementation method, and construction of light rail transit_in the corridor.

Subd. 13. Dispute resolution. In the event of a dispute between any of the parties arising from the parties
respective authority and responsibility under this section, the dispute shall be submitted to the Metropolitan Council
for final resolution by any party to the dispute. The Metropolitan Council shall establish by-July-1,-1993; a process
to ensure a prompt and speedy resolution of the dispute. This process shall allow the parties to provide evidence and
testimony in support of their positions.

Subd. 14. Transfer of facility after construction. If the commissione of transportation is the responsible
authority for a particular light rail transit facility, the commissioner must transfer to the Metropolitan Council al
facilities constructed and all equipment and property acquired in developing the facility upon completion of
construction.

Sec. 20. [473.3995] LIGHT RAIL TRANSIT; DESIGN-BUILD METHOD.

(a) A responsible authority may use a design-build method of project development and construction for light rail
transit. Notwithstanding any law to the contrary, a responsible authority may award a design-build contract on the
basis of requests for proposals or requests for qualifications without bids. "Design-build method of project
development and construction” means a project delivery system in which a single contractor is responsible for both
the design and construction of the project and bids the design and construction together.

(b) If aresponsible authority utilizes a design-build method of project devel opment and construction for light rail
transit, the requirements and procedures in sections 161.3410 to 161.3426 apply to the procurement, subject to the
following conditions and exceptions:
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(1) if the Metropolitan Council is the responsible authority for a particular light rail transit project, when used in
sections 161.3410 to 161.3426, (i) the terms "commissioner," "Minnesota Department of Transportation,”
"department,” "state agencies," and "road authority” refer to the Metropolitan Council, and (ii) theterm "state" refers
to the Metropalitan Council except in references to state law or in references to the state as a geographical |ocation;

(2) the provisions of section 161.3412, subdivisions 3 and 4, are not applicabl e to the procurement; and

(3) if any federal funds are used in developing or constructing the light rail transit project, any provisions in
sections 161.3410 to 161.3426 that are inconsistent with, or prohibited by, any federal law, regulation, or other
reguirement are not applicable to the procurement.

Sec. 21. Minnesota Statutes 2006, section 473.3997, is amended to read:

473.3997 FEDERAL FUNDING; LIGHT RAIL TRANSIT.

(a) Upon completion of the alternatives anadysis and draft environmenta impact statement, and selection of the

Iocallv preferred alternatlve for %heeer%rd—eemder—traqsﬂ—rmprevement—prejeet each light rail transit facility, the
, Al responsible authority may
prepareajemt an appllcatl on for federal assrstance for the Ilght ral transrt faewmaﬂ%hemetrepemeprereafaclllty
If the commissioner isthe responsible authority, the application must be reviewed and approved by the Metropolitan
Council before it is submitted by the-ceunei-and the commissioner. In reviewing the application the council must
consider the infermation-submittedte-i operating cost estimate developed under section 473.3994, subdivision 9.

(b) & ‘ Except for the designated responsible authority
for a partlcular Ilqht ral transrt facility, no political subdrvrsron in the metropolitan area may on its own apply for
federal assigance for light rail trangit planning or construction.

Sec. 22. [473.3999] LIGHT RAIL TRANSIT CONSTRUCTION IN THE METROPOLITAN AREA;
COUNCIL AUTHORITY.

The Metropalitan Council may exercise the powers granted in this chapter and in other applicable law, as
necessary, to plan, design, acquire, construct, and equip light rail transit facilities in the metropolitan area as defined
in section 473.121, subdivision 2.

Sec. 23. Minnesota Statutes 2006, section 473.4051, is amended to read:
473.4051 LIGHT RAIL TRANSIT OPERATION.

The council shall operate all light rail trandt facilities and services located in the metropolitan area upon

completion of construction of the facilities and the commencement of revenue service using the facilities. The

council may not allow the commencement of revenue service until after an

appropriate period of acceptance testing to ensure safe and satisfactory performance. In assuming the operation of

the system, the council must comply with section 473.415. The council shall coordinate operation of the light rail

transit system with bus service to avoid duplication of service on aroute served by light rail transit and to ensure the
widest possible access to light rail transit linesin both suburban and urban areas by means of a feeder bus system.

Sec. 24. Minnesota Statutes 2006, section 473.408, is amended by adding a subdivision to read:

Subd. 8. Charitable organization discount passes. The council may offer passes, including tokens, for regular
route bus service for sale to charitable organizations, described in section 501(c)(3) of the Internal Revenue Code, at
aspecial discount.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 25. REPEALER.

(2) Minnesota Statutes 2006, sections 473.1465; and 473.247, are repeal ed.

(b) Laws 1999, chapter 230, section 44, isrepealed.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 26. EFFECTIVE DATE.

Sections 10 and 15 to 23 are effective the day following final enactment and apply in the counties of Anoka,
Carver, Dakota, Hennepin, Ramsey, Scott, and Washington.

ARTICLE 4
REGISTRATION PLATES
Section 1. Minnesota Statutes 2006, section 168.10, subdivision 13, is amended to read:

Subd. 1a. Coallector's vehicle, pioneer Heense plate. (a) Any motor vehicle manufactured prior to 1936 and
owned and operated solely as a collector's item shall be listed for taxation and registration as follows: An affidavit
shall be executed stating the name and address of the owner, the name and address of the person from whom
purchased, the make of the motor vehicle, year and number of the model, the manufacturer's identification number
and that the vehicleis owned and operated solely as a collector's item and not for general transportation purposes. If
the registrar_commissioner is satisfied that the affidavit is true and correct and the owner pays a $25 tax and the plate
fee authorized under section 168.12, the registrar commissioner shall list such vehicle for taxation and registration
and shall issue asingle number plate.

(b) The number plate so issued shall bear the inscription "Pioneer," "Minnesota" and the registration number or
other combination of characters authorized under section 168.12, subdivision 2a, but no date. The number plateis
valid without renewal aslong asthe vehicleisin existencein Minnesota. The registrar commissioner has the power
to revoke said plate for failureto comply with this subdivision.

Sec. 2. Minnesota Statutes 2006, section 168.10, subdivision 1b, is amended to read:

Subd. 1b. Collector's vehicle, classic car heense plate. (a) Any motor vehicle manufactured between and
including the years 1925 and 1948, and designated by the registrar-of-metor-vehicles commissioner as a classic car
because of its fine design, high engineering sandards, and superior workmanship, and owned and operated solely as
a collector's item shall be listed for taxation and regigration as follows: An affidavit shall be executed stating the
name and address of the owner, the name and address of the person from whom purchased, the make of the motor
vehicle, year and number of the moddl, the manufacturer's identification number and that the vehicle is owned and
operated solely as a collector's item and not for general transportation purposes. |If the registrar_ commissioner is
satisfied that the affidavit is true and correct and that the motor vehicle qualifies to be classified asaclassic car, and
the owner pays a $25 tax_and the plate fee authorized under section 168.12, the registrar commissioner shall list such
vehicle for taxation and registration and shall issue a single number plate.

(b) The number plate so issued shall bear the inscription "Classic Car," "Minnesota," and the registration number
or other combination of characters authorized under section 168.12, subdivision 2a, but no date. The number plate
is valid without renewal as long as the vehicle is in existence in Minnesota. The registrar_ commissioner has the
power to revoke said plate for failure to comply with this subdivision.



4390

JOURNAL OF THE HOUSE

(c) Thefollowing cars built between and including 1925 and 1948 are classic:

A.C.

Adler

Alfa Romeo
Alvis

Amilcar

Aston Martin
Auburn

Audi
Austro-Daimler
AvionsVoisin 12
Bentley
Blackhawk
B.M.W.

Brewster (Heart-front Ford)
Bugatti

Buick

Cadillac

Chrysler

Cord
Cunningham
Dagmar
Daimler
Delage
Deahaye
Doble
Dorris
Duesenberg
du Pont
Franklin
Frazer Nash

Speed 20, 25, and 4.3 litre.

All 8-cylinder and 12-cylinder models.

Models 327, 328, and 335 only.

1931 through 1942: series 90 only.

All 1925 through 1935.

All 12'sand 16's.

1936-1948: Series 63, 65, 67,

70, 72, 75, 80, 85 and 90 only.
1938-1947: 60 specid only.

1940-1947: All 62 Series.

1926 through 1930: Imperia 80.

1929: Imperid L.

1931 through 1937: Imperid Series CG,
CH, CL, and CW.

All Newports and Thunderbolts.

1934 CX.

1935 C-3.

1936 C-11.

1937 through 1948: Custom Imperid,
Crown Imperial Series C-15, C-20, C-24,
C-27, C-33, C-37, and C-40.

Model 25-70 only.

All models except 1933-34 Olympic Sixes.

[55TH DAY
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Graham
Graham-Paige
Hispano Suiza
Horch
Hotchkiss
Invicta

| sotta Fraschini
Jaguar

Jordan

Kissd

Lagonda
Lancia
LaSale
Lincaln

Lincoln Continental
Locomobile

Marmon

Maybach
McFarlan
Mercedes Benz
Mercer

M.G.

Minerva

Nash

Packard

WEDNESDAY, APRIL 25, 2007

1930-1931: Series 137.
1929-1930: Series 837.

Speedway Series'Z' only.

1925, 1926 and 1927: Model 8-75.

1928: Model 8-90, and 8-90 White Eagle.
1929: Model 8-126, and 8-90 White Eagle.
1930: Model 8-126.

1931: Model 8-126.

1927 through 1933 only.

All modelsK, L, KA, and KB.
1941: Modd 168H.

1942: Modd 268H.

1939 through 1948.

All models 48 and 90.

1927: Modd 8-80.

1928: Mode 8-80.

1929: Models 8-80 and 8-88.
All 16-cylinder models.
1925: Modd 74.

1926: Modd 74.

1927: Modd 75.

1928: Modd E75.

1931: Modd 88, and Big 8.

All models 2.2 litres and up.
6-cylinder models only.

1931 Series 8-90.

1932: Series 9-90,

Advanced 8, and Ambassador 8.
1933-1934: Ambassador 8.

1925 through 1934: All models.
1935 through 1942: Models 1200,
1201, 1202, 1203, 1204, 1205, 1207,
1208, 1400, 1401, 1402, 1403, 1404,
1405, 1407, 1408, 1500, 1501, 1502,
1506, 1507, 1508, 1603, 1604, 1605,

4391
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Peerless

Pierce Arrow
Railton
Renault

Reo

Revere
Roamer

Rohr

Rolls Royce
Ruxton
Salmson
Squire

Stearns Knight

Stevens Duryea

Steyr
Studebaker
Stutz
Sunbeam
Talbot
Triumph
Vauxhal
Vaisin

Wills Saint Claire
(d) No commercial vehicles such as hearses, ambulances, or trucks are considered to be classic cars.

Sec. 3. Minnesota Statutes 2006, section 168.10, subdivision 1c, is amended to read:

JOURNAL OF THE HOUSE

1607, 1608, 1705, 1707, 1708, 1806,
1807, 1808, 1906, 1907, 1908, 2006,
2007, and 2008 only.

1946 and 1947: Models 2106 and
2126 only.

1926 through 1928: Series 69.
1930-1931: Custom 8.

1932: Ddluxe Custom 8.

Grand Sport model only.
1930-1931: Royale Custom 8, and
Series 8-35 and 8-52 Elite 8.
1933: Royale Custom 8.

1925: Series 8-88, 6-54¢, and 4-75.
1926: Series 4-75e, and 8-88.
1927-1928:; Series 8-88.

1929: Series 8-88, and 8-125.
1930: Series 8-125.

1929-1933: President, except model 82.

Dolomite 8 and Gloria 6.
Series 25-70 and 30-98 only.

[55TH DAY

Subd. 1c. Collector'svehicle, collector plate. (a) The owner of any self-propelled motor vehicle, including any
truck, (1) that is (i) at least 20 model yearsold, or (ii) at least ten model years old and with a body or engine style of
which not more than 500 were manufactured in or imported into the United States in any model year, (2) that was
manufactured after 1935, and (3) that is owned and operated solely as a collector's vehicle, shall list the vehicle for
taxation and registration as provided in paragraph (b).



55TH DAY] WEDNESDAY, APRIL 25, 2007 4393

(b) The owner shal execute an affidavit stating (1) the name and address of the person from whom purchased
and of the new owner, (2) the make of the motor vehicle, (3) the year and number of the mode, (4) the
manufacturer's identification number, (5) in the case of a vehicle described in paragraph (a), clause (1)(ii), that the
vehicle has abody or engine style of which not more than 500 were manufactured or imported into the United States
in any moddl year, and (6) that the vehicle is owned and operated soldly as a collector's item and not for generd
transportation purposes.

(c) The owner shall provide a statement of the manufacturer or importer regarding the number of vehicles
manufactured or imported during the model year.

(d) The owner shall also prove that the owner aso has one or more vehicles with regular license plates.
If the regisirar commissione is satisfied that the affidavit is true and correct and the owner pays a $25 tax_and the

plate fee authorized under section 168.12, the registrar_commissioner shall lig the vehicle for taxation and
registration and shall issue a single number plate.

(e) The number plate issued shall bear the inscription "Collector," "Minnesota," and the registration number or
other combination of characters authorized under section 168.12, subdivision 2a, but no date. The number plateis
valid without renewal aslong asthe vehicleisin existencein Minnesota. The registrar commissioner has the power
to revoke the plate for failure to comply with this subdivision.

Sec. 4. Minnesota Statutes 2006, section 168.10, subdivision 1d, is amended to read:

Subd. 1d. Codllector's vehicle, street rod Heense plate. Any modernized motor vehicle manufactured prior to
the year 1949 or designed and manufactured to resemble such vehicle shall be listed for taxation and registration as
follows:

An affidavit shal be executed stating the name and address of the person from whom purchased and of the new
owner, the make of the motor vehicle, year number of model, and the manufacturer's identification number. The
affidavit shall further state that the vehicle is owned and operated solely as a street rod and not for general
trangportation purposes. The owner must aso prove that the owner has one or more vehicles with regular license
plates. If the registrar commissioner is satisfied that the affidavit is true and correct and the owner pays a $25 tax
and the plate fee authorized under section 168.12, the registrar commissioner shall list such vehicle for taxation and
registration and shall issue a single number plate.

The number plate issued shall bear the inscription "Street Rod", "Minnesota' and the registration number or
other combination of characters authorized under section 168.12, subdivision 2a, but no date. The number plateis
valid without renewal aslong asthe vehicleisin existencein Minnesota. The registrar commissioner has the power
to revoke such plate for failure to comply with this subdivision.

Sec. 5. Minnesota Statutes 2006, section 168.10, subdivision 1g, is amended to read:

Subd. 1g. Original plates. A vehicle registered pursuant to subdivision 1a, 1b, 1c or 1d may in lieu of being
issued number plates by the registrar commissioner display origina Minnesota number plates issued in the same
year as the model year of the car on which they are displayed. The number of the origina plates must be provided

to the Fegl&lﬁef commissioner. The orlglnal plates must be in good condltlon md—shdJ—beu%d—m—paw&ene%ebe

. OrlglnaJ Minnesota number plates shall not be
u%d |f the number on the origina pIaIe is |dent|cd to anumber on any current streetrod plate or any other platein a
numbering system used by the registrar_commissioner without written authorization from the commissioner. Any
person currently using plates issued pursuant to subdivision 1a, 1b, 1c or 1d shall return those plates to the registrar
commissioner before substituting original plates. The registrar—may commissioner shall charge a fee of $10 for
registering the number on original plates.
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Sec. 6. Minnesota Statutes 2006, section 168.10, subdivision 1h, is amended to read:

Subd. 1h. Collector military vehicle. (a) A motor vehicle, including a truck, shall be listed and registered
under this section if it meets the following conditions:

(1) itisat least 20 years old;

(2) its first owner following its manufacture was a branch of the armed forces of the United States and it
presently conforms to the vehicle specifications required during the time of military ownership, or it has been
restored and presently conforms to the specifications required by a branch of the armed forces for the modd year
that the restored vehicle could have been owned by that branch of the armed forces; and

(3) it is owned by a nonprofit organization and operated solely as a collector's vehicle. For purposes of this
subdivision, "nonprofit organization" means a corporation, society, association, foundation, or ingtitution organized
and operated exclusively for historical or educational purposes, no part of the net earnings of which inures to the
benefit of a private individual.

(b) The owner of the vehicle shall execute an affidavit stating the name and address of the person from whom
purchased and of the new owner; the make, year, and model number of the motor vehicle; the manufacturer's
identification number; and the collector military vehicle identification number, if any, located on the exterior of the
vehicle. The affidavit must affirm that the vehicle is owned by a nonprofit organization and is operated solely as a
collector's item and not for general transportation purposes. If the registrar commissioner is satisfied that the
affidavit is true and correct and the owner pays a $25 tax_and the plate fee authorized under section 168.12, the
registrar commissioner shall lig the vehicle for taxation and registration and shall issue number plates. The number
plates shall bear the inscriptions "Collector” and "Minnesota' and the registration number, but no date. The number
plates are valid without renewal aslong asthe vehicleisin existencein Minnesota The registrar commissioner may
revoke the plates for failure to comply with this subdivision.

(c) Notwithstanding section 168.09, 168.12, or other law to the contrary, the owner of a registered collector
military vehicle is not required to display registration plates on the exterior of the vehicle if the vehicle has an
exterior number identification that conforms to the identifying system for military vehicles in effect when the
vehicle was last owned by the branch of the armed forces of the United States or in effect in the year to which the
collector military vehicle has been restored. However, the state registration plates must be carried in or on the
collector military vehicle at all times.

(d) The owner of a registered collector military vehicle that is not required to display registration plates under
paragraph (c) may tow a registered trailer behind it. The trailer is not required to display registration plates if the
trailer:

(1) does not exceed a grass weight of 15,000 pounds;

(2) otherwise conformsto registration, licensing, and safety laws and specifications;

(3) conforms to military specifications for appearance and identification;

(4) isintended to represent and does represent amilitary trailer; and

(5) carriesregistration plates on or in thetrailer or the collector military vehicle towing thetrailer.
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Sec. 7. Minnesota Statutes 2006, section 168.10, subdivision 1i, is amended to read:

Subd. 1i. Collector platetransfer. Notwithstanding section 168.12, subdivision 1, on payment of atransfer fee
of $5, platesissued under this section may be transferred to another vehicle owned or jointly owned by the person to
whom the special plates wereissued or the plate may be assigned to another owner. In addition to the transfer fee a
new owner must pay the $25 plate tax er and any fee required by section 168.12, subdivision 2a. The $5 fee must be
paid into the state treasury and credited to the highway user tax distribution fund. License plates issued under this
section may not be transferred to avehicle not eligible for the collector's vehicle license plates.

Sec. 8. Minnesota Statutes 2006, section 168.12, subdivision 1, is amended to read:

Subdivison 1. Plates, desgn, visibility, periods of issuance. (a) The commissioner, upon approval and
payment, shall issue to the applicant the plates required by this chapter, bearing the state name and an assigned
vehicle registration number. The number assigned by the commissioner may be a combination of a letter or sign
with figures. The color of the plates and the color of the abbreviation of the state name and the number assigned
must be in marked contrast. The plates must be lettered, spaced, or distinguished to suitably indicate the registration
of the vehicle according to the rules of the commissioner.

(b) When a vehicle is registered on the basis of total gross weight, the plates issued must clearly indicate by
letters or other suitable insignia the maximum gross weight for which the tax has been paid.

(c) The plates must be so treated asto be at |east 100 times brighter than the conventional painted number plates.
When properly mounted on an unlighted vehicle, the plates, when viewed from a vehicle equipped with standard
headlights, must be visible for a distance of not less than 1,500 feet and readable for a distance of not less than 110
feet.

(d) The commissioner shall issue plates for the following periods:

(1) New plates issued pursuant to section 168.012, subdivision 1, must be issued to a vehicle for as long as the
vehicle is owned by the exempt agency and the plate shall not be transferable from one vehicle to another but the
plate may be transferred with the vehicle from one tax-exempt agency to another.

(2) Plates issued for passenger automobiles must be issued for a seven-year period. All platesissued under this
paragraph must be replaced if they are seven years old or older at the time of registration renewal or will become so
during the registration period.

(3) Platesissued under sections 168.053 and 168.27, subdivisions 16 and 17, must be for a seven-year period.

(4) Plates issued under subdivisions 2c and 2d and section 168.123 must be issued for the life of the veteran
under section 169.79.

issued for the life of the vehicle.

(5) Plates for any vehicle not specmed in clauses (1) to (3)—exeept—fer—tra#epsﬂashereaﬁer—prewdedr must be

(e) In a year in which plates are not issued, the commissoner shall issue for each registration a sticker to
designate the year of registration. This sticker must show the year or years for which the sticker is issued, and is
valid only for that period. The plates and stickers issued for a vehicle may not be transferred to another vehicle
during the period for which the sticker isissued, except when issued for a vehicle registered under section 168.187.
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(f) Despite any other provision of this subdivision, plates issued to a vehicle used for behind-the-whed
instruction in a driver education course in a public school may be transferred to another vehicle used for the same
purpose without payment of any additional fee. The public school shall notify the commissioner of each transfer of
plates under this paragraph. The commissioner may prescribe a format for notification.

Sec. 9. Minnesota Statutes 2006, section 168.12, subdivision 2, is amended to read:

Subd. 2. Amateur radio licensee; special plates, rules. (a) The commissioner shall issue amateur radio plates
to an applicant who:

(1) isan owner of a passenger automobile or recrestional motor vehicle;
(2) isaresident of this state;

(3) holds an official amateur radio station license or a citizens radio service class D license, in good standing,
issued by the Federal Communi cations Commission;

(4) pays theregistration tax required under section 168.013;
(5) pays afee of $10 for each set of special plates and any other fees required by this chapter; and
(6) complies with this chapter and rules governing the registration of motor vehicles and licensing of drivers;

(b) In lieu of the registration number required for identification under subdivision 1, the plates must indicate the
official amateur call letters of the applicant, as assigned by the Federal Communi cations Commission, and the words
"AMATEUR RADIO."

(c) This provision for the issue of special plates applies only if the applicant's motor vehicleis aready registered
in Minnesota so that the applicant has valid regular Minnesota plates issued for that motor vehicle under which to
operateit during the timethat it will take to have the necessary special plates made.

(d) If owning more than one motor vehicle of the type specified in this subdivision, the applicant may apply for
special plates for each ef-net-merethan-twe-meter-vehieles motor vehicle and, if each application complies with this
subdivision, the commissioner shall furnish the applicant with the special plates, indicating the official amateur call
letters and other digtinguishing information as the commissioner considers necessary, for each of the twe mator
vehicles.

(e) The commissioner may make reasonable rules governing the use of the special plates as will assure the full
compliance by the owner of the special plates, with all existing laws governing the registration of motor vehiclesand
the transfer and use of the plates.

(f) Despite any contrary provision of subdivision 1, the special plates issued under this subdivision may be
transferred by an owner to another motor vehicle listed in paragraph (a) and registered to the same owner, upon the
payment of afee of $5. The commissioner must be notified before the transfer and may prescribe a format for the
notification.

Sec. 10. Minnesota Statutes 2006, section 168.12, subdivision 2a, is amended to read:
Subd. 2a. Personalized plates; rules. (a) The commissioner shall may issue personalized plates or, if requested

for special plates issued under section 168.123 for veterans, 168.124 for medal of honor recipients, or 168.125 for
former prisoners of war, applicable personalized specid veterans plates, to an applicant who:
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(1) isan owner of a passenger automobile including a passenger automabile registered as a classic car, pioneer
car, collector car, or street rod; any truck with a manufacturer's nominal rated capacity of one ton or less and
resembling a pickup truck; a motorcycle, including a classic motorcycle; a motorized bicycle; a commuter van as
defined in section 168.126; or arecreational meter vehicle;

(2) pays a onetime fee of $100 and any other fees required by this chapter;
(3) pays theregistration tax required by this chapter for the motor vehicle; and
(4) complies with this chapter and rules governing registration of maotor vehicles and licensing of drivers.

(b) The commissioner shall charge a replacement fee for personalized license plates and personaized special
veterans plates issued under section 168.123 as specified in subdivision 5. This fee must be paid by the applicant
whenever the personalized plates are required to be replaced by law, except that as provided in section 168.124,
subdivision 3, and 168.125, subdivision 1b, no fee may be charged to replace plates issued under those sections.

(©) In lieu of the registration number assigned as provided in subdivision 1, personalized plates and personalized
special veterans plates mugt have imprinted on them a series of not more than seven numbers and letters, or five
numbers and lettersfor personalized special veterans plates, in any combination and, as applicable, satisfy the design
reguirements of section 168.123, 168.124, or 168.125. When an applicant has once obtained personalized plates or
personalized special veterans plates, the applicant shal have a prior claim for similar personaized plates or
personalized special veterans plates in the next succeeding year as long as current motor vehicle registration is
maintained.

(d) The commissioner shall adopt rules in the manner provided by chapter 14, regulating the issuance and
transfer of personalized plates and personalized special veterans plates. No words or combination of letters placed
on these plates may be used for commercial advertising, be of an obscene, indecent, or immoral nature, or be of a
nature that would offend public morals or decency. The call signals or letters of aradio or television station are not
commercial advertisng for the purposes of this subdivision.

(e) Despite the provisions of subdivision 1, personalized plates and personalized special veterans plates issued
under this subdivison may be transferred to another motor vehicle liged in paragraph (a) and owned by the
applicant, upon the payment of a fee of $5.

(f) The commissioner may by rule specify the format for notification.

(9) A personalized plate or personalized special veterans plate issued for a classic car, pioneer car, collector car,
street rod, or classic motorcycle may not be transferred to a vehicle not igible for such aplate.

(h) Despite any law to the contrary, if the personalized license plates are lost, stolen, or destroyed, the applicant
may apply and must be issued duplicate license plates bearing the same combination of letters and numbers and the
same design as (1) the former personalized plates or personalized special veterans plates under section 168.123 upon
the payment of the fee required by section 168.29 or (2) the former personalized special veterans plates issued under
section 168.124 or 168.125, without charge.

Sec. 11. Minnesota Statutes 2006, section 168.12, subdivision 2b, is amended to read:

Subd. 2b. Firefighters; special plates, rules. (a) The commissioner shall issue specia plates, or a single
license platein the case of amotorcycle plate, to any applicant who:
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(1) is both a member of a fire department receiving state aid under chapter 69 and an owner of a passenger
automobile, a truck with a manufacturer's nominal rated capacity of one ton and resembling a pickup truck, or a
motorcycle;

(2) pays afee of $10 and any other fees required by this chapter;

(3) pays theregistration tax required by this chapter for the motor vehicle; and

(4) complies with this chapter and rules governing the registration of motor vehicles and licensing of drivers.

(b) Inlieu of the identification required under subdivision 1, the special plates must bear an emblem of a Maltese
Cross together Wlth any numbers or characters preecrlbed by the commissioner. Neo-apphicant-shall-receive-more

() Specia plates issued under this subdivision may only be used during the period that the owner of the motor
vehicleis a member of a fire department as specified in this subdivision. When the individual to whom the special
plates were issued is no longer a member of a fire department or when the motor vehicle ownership is transferred,
the owner shall remove the specia plates from the motor vehicle. If the commissioner receives written notification
that an individual is no longer qualified for these special plates, the commissioner shall invalidate the plates and
netify the individua of this action. The individual may retain the plate only upon demonstrating compliance with
the qualifications of this subdivision. Upon removal or mvalldatlon of the special platei or specid motorcycle
plate, either the owner or purchaaer of the motor vehlcle' r

ptat&werersaaed shall obtaln reqular plates ora reqular motorcvc e Iate for the proper reqrstratlon classrfrcatron
for the motor vehicle.

(d) A special motorcycle license plate issued under this subdivison must be the same size as a standard
motorcycle license plate.

(e) Upon payment of afee of $5, plates issued under this subdivision for a passenger automobile or truck may be
transferred to another passenger automobile or truck owned or jointly owned by the person to whom the plates were
issued. On payment of a fee of $5, a plate issued under this subdivision for a motorcycle may be transferred to
another motorcycle owned or jointly owned by the person to whom the plate was i ssued.

(f) The commissioner may adopt rules under the Adminigrative Procedure Act, sections 14.001 to 14.69, to
govern theissuance and use of the special plates authorized in this subdivision.

Sec. 12. Minnesota Statutes 2006, section 168.12, subdivision 2c, is amended to read:

Subd. 2c. National Guard; special plates rules. (a) The commissioner shall issue special plates to any
applicant who:

(1) is aregularly enlisted, commissioned, or retired member of the Minnesota National Guard, other than an
inactive member who isnot aretired member, and isan owner of a passenger automobile;

(2) pays afee of $10 and any other fees required by this chapter;
(3) pays theregistration tax required by this chapter; and

(4) complies with this chapter and rules governing the registration of motor vehicles and licensing of drivers.
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(b) The adjutant general shall design the emblem for these special plates subject to the approval of the
commissioner.

{d)_(c) Specia plates issued under this subdivision may only be used during the period that the owner of the
motor vehicle is an active or retired member of the Minnesota Nationa Guard as specified in this subdivision.
When the individual to whom the special plates were issued is no longer an active or retired member of the
Minnesota National Guard, the special plates must be removed from the vehicle by the owner. [f the commissioner
receives written notification that an individual isno longer qualified for these special plates, the commissioner shall
invalidate the plates and notify the individua of this action. The individual may retain the plate only upon
demonstrating compliance with the qualifications of this SUdeVISIOﬂ Upon removal or mveildatlon of the spemd
platea either the owner or purchaser of the motor vehlcle' - ‘ 28

pl ates for the motor vehlcle

{e) (d) While the person is an active or retired member of the Minnesota National Guard, plates issued pursuant
to this subdivision may be transferred to another motor vehicle owned by that individual upon payment of a fee of
$5.

B _(e) For purposes of this subdivision, "retired member" means an individual placed on the roll of retired
officers or roll of retired enlisted members in the Office of the Adjutant Genera under section 192.18 and who is not
deceased.

{g)_(f) The commissioner may adopt rules under the Administrative Procedure Act to govern the issuance and
use of the special plates authorized by this subdivision.

Sec. 13. Minnesota Statutes 2006, section 168.12, subdivision 2d, is amended to read:

Subd. 2d. Ready Reserve; special plates, rules. (a) The commissioner shal issue special platesto an applicant
who:

() isnot digiblefor special National Guard plates under subdivision 2c, isamember of the United States armed
forces ready reserve as described in United States Code, title 10, section 10142 or 10143,_or a retired reserve as
described in United States Code, title 10, section 10154, and is an owner of a passenger automobile;

(2) pays afee of $10 and any other fees required by this chapter;
(3) pays theregistration tax required by this chapter; and
(4) complies with this chapter and rules governing the registration of motor vehicles and licensing of drivers.

(b) The commissioner of veterans affairs shal design the emblem for these special plates subject to the approval
of the commissioner.

{d)_(c) Specia plates issued under this subdivision may only be used during the period that the owner of the
motor vehicle isamember of the ready reserve. When the owner is no longer a member, the special plates must be
removed from the motor vehicle by the owner. 1f the commissioner receives written notification that an individual is
no longer qualified for these special plates, the commissioner shall invalidate the plates and notify the individua of
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this action. Theindividual may retain the plate only upon demonstrating compliance with the qualifications of this
subdivision. On remewnq removal or mvalldatlon of the specral platea elther the owner or purchaser of the motor
vehicle
ter—whreh—the%peeral—ptat&wer&rssued shal obtaln reqular plates for the motor vehlcle Whlle the owner is a
member of the ready reserve, plates issued under this subdivision may be transferred to another motor vehicle
owned by that individual on paying afee of $5.

{e)_(d) The commissioner may adopt rules under the Administrative Procedure Act to govern the issuance and
use of the special plates authorized by this subdivision.

Sec. 14. Minnesota Statutes 2006, section 168.12, subdivision 2e, is amended to read:

Subd. 2e. Volunteer ambulance attendants; special plates. (a) The commissioner shal issue special license
plates to an applicant who:

(1) isavolunteer ambulance attendant as defined in section 144E.001, subdivision 15, and owns a motor vehicle
taxed as a passenger automobile;

(2) pays theregistration tax required by this chapter for the motor vehicle;
(3) pays afee of $10 and any other fees required by this chapter; and

(4) complies with this chapter and rules governing the registration of motor vehicles and licensing of drivers.

{e)_(b) An individual may use special plates issued under this subdivision only during the period that the
individual isavolunteer ambulance attendant. When the individual to whom the special plates were issued ceasesto
be a volunteer ambulance attendant, the individual shal remove each set of special plates issued. If the
commissioner receives written notification that an individual is no longer qualified for these special plates, the
commissioner shal invalidate the plates and notify the individua of this action. Theindividual may retain the plate
only upon demonstrating compliance with the qudifications of this subdivision. When ownership of the motor
vehlcle |s transferred, the mdrvrdual shal remove the specia plates from that motor vehicle. On removal _or

Specral plates issued under this subdivision may be transferred to another motor vehicle owned by the vol unteer
ambulance attendant on payment of a fee of $5.

{d)_(c) The commissioner may adopt rules governing the design, issuance, and sale of the specia plates
authorized by this subdivision.

ARTICLES
VEHICLE SIZE, WEIGHT, AND LOAD RESTRICTIONS
Section 1. Minnesota Statutes 2006, section 169.01, subdivision 78, is amended to read:

Subd. 78. Recreational vehicle combination. (a) "Recreationa vehicle combination” means a combination of
vehicles consisting of a full-size pickup truck as-defined-in-section-168.011subdivision-29, attached by means of a

fifth-wheel coupling to a eamper-semitraiter midd e vehicle which has hitched to it atrailer earrying-a-watereraft-as



55TH DAY] WEDNESDAY, APRIL 25, 2007 4401

(b) For purposes of this subdivision:,

&) a "fifth-whed coupling” is a coupling between a camper-semitraiter middle vehicle and a towing full-size
pickup truck in which a portion of the weight of the eamper-semitrailer towed middle vehicle is carried over or
forward of therear axle of the towing pickup.

Sec. 2. Minnesota Statutes 2006, section 169.01, is amended by adding a subdivision to read:

Subd. 92. Full-size pickup truck. "Full-size pickup truck” means any truck with a manufacturer's nominal
rated carrying capacity of one ton or less and commonly known as or resembling a pickup truck.

Sec. 3. Minnesota Statutes 2006, section 169.81, subdivision 2, is amended to read:

Subd. 2. Length of single vehicle; exceptions. (a) Statewide, no single vehicle may exceed 40 45 feet in
overal length, including load and front and rear bumpers, except:

{&) mobile cranes, which may not exceed 48 feet in overall length;.

(b) Statewide, no semitrailer may exceed 48 feet in overall length, including bumper and load, but excluding
non-cargo-carrying eguipment, such as refrigeration units or air compressors, necessary for safe and efficient
operation and located on the end of the semitrailer adjacent to the truck-tractor. However, statewide, a single
semitrailer may exceed 48 feet, but not 53 feet, if the distance from the kingpin to the centerline of the rear axle
group of the semitrailer does not exceed 43 feet.

(c) Statewide, no single trailer may have an overall length exceeding 45 feet, including the tow bar assembly but
exclusive of rear bumpersthat do not increase the overall length by more than six inches.

(d) For determining compliance with this subdivision, the length of the semitrailer or trailer must be determined
separately from the overall length of the combination of vehicles.

(e) No semitrailer or trailer used in a three-vehicle combination may have an overall length in excess of 28-1/2
feet, exclusive of:

(1) non-cargo-carrying accessory equipment, including refrigeration units or air compressors and upper coupler
plates, necessary for safe and efficient operation, located on the end of the semitrailer or trailer adjacent to the truck
or truck-tractor;
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(2) the tow bar assembly; and
(3) lower coupler equipment that isafixed part of therear end of the first semitrailer or trailer.

EFFECTIVE DATE. Thissection is effective August 1, 2007.

Sec. 4. Minnesota Statutes 2006, section 169.81, subdivision 3c, is amended to read:

Subd. 3c. Recreational vehicle combination. Notwithstanding subdivision 3, a recregtional vehicle
combination may be operated without a permit if:

(1) the combination does not consist of more than three vehicles, and the towing rating of the full-size pickup
truck isequd to or greater than the total weight of all vehicles being towed;

(2) the combination does not exceed 70 feet in length;

{4} the operator of the combination isat least 18 years of age;

{5)_(4) the trailer_is only carrying a watercraft, motorcycle, motorized bicycle, off-highway motorcycle,
snowmobile, al-terrain vehicle, motorized golf cart, or equestrian equipment or supplies, and meets all requirements
of law;

{6) (5) the trailers vehicles in the combination are connected to the full-size pickup truck and each other in
conformity with section 169.82; and

{A_(6) the combination is not operated within the seven-county metropolitan area, as defined in section 473.121,
subdivision 2, during the hours of 6:00 am. to 9:00 am. and 4:00 p.m. to 7:00 p.m. on Mondays through Fridays.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 5. Minnesota Statutes 2006, section 169.823, subdivision 1, is amended to read:

Subdivision 1. Pneumatic-tired vehicle. No vehicle or combination of vehicles equipped with pneumatic tires
shall be operated upon the highways of this sate:

(1) where the gross weight on any wheel exceeds 9,000 pounds, except that on paved county state-aid highways,
paved county roads, designated local routes, and state trunk highways the gross weight on any single wheel shall not
exceed 10,000 pounds unless posted;

(2) where the gross weight on any single axle exceeds 18,000 pounds, except that on paved county state-aid
highways, paved county roads, designated local routes, and state trunk highways the gross weight on any single axle
shall not exceed 20,000 pounds unless posted;

(3) where the maximum wheel load:

(i) on the foremost and rearmost steering axles, exceeds 600 pounds per inch of tire width or the manufacturer's
recommended load, whichever isless; or
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(ii) on other axlea exceeds 500 pounds per inch of tire width or the manufacturers recommended load,
whrcheverlsl WA '

(4) where the gross weight on any axle of a tridem exceeds 15,000 pounds, except that for vehicles to which an
additional axle has been added prior to June 1, 1981, the maximum gross weight on any axle of a tridem may be up
to 16,000 pounds provided the gross weight of the tridem combination does not exceed 39,900 pounds where the
first and third axles of the tridem are spaced nine feet apart;

(5) where the gross weight on any group of axles exceeds the weights permitted under sections 169.822 to
169.829 with any or al of the interior axles disregarded, and with an exterior axle disregarded if the exterior axleis
avariableload axle that is not carrying its intended weight, and their gross weights subtracted from the gross weight
of all axles of the group under consideration.

Sec. 6. Minnesota Statutes 2006, section 169.824, subdivision 2, is amended to read:

Subd. 2. Gross vehicle weight of all axles. (a) Notwithstanding the provisions of section 169.85, the gross
vehicle weight of all axles of a vehicle or combination of vehicles shall must not exceed:

(2) 80,000 pounds for any vehicle or combination of vehicles on all state (i) trunk highways as defined in section
160.02, subdivision 29, and-for—al (i) routes designated under section 169.832, subdivision 11, and (iii) paved
county highways, including paved county state-aid highways,

(2) 88,000 pounds for any vehicle or combination of vehicles with six or more axles while exclusively engaged
in hauling livestock on all state trunk highways other than interstate highways, if the vehicle has a permit under
section 169.86, subdivision 5, paragraph (k);_and

3 73 280 pounds for any vehlcle or combl nation of vehlcles with five axles or lesson all routea other than starte

(b) Notwithstanding the maximum weight provisions of this section and section 169.85, and in order to promote
the reduction of fuel use and emissions because of engine idling, the maximum gross vehicle weight limits and the
axle weight limits for any motor vehicle subject to sections 169.80 to 169.88 and equipped with idle reduction
technology must be increased by the amount of weight necessary to compensate for the weight of the idle reduction
technology, not to exceed 400 pounds. At the request of an authorized representative of the Department of
Transportation or Department of Public Safety the vehicle operator shall provide proof that the vehicle is equipped
with this technology through documentation or demonstration.
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Sec. 7. Minnesota Statutes 2006, section 169.8261, is amended to read:
169.8261 GROSSWEIGHT LIMITATIONS; FOREST PRODUCTS.

(a) A vehicle or combination of vehicles hauling raw or unfinished forest products, including wood chips, paper,
pulp, oriented strand board, laminated strand lumber, hardboard, trested lumber, untreasted lumber, or barrel staves,
by the most direct route to the nearest highway that has been designated under section 169.832, subdivision 11, may
be operated on any highway with gross weights permitted under sections 169.822 to 169.829 without regard to load
restrictions imposed on that highway, except that the vehicles must:

(1) comply with seasonal load restrictions in effect between the dates set by the commissioner under section
169.87, subdivision 2;

(2) comply with bridgeload limits posted under section 169.84;
(3) be equipped and operated with six axles and brakes on all wheels;

(4) not exceed 90,000 pounds gross weight, or 98,000 99,000 pounds gross weight during the time when
seasonal increases are authorized under section 169.826;

(5) not be operated on interstate and defense highways,

(6) obtain an annua permit from the commissioner of transportation;

(7) obey all road postings, and

(8) not exceed 20,000 pounds gross weight on any single axle.

(b) A vehicle operated under this section may exceed the legal axle weight limits listed in section 169.824 by not
more than 12.5 percent; except that, the weight limits may be exceeded by not more than 22.5 percent during the
time when seasond increases are authorized under section 169.826, subdivision 1.

Sec. 8. Minnesota Statutes 2006, section 169.86, subdivision 5, is amended to read:

Subd. 5. Fee; proceeds deposited; appropriation. The commissioner, with respect to highways under the
commissioner's jurisdiction, may charge a fee for each permit issued. All such fees for permits issued by the
commissioner of transportation shall be deposited in the state treasury and credited to the trunk highway fund.
Except for those annual permits for which the permit fees are specified el sewhere in this chapter, the fees shall be:

(a) $15 for each single trip permit.

(b) $36 for each job permit. A job permit may beissued for like loads carried on a specific route for a period not
to exceed two months. "Like loads" means|oads of the same product, weight, and dimension.

(c) $60 for an annual permit to be issued for a period not to exceed 12 consecutive months. Annual permits may
beissued for:

(1) motor vehicles used to aleviate atemporary crisis adversdly affecting the safety or well-being of the public;

(2) motor vehicles which travel on interstate highways and carry loads authorized under subdivision 1a;
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(3) motor vehicles operating with gross weights authorized under section 169.826, subdivision 1a;
(4) special pulpwood vehicles described in section 169.863;

(5) motor vehicles bearing snowplow blades not exceeding ten feet in width; and

(6) noncommercia transportation of a boat by the owner or user of the boat-; and

(7) motor vehicles carrying bales of agricultural products authorized under section 169.862.

(d) $120 for an oversize annua permit to be issued for a period not to exceed 12 consecutive months. Annual
permits may be issued for:

(1) mobile cranes;

(2) construction equipment, machinery, and supplies;

(3) manufactured homes and manufactured storage buildings,

(4) implements of husbandry when the movement isnot made according to the provisions of paragraph (i);

(5) double-deck buses;

(6) commercial boat hauling; and

(7) three-vehicle combinations conssting of two empty, newly manufactured trailers for cargo, horses, or
livestock, not to exceed 28-1/2 feet per trailer; provided, however, the permit allows the vehicles to be moved from a
trailer manufacturer to a trailer dealer only while operating on twin-trailer routes designated under section 169.81,
subdivision 3, paragraph (c).

(e) For vehicles which have axle weights exceeding the weight limitations of sections 169.822 to 169.829, an
additional cost added to the fees listed above. However, this paragraph applies to any vehicle described in section
168.013, subdivision 3, paragraph (b), but only when the vehicle exceeds its gross weight allowance set forth in that
paragraph, and then the additional cost is for all weight, including the allowance weight, in excess of the permitted
maximum axle weight. The additional cost is equal to the product of the distance traveled times the sum of the
overweight axle group cost factors shown in the following chart:

Overweight Axle Group Cost Factors

Cost Per Mile For Each Group Of:

Weight (pounds)
exceeding weight Two consecutive axles Three consecutive axles Four consecutive axles
limitations spaced within spaced within spaced within
on axles 8 feet or less 9 feet or less 14 feet or less
0-2,000 A2 .05 .04
2,001-4,000 A4 .06 .05

4,001-6,000 18 .07 .06



4406 JOURNAL OF THE HOUSE [55TH DAY
6,001-8,000 .21 .09 07
8,001-10,000 .26 .10 .08
10,001-12,000 .30 12 09
12,001-14,000 Not permitted A4 11
14,001-16,000 Not permitted A7 A2
16,001-18,000 Not permitted .19 15
18,001-20,000 Not permitted Not permitted .16
20,001-22,000 Not permitted Not permitted .20

The amounts added are rounded to the nearest cent for each axle or axle group. The additional cost does not apply
to paragraph (), clauses (1) and (3).

For a vehicle found to exceed the appropriate maximum permitted weight, a cost-per-mile fee of 22 cents per ton, or
fraction of aton, over the permitted maximum weight isimposed in addition to the norma permit fee. Miles must
be calculated based on the distance already traveled in the state plus the distance from the point of detection to a
transportation loading site or unloading site within the state or to the point of exit from the state.

(f) As an dternative to paragraph (€), an annual permit may be issued for overweight, or oversize and
overweight, construction equipment, machinery, and supplies. The feesfor the permit are as follows:

Gross Weight (pounds) of Vehicle Annual Permit Fee

90,000 or less $200
90,001 - 100,000 $300
100,001 - 110,000 $400
110,001 - 120,000 $500
120,001 - 130,000 $600
130,001 - 140,000 $700
140,001 - 145,000 $800

If the gross weight of the vehicleis more than 145,000 pounds the permit fee is determined under paragraph (e).

(g) For vehicles which exceed the width limitations set forth in section 169.80 by more than 72 inches, an
additional cost equal to $120 added to the amount in paragraph (a) when the permit is issued while seasona load
restrictions pursuant to section 169.87 arein effect.

(h) $85 for an annual permit to be issued for a period not to exceed 12 months, for refuse-compactor vehicles
that carry a gross weight of not more than: 22,000 pounds on a single rear axle; 38,000 pounds on a tandem rear
axle; or, subject to section 169.828, subdivision 2, 46,000 pounds on atridem rear axle. A permit issued for up to
46,000 pounds on atridem rear axle must limit the gross vehicle weight to not more than 62,000 pounds.

(i) For vehicles exclusively transporting implements of husbandry, an annua permit fee of $24. A vehicle
operated under a permit authorized by this paragraph may be moved at the discretion of the permit holder without
prior route approval by the commissioner if:
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(1) thetotal width of thetransporting vehicle, including load, does not exceed 14 fest;

(2) the vehicle is operated only between sunrise and 30 minutes after sunset, and is not operated at any time after
12:00 noon on Sundays or holidays,

(3) the vehicle isnot operated when visibility isimpaired by weather, fog, or other conditions that render persons
and other vehicles not clearly visible at 500 feet;

(4) the vehicle displays at the front and rear of the load or vehicle a pair of flashing amber lights, as provided in
section 169.59, subdivision 4, whenever the overall width of the vehicle exceeds 126 inches; and

(5) the vehicleis not operated on a trunk highway with a surfaced roadway width of less than 24 feet unless such
operation isauthorized by the permit.

A permit under this paragraph authorizes movements of the permitted vehicle on an interstate highway, and
movements of 75 miles or more on other highways.

(j) $300 for a mator vehicle described in section 169.8261. The fee under this paragraph must be deposited as
follows:

(1) infiscal years 2005 through 2010:

(i) the first $50,000 in each fiscal year must be deposited in the trunk highway fund for costs related to
administering the permit program and inspecting and posting bridges;

(ii) all remaining money in each fiscal year must be deposited in a bridge inspection and signing account in the
special revenue fund. Money in the account is appropriated to the commissioner for:

(A) ingpection of local bridges and identification of local bridges to be posted, including contracting with a
consultant for some or dl of these functions; and

(B) erection of weight-posting signson local bridges; and
(2) infiscal year 2011 and subseguent years must be deposited in the trunk highway fund.

(k) Beginning August 1, 2006, $200 for an annual permit for a vehicle operating under authority of section
169.824, subdivision 2, paragraph (a), clause (2).

Sec. 9. Minnesota Statutes 2006, section 169.862, is amended to read:
169.862 PERMIT FOR WIDE LOAD OF BALED AGRICULTURAL PRODUCT.

Subdivision 1. Annual permit authority; restrictions. (&) The commissioner of transportation with respect to
highways under the commissioner's jurisdiction, and local authorities with respect to highways under their
jurisdiction, may issue an annua permit to enable a vehicle carrying reund bales of hay, straw, or cornstalks, with a
total outside width of the vehicle or the load not exceeding 11-1/2 12 feet, and a total height of the loaded vehicle
not exceeding 15 feet, to be operated on public streets and highways.
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Subd. 2. Additional restrictions. Permitsissued under this section are governed by the applicable provisions of
section 169.86 except as otherwise provided herein and, in addition, carry the following restrictions:

(a) The vehicles may not be operated between sunset and sunrise, when visibility isimpaired by weather, fog, or
other conditions rendering persons and vehicles not clearly visible at a distance of 500 feet, or on Sunday from noon
until sunset, or on the days the following holidays are observed: New Year's Day, Memorial Day, Independence
Day, Labor Day, Thanksgiving Day, and Christmas Day.

(b) The vehicles may not be operated on interstate highways.

(c) The vehicles may not be operated on atrunk highway with a pavement less than 24 feet wide.

(d) A vehicle operated under the permit must be equipped with a retractable or removable mirror on the left side
so located that it will reflect to the driver a clear view of the highway for a distance of at least 200 feet to the rear of
the vehicle.

(e) A vehicle operated under the permit must display red, orange, or yellow flags, 18 inches square, as markers at
the front and rear and on both sdes of theload. Theload must be securely bound to the transporting vehicle.

(f) Farm vehicles not for hire carrying round baled hay less than 20 miles are exempt from the requirement to
obtain a permit. All other requirements of this section apply to vehicles transporting round baled hay.

Sec. 10. Minnesota Statutes 2006, section 169.864, subdivision 1, is amended to read:

Subdivision 1. Specia three-unit vehicle permit. The commissioner may issue a permit for a vehicle that
meets the following requirements.

(1) is a combination of vehicles, including a truck-tractor and a semitrailer drawing one additiona semitrailer,
which may be equipped with an auxiliary dolly, and no semitrailer used in the three-vehicle combination has an
overall length in excess of 28-1/2 fest;

(2) has a maximum gross vehicle weight of 108,000 pounds;

(3) complies with the axle weight limitsin section 169.824 or with the federal bridge formula for axle groups not
described in that section;

(4) complies with the tire weight limits in section 169.823 or the tire manufacturers recommended |oad,
whichever isless;

(5) is operated only in this state on Trunk Highway marked 2 between Grand Rapids and the port of Duluth; on
Trunk Highway marked 169 between Grand Rapids and its junction with Trunk Highway marked 53; on Trunk
Highway marked 194 between Trunk Highway marked 2 and Trunk Highway marked 53; and on Trunk Highway
marked 53 between Virginia and the port of Duluth; and
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(6) the seasona weight increases authorized under section 169.826, subdivision 1, do not apply.
Sec. 11. Minnesota Statutes 2006, section 169.864, subdivision 2, is amended to read:

Subd. 2. Special two-unit vehicle permit. The commissioner may issue a permit for a vehicle that meets the
following requirements.

(1) isacombination of vehicles consisting of a truck-tractor and a single semitrailer that may exceed 48 feet, but
not 53 feet, if the distance from the kingpin to the centerline of the rear axle group of the semitrailer does not exceed
43 fedt;

(2) has a maximum gross vehicle weight of 90,000 pounds or 97,000 poundsiif the truck has seven axles,

(3) has a maximum gross vehicle weight of 98,000 pounds during the time when seasona weight increases
authorized under section 169.826, subdivision 1, arein effect;

(4) complies with the axle weight limitsin section 169.824 or with the federal bridge formula for axle groups not
described in that section;

(5) complies with the tire weight limits in section 169.823 or the tire manufacturers recommended load,
whichever isless; and

(6) isoperated only on the highways specified in subdivision 1, clause (5).

Sec. 12. [169.865] EXTENDED WEIGHT LIMIT PERMITS.

Subdivison 1. Six-axle vehicles. (a) A road authority may issue an annua permit authorizing a vehicle or
combination of vehicles with a total of six axles to haul raw or unprocessed agricultural products and be operated
with a gross vehicle weight of up to:

(1) 90,000 pounds; and

(2) 99,000 pounds during the period set by the commissioner under section 169.826, subdivision 1.

(b) Notwithstanding subdivision 4, paragraph (a), clause (4), a vehicle or combination of vehicles operated under
this subdivision and transporting only sealed intermodal containers may be operated on an interstate highway if
alowed by the United States Department of Transportation.

(c) Thefeefor apermit issued under this subdivision is $300.

Subd. 2. Seven-axle vehicles. (a) A road authority may issue an annual permit authorizing a vehicle or
combination of vehicles with atota of seven axlesto haul raw or unprocessed agricultural products and be operated
with a gross vehicle weight of up to:

(1) 97,000 pounds; and

(2) 99,000 pounds during the period set by the commissioner under section 169.826, subdivision 1.

(b) Drivers of vehicles operating under this subdivision must comply with driver qualification reguirements
adopted under section 221.0314, subdivisions 2 to 5, and Code of Federal Regulations, title 49, parts 40 and 382.

(c) Thefeefor apermit issued under this subdivision is $500.




4410 JOURNAL OF THE HOUSE [55TH DAY

Subd. 3. Single unit vehicles. (a) A road authority may issue an annua permit authorizing a single unit vehicle
with a total of seven axles up to 45 feet in length to haul raw or unprocessed agricultural products and be operated
with a gross vehicle weight of up to:

(1) 80,000 pounds; and

(2) 88,000 pounds during the period set by the commissioner under section 169.826, subdivisions 1 and l1a.

(b) The fee for apermit issued under this subdivision is $300.

Subd. 4. Requirements; restrictions. (&) A vehicle or combination of vehicles operating under this section:

(1) issubject to axle weight limitations under section 169.824, subdivision 1;

(2) issubject to seasonal |oad restrictions under section 169.87;

(3) issubject to bridge load limits posted under section 169.84;

(4) may only be operated on trunk highways other than interstate highways, and on local roads designated under
section 169.832, subdivision 11;

(5) may not be operated with |oads that exceed the manufacturer's gross vehicle weight rating as affixed to the
vehicle, or other certification of gross vehicle weight rating complying with Code of Federal Regulations, title 49,
parts 567.4 to 567.7,

(6) must be issued a permit from each road authority having jurisdiction over aroad on which the vehicle is
operated, if required;

(7) must comply with the reguirements of section 169.851, subdivision 4; and

(8) must have brakes on all whedls.

(b) The percentage allowances for exceeding gross weights if transporting unfinished forest products under
section 168.013, subdivision 3, paragraph (b), or for the first haul of unprocessed or raw farm products or unfinished
forest products under section 168.013, subdivision 3, paragraph (d), clause (3), do not apply to a vehicle or
combination of vehicles operated under this section.

Subd. 5. Deposit of revenues; appropriation. (a) Revenue from the permits issued under this section must be
deposited:

(1) in fiscal years 2007 through 2010, in the bridge inspection and signing account in the special revenue fund;
and

(2) in fiscal year 2011 and subseguent years, in the trunk highway fund.

(b) The revenue in the bridge inspection and signing account under this section is annually appropriated to the
commissioner for:

(1) inspection of local bridges and identification of local bridges to be posted, including contracting with a
consultant for some or al of these functions; and

(2) erection of weight posting signs on local bridges.
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Sec. 13. Minnesota Statutes 2006, section 169.87, subdivision 4, is amended to read:

Subd. 4. Vehicle transporting milk. Untd-Jdune12007 A weight restriction imposed under subdivision 1 by
the commissioner of transportation or a local road authority, or imposed by subdivision 2, does not apply to a
vehicle transporting milk from the point of production to the point of first processing if, at the time the weight
restriction is exceeded, the vehicle is carrying milk loaded at only one point of production. This subdivision does
not authorize a vehicle described in this subdivision to exceed aweight restriction of five tons per axle by more than
two tons per axle.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 14. Laws 2005, First Specia Session chapter 1, article 4, section 39, the effective date, is amended to read:

Sec. 15. CONDITIONAL EFFECTIVE DATE.

Sections 5, 6, and 10, are effective July 1, 2007, if an increase in the excise tax on gasoline under Minnesota
Statutes, section 296A.07, to 30 cents per gallon is enacted during the 2007 |egidlative session.

ARTICLE 6

COMMERCIAL MOTOR VEHICLES

Section 1. [160.2721] COMMERCIAL VEHICLE DRIVERSAT REST AREAS.

(a) The commissioner shall alow a commercia motor vehicle operator who is subject to hours of service
regulations under Code of Federal Regulations, title 49, part 395, to stop and park continuoudly, for a period of up to
ten hours as necessary to comply with the hours of service regulations, at any Department of Transportation safety
rest area or travel information center that has parking stals designed to accommodate a commercial motor vehicle,
as defined in section 169.01, subdivision 75.

(b) Any clause or provision in alease or other agreement for the operation of a Department of Transportation
safety rest area or travel information center that purports to limit the requirements under paragraph () is void and
without effect.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2006, section 168.013, subdivision 1e, is amended to read:

Subd. 1e. Truck; tractor; combination; exceptions. (@) On trucks and tractors except those in this chapter
defined as farm trucks, on truck-tractor and semitrailer combinations except those defined as farm combinations, and
on commercial zone vehicles, the tax based on total gross weight shall be graduated according to the Minnesota base
rate schedul e prescribed in this subdivision, but in no event less than $120.
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Minnesota Base Rate Schedule

Scheduled taxes include five percent
surtax provided for in subdivision 14

TOTAL GROSS WEIGHT

IN POUNDS TAX
A 0 - 1500 $15
B 1,501 - 3,000 20
C 3,001 - 4,500 25
D 4501 - 6,000 35
E 6,001 - 9000 10,000 45
F 9,001 10,001 - 12,000 70
G 12,001 - 15,000 105
H 15,001 - 18,000 145
I 18,001 - 21,000 190
J 21,001 - 26,000 270
K 26,001 - 33,000 360
L 33,001 - 39,000 475
M 39,001 - 45,000 595
N 45,001 - 51,000 715
0] 51,001 - 57,000 865
P 57,001 - 63,000 1015
Q 63,001 - 69,000 1185
R 69,001 - 73,280 1325
S 73,281 - 78,000 1595
T 78,001 - 83000 80,000 1760

(b) For purposes of the Minnesota base rate schedule, for vehicles with six or more axles in the "S" and "T"
categories, the base rates are $1,520 and $1,620 respectively.

(c) For each vehicle with a gross weight in excess of 84,000 80,000 pounds an additional tax of $50 isimposed
for each ton or fraction thereof in excess of 81,600 80,000 pounds, subject to subdivision 12.

(d) For purposes of registration identification, for vehiclesregistered in the "Q" category, the owner must declare
at the time of registration whether the vehicle will carry a weight of 55,000 pounds or more and therefore be subject
to the federal heavy vehicle use tax. For those owners who declare a weight less than 55,000 pounds, a distinctive
weight sticker must be issued and the owner isrestricted to a gross vehicle weight of less than 55,000 pounds.

(€) Truck-tractors except those herein defined as farm and commercial zone vehicles shall be taxed in accord
with the foregoing gross weight tax schedule on the basis of the combined gross weight of the truck-tractor and any
semitrailer or semitrailers which the applicant proposes to combine with the truck-tractor.

£} (f) Commercial zone trucks include only trucks, truck-tractors, and semitrailer combinations which are:
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{2 operated by an interstate carrier registered under section 221.60, or by an authorized tocal-cartage-carrier-or
ether carrier receiving operating authority under chapter 221, and operated solely within a zone exempt from
regulation pursuant to United States Code, title 49, section 13506.

B (g) The license plates issued for commercial zone vehicles shal be plainly marked. A person operating a
commercial zone vehicle outside the zone or area in which its operation is authorized is guilty of a misdemeanor
and, in addition to the misdemeanor penalty therefor, the registrar shall have revoke the registration of the vehicle as
a commercia zone vehicle revoked-by-theregigrar and shall berequired-to-reregister require that the vehicle be
registered at 100 percent of the full annual tax prescribed in the Minnesota base rate schedule, and no part of thistax
shalt_ may be refunded during the balance of the registration year.

{g) (h) On commercial zone trucks the tax shall be based on the total gross weight of the vehicle and during each
of the first eight years of vehicle life shalk-be is 75 percent of the Minnesota base rate schedule. During the ninth
and succeeding years of vehicle life the tax shall-be is 50 percent of the Minnesota base rate schedule.

£} (i) On trucks, truck-tractors and semitrailer combinations, except those defined as farm trucks and farm
combinations, and except for those commercial zone vehicles specifically provided for in this subdivision, the tax
for each of thefirst eight years of vehicle life shall-be is 100 percent of the tax imposed in the Minnesota base rate
schedule, and during the ninth and succeeding years of vehicle life, the tax shalkbe is 75 percent of the Minnesota
base rate prescribed by this subdivision.

) (1) _For the purpose of registration, trailers coupled with a truck-tractor, semitrailer combination are
semitrailers.

Sec. 3. Minnesota Statutes 2006, section 169.781, is amended to read:

169.781 ANNUAL COMMERCIAL VEHICLE INSPECTION; INSPECTORS, FEE, PENALTY.
Subdivision 1. Definitions. For purposes of sections 169.781 to 169.783:

(@) "Commercial motor vehicle'

(1) means amotor vehicle or combination of motor vehicles used to transport passengers or property if the motor
vehicle:

rd (i) has a gross
vehlcle weight of more than 26 000 pounds

{2)eaeh (ii) isavehiclein a combination of more than 26,000 pounds:;
(iii) isabus; or

(iv) is of any size and is used in the transportation of hazardous materials that are required to be placarded under
Code of Federal Regulations, title 49, parts 100-185; and

(2) does not include (2) (i) a school bus or Head Start bus displaying a certificate under section 169.451, {2} or
(i) a bus operated by the Metropolltan Council or by alocal transit commlsson creded in chapter 458A—er—@)—a
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(b) "Commissioner" means the commissioner of public safety.

(c) "Owner" means a person who owns, or has control, under a lease of more than 30 days duration, of one or
more commercial motor vehicles.

Subd. 2. Inspection required. (a) Itisunlawful for a person to operate or permit the operation of:

(1) acommercial motor vehicleregistered in Minnesota; or

(2) special mobile equipment as defined in section 168.011, subdivision 22, and which is salf-propdled, if it is
mounted on a commercial motor vehicle chassis,

unlessthein violation of the requirements of paragraph (b).

(b) A vehicle displays described in paragraph (a):

(1) must display a valid safety ingpection decal issued by an inspector certified by the commissioner;—orthe
vehiele-earrtes{h); or

(2) must carry (i) proof that the vehicle complies with federal motor vehicle ingpection requirements for vehicles
in interstate commerce, and {2) (ii) a certificate of compliance with federal requirementsissued by the commissioner
under subdivision 9.

Subd. 3. Inspector certification; suspension and revocation; hearing. (&) An ingpection required by this
section may be performed only by:

(1) an employee of the Department of Public Safety or Transportation who has been certified by the
commissioner after having received training provided by the State Patral; or

(2) another person who has been certified by the commissioner after having received training provided by the
State Patrol or other training approved by the commissioner.

(b) A person who is not an employee of the Department of Public Safety or Transportation may be certified by
the commissioner if the personis

(1) an owner, or employee of the owner, of one or more commercial motor vehicles that are power units,

(2) adeder licensed under section 168.27 and engaged in the business of buying and selling commercia motor
vehicles, or an employee of the deder; or

(3) engaged in the business of repairing and servicing commercia motor vehicles:; or

(4) employed by a governmental agency that owns commercial vehicles.
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(c) Certification of persons described in paragraph (b), clauses (1) to {3} (4), is effective for two years from the
date of certification. The commissioner may require biennia retraining of persons holding a certificate under
paragraph (b) as a condition of renewal of the certificate. The commissioner may charge a fee of not more than $10
for each certificate issued and renewed. A certified person described in paragraph (b), clauses (1) to 3} (4), may
charge areasonable fee for each ingpection of a vehicle not owned by the person or the person’'s employer.

(d) Except as otherwise provided in subdivision 5, the standards adopted by the commissioner for commercial
motor vehicle inspections under sections 169.781 to 169.783 shalt_must be the standards prescribed in Code of
Federal Regulations, title 49, section 396.17, and in chapter 111, subchapter B, appendix G.

(e) The commissioner may classify types of vehlcles for mspectlon purposes and may issue %parate classes of
inspector certlflcates for each class. J rate-cal

(f) The commissioner, after notice and an opportunity for a hearing, may suspend a certificate issued under
paragraph (b) for failure to meet annua certification requirements prescribed by the commissioner or failure to
inspect commercial motor vehicles in accordance with ingpection procedures established by the State Patrol. The
commissioner shall revoke a certificate issued under paragraph (b) if the commissioner determines after notice and
an opportunity for a hearing that the certified person issued an inspection decal for a commercial motor vehicle
when the person knew or reasonably should have known that the vehicle was in such a state of repair that it would
have been declared out of service if ingpected by an employee of the State Patrol. Suspension and revocation of
certificates under this subdivision are not subject to sections 14.57 to 14.69.

Subd. 4. Inspection report. (a) A person performing an inspection under this section shal issue an inspection
report to the owner of the commercial motor vehicleinspected. Thereport must include;

(2) thefull name of the person performing the inspection, and the person’'singpector certification number;

(2) the name of the owner of the vehicle and, if applicable, the United States Department of Transportation
carrier number issued to the owner of the vehicle, or to the operator of the vehicleif other than the owner;

(3) the vehicle identification number and, if applicable, the license plate number of the vehicle;
(4) the date and location of the inspection;

(5) the vehicle components inspected and a description of the findings of the inspection, including identification
of the components not in compliance with federal motor carrier safety regulations; and

(6) the inspector's certification that the inspection was complete, accurate, and in compliance with the
reguirements of this section.
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(b) The owner must retain a copy of the inspection report for at least 14 months at a location in the state where
the vehicle is domiciled or maintained. The inspector must maintain a copy of the inspection report for a period of
14 months following the inspection in a location in the state where the ingpector conducts business. During this
period the report must be available for ingpection by an authorized federa, state, or local official.

(c) The commissioner shall prescribe the form of the inspection report and revise it as necessary to comply with
state and federal law and regulations. The adoption of the report form is not subject to the Administrative Procedure
Act.

Subd. 5. Inspection decal. {a} A person ingpecting a commercial motor vehicle shall issue an ingpection decal
for the vehicle if each ingpected component of the vehicle complies with federal motor carrier safety regulations.
The decal must state that in the month specified on the decal the vehicle was inspected and each inspected
component complied with federal motor carrier safety regulations. The decal isvalid for 12 months after the month
specified on the decal. The commissioners of public safety and transportation shall make decals available, at afee
of not more than $2 for each decal, to persons certified to perform inspections under subdivision 3, paragraph (b).
Decals are issued to inspectors by serial number and are not transferable unless approved by the commissioner.

Subd. 6. Record review; random inspection; audit. Employees of the State Patrol and motor transportation
representatives of the Department of Transportation may review records required to be kept under subdivision 4,
paragraph (b), and conduct random vehicle inspections and audits at the facility of an owner of a commercial motor
vehicle.

Subd. 7. Disposition of revenues. The commissioner shall pay all revenues received under this section to the
commissioner of finance for deposit in the trunk highway fund.

Subd. 8. Violation; misdemeanor. A violation of this section is a misdemeanor.

Subd. 9. Proof of federal ingpection. An owner of a commerciad motor vehicle that is subject to and in
compliance with federal motor vehicle inspection requirements for vehicles in interstate commerce may apply to the
commissioner for a certificate of compliance with federal requirements. On payment of a fee equal to the fee for an
inspection decal under subdivision 5, paragraph-a); the commissioner shall issue the certificate to the applicant.
This subdivision only appliesto Minnesota-licensed vehicles that are not housed or maintained in Minnesota.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4417

Subd. 10. Exemption. This section does not apply to a vehicle operated by a motor carrier of passengers, as
defined in section 221.011, subdivision 48, if the vehicle has been inspected under section 221.0252, subdivision 3,
paragraph (a), clause (2), within the previous 12 months.

Sec. 4. Minnesota Statutes 2006, section 169.782, subdivision 1, is amended to read:

Subdivision 1. Driver; daily inspection report. (&) The driver of a commercial motor vehicle shall report in
writing at the completion of each day's work on each commercial motor vehicle the driver has operated. A person
who owns one or more commercial motor vehicles and who employs drivers for those commercial motor vehicles
must require each driver to submit a written report as required #_by this section. The report must cover the
following parts and accessories: service brakes, including trailer and semitrailer brake connections; parking (hand)
brake; steering mechanism; lighting devices and reflectors; tires; horn; windshield wiper or wipers; rear vision
mirror or mirrors, coupling devices, whedls and rims; and emergency equipment.

(b) The report must identify the vehicle and list any defect or deficiency discovered by or reported to the driver
that would affect the safe operation of the vehicle or result in its mechanica breskdown. 1f no defect or deficiency
is discovered by or reported to the driver, the report must so indicate. The driver must sign the report after
completing it. In the case of a commercia motor vehicle operated by two drivers, the signature of one of the drivers
satisfies the requirements of this subdivision if both drivers agree concerning the defects or deficiencies. If adriver
operates more than one commercia motor vehicle during a day's work, areport must be prepared for each vehicle
operated.

(c) Before operating or allowing the operation of a commercial motor vehicle on which a report has been
prepared under this subdivision, the owner of the vehlcle or the owner's agent must repar defects or def|C|enC|es
listed on the report that would be-s
vehiele-to-be-declared-aut-of-service Ilkelv affect the sefe operatlon of the vehlcle Before a||0WI ng the commercia
motor vehicle to be operated again, the owner or the owner's agent must certify, on the report listing the defect or
deficiency, that the defect or deficiency has been corrected or that correction is unnecessary. A motor carrier must
keep the origind vehicle inspection report for at least three months after the date of inspection. The report must be
available for inspection by an authorized federal, state, or local official at any time during this period.

(d) A copy of the vehicleingpection report, including a certification of corrections resulting from the report, must
be carried in the commercial motor vehicle, or in the power unit of a commercial motor vehicle combination, at all
times when the vehicle or power unit is operated until the next inspection report is completed under this subdivision.
The copy must be made available on demand to: (1) a peace officer;, (2) a person authorized under section 221.221;,
and (3) aperson described in section 299D.06.

Sec. 5. Minnesota Statutes 2006, section 169.783, subdivision 1, is amended to read:
Subdivision 1. Postcrash inspection. (a) A peace officer responding to an accident involving a commercia

motor vehlcle must |mmed|ately notify the State Patrol if the accident results in death;personal-injury,-orproperty

(1) afatality;

(2) bodily injury to a person who, as a result of the injury, immediately receives medical treatment away from
the scene of the accident; or

(3) one or more motor vehicles incurring disabling damage as a result of the accident, requiring the motor
vehicles to be transported away from the scene by tow truck or other motor vehicle.
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(b) It is a misdemeanor for a person to drive or cause to be driven a commercial motor vehicle after such an
accident unless the vehicle:

(1) has been ingpected by a state trooper or other person authorized to conduct inspections under section
169.781, subdivision 3, paragraph (a), who is an employee of the Department of Public Safety or Trangportation,
and the person inspecting the vehicle has determined that the vehicle may safely be operated; or

(2) awaiver has been granted under subdivision 2.
Sec. 6. Minnesota Statutes 2006, section 221.031, subdivision 6, is amended to read:

Subd. 6. Vehicle identification rule. (a) The following carriers shall display the carrier's name and-address on
the power unit of each vehicle:

(1) motor carriers, regardiess of the weight of the vehicle, except that this requirement does not apply to a
limousine as defined in section 168.011, subdivision 35, that is equipped with "LM" license plates;

(2) interdate and intrastate private carriers operating vehicles with a gross vehicle weight of more than 10,000
pounds; and

(3) vehicles providing transportation described in section 221.025 with a gross vehicle weight of more than
10,000 pounds except those providing transportation described in section 221.025, clauses (1), (3), and (4).

Vehicles described in clauses (2) and (3) that are operated by farmers or farm employees and have four or fewer
axles arenot required to comply with the vehicle identification rule of the commissioner.

(b) Vehicles subject to thls SUdeVISI on must shovw the name or "d0| ng busi ness as" name of the carrler operatlng
the vehicle a al al M
Whremhe#ehreleﬁreustemaHer—based If the carrier operates a Ieawd vehlcle it may show |ts name and the name
of the lessor on the vehicle, if the lease relaionship is clearly shown. If the name of a person other than the
operating carrier appears on the vehicle, the words "operated by" must immediately precede the name of the carrier.

(c) The name and-address must be in lettersthat contrast sharply in color with the background, be readily legible
during daylight hours from a distance of 50 feet while the vehicle is stationary, and be maintained in a manner that
retains the legibility of the markings. The name and-address may be shown by use of a removable device if that
device meets the identification and legihbility requirements of this subdivision.

Sec. 7. Minnesota Statutes 2006, section 221.0314, subdivision 9, is amended to read:

Subd. 9. Hours of service of driver. Code of Federal Regulations, title 49, part 395, is incorporated by
reference, except that paragraphs (@), (c), (d), (f), (h), (i), (k), 3 (m), and (n) of section 395.1 and section 395.13 of
that part are not incorporated. In addition, cross-references to sections or paragraphs not incorporated in this
subdivision are not incorporated by reference. The requirements of Code of Federal Regulations, title 49, part 395,
do not apply to drivers of lightweight vehicles.

Sec. 8. Minnesota Statutes 2006, section 221.0314, is amended by adding a subdivision to read:
Subd. 12. Hazardous materials safety permits. A person who transports the hazardous materials designated in

Code of Federa Regulations, title 49, section 385.403, shal comply with this section and with the provisions of
Code of Federal Regulations, title 49, part 385, subpart E, which isincorporated by reference.
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Sec. 9. Minnesota Statutes 2006, section 221.033, subdivision 2d, is amended to read:

Subd. 2d. Age of driver under federal materials-of-trade regulation. A driver of a self-propelled or towed
motor vehicle trangporting no hazardous material other than materials of trade, as defined in Code of Federa
Regulations, title 49, section 171.8, when engaged in intrastate transportation, must be at least 18 years of age. This
subdivision does not apply unless the transportation conforms to the requirements of Code of Federal Regulations,
title 49, section 173.6.

Sec. 10. Minnesota Statutes 2006, section 221.037, subdivision 1, isamended to read:

Subdivision 1. Required to provide information. A person who generates, stores, treats, transports, disposes
of, or otherwise handles or has handled hazardous materia's, hazardous substances, or hazardous waste shall (1) give
to trangportation representatives and hazardous material specialists of the department information relaing to the
materias, substances, or waste, or (2) permit them access to and copying of records and safety permits relating to
any or all of the materials, substances, or waste-or-beth.

Sec. 11. Minnesota Statutes 2006, section 221.141, subdivision 1, isamended to read:

Subdivision 1. Financial responsibility of carriers. (a) No motor carrier and no interstate carrier shall operate
a vehicle until it has obtained and has in effect the minimum amount of financial responsibility required by this
section. Policies of insurance, surety bonds, other types of security, and endorsements must be continuoudly in
effect and mugt remain in effect until canceled. Before providing transportation, the motor carrier or interstate
carrier shall secure and cause to be filed with the commissioner and maintain in full effect, a certificate of insurance
in a form required by the commissioner, evidencing public liability insurance in the amount prescribed. The
insurance must cover injuries and damage to persons or property resulting from the operation or use of mator
vehicles, regardless of whether each vehicleis specifically described in the policy. Thisinsurance does not apply to
injuries or death to the employees of the motor carrier or to property being transported by the carrier.

(b) Notwithstanding any other provision of this chapter, the insurance required of a motor carrier of passengers
must be a leagt that amount required of interstate carriers under Code of Federa Regulations, title 49, section
387.33, as amended.

(c) This section does not apply to a charitable organization exempt from taxation under section 501(c)(3) of the
Internal Revenue Code when the transportation furthers the charitable organization's charitable mission. The
charitable organization must comply with the insurance reguirements of section 65B.48.

Sec. 12. Minnesota Statutes 2006, section 221.231, is amended to read:
221.231 RECIPROCAL AGREEMENT.

The commissioner may enter into reci procal agreements with the regulatory bodles of other states and the
provinces of the Dominion of Canada—w al
n-whele-or-npart-for regarding motor carriers havmg an establlshed place of busa ness in that state or prow nce;
provided that reciprocal privileges are extended under the agreement to motor carriers of this state.

Sec. 13. Minnesota Statutes 2006, section 221.60, subdivision 1, is amended to read:

Subdivision 1. Procedure. A motor carrier may transport persons or property for hirein interstate commercein
Minnesota only if it firgt:

&) complies with section-221-141;
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|. ..--. each-\ve eto-be

m—u%&&ate#mspeﬁaﬂen—m—M%@eta the Unlfled Carrler Remstreruon Agreement authorlzed bv United States
Code, title 49, section 14504a, enacted pursuant to the Unified Carrier Registration Act of 2005, and the federal

regulations adopted thereunder.

Sec. 14. Minnesota Statutes 2006, section 221.60, is amended by adding a subdivision to read:

Subd. 7. Commissioner's authority. The commissioner of transportation shal take all necessary actions to
enter into the Unified Carier Registration Agreement when it becomes effective.  The commissioner shall
implement and administer United States Code, title 49, section 145044, and the regul ations adopted thereunder.

Sec. 15. REPEALER.

Minnesota Statutes 2006, sections 221.60, subdivisions 2, 3, 3a, 4, 5, and 6; 221.601; and 221.602, are repeal ed.

ARTICLE 7
HOUSEHOLD GOODS MOVERS
Section 1. Minnesota Statutes 2006, section 221.011, is amended by adding a subdivision to read:

Subd. 50. Household goods mover. (a) "Household goods mover" means a motor carrier who engages in
for-hire transportation service for moving household goods and offers the services of:

(1) binding and nonbinding estimates;

(2) inventorying;

(3) protective packing and unpacking of individual items at a personal residence; or

(4) loading and unloading at a persona residence.

(b) Household goods mover does not include a carrier transporting property from afactory or store to a personal
residence.

Sec. 2. [221.0253] HOUSEHOLD GOODSMOVERS; REGISTRATION.

Subdivision 1. Definition. For purposes of this section, "registrant” means a person applying for a certificate of
registration as a household goods mover under this section.

Subd. 2. Registration required. No person may engage in the for-hire transportation of household goods in
Minnesota unless the person has been issued a certificate of registration by the commissioner.

Subd. 3. Registration statement. A registrant shal file a complete and accurate registration statement with the
commissioner. A registration satement must be on aform provided by the commissioner and include:

(1) theregistrant's name, including an assumed or fictitious name used by the registrant in doing business;
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(2) theregistrant's mailing address and busi ness tel ephone number;

(3) the registrant's federal employer identification number, Minnesota business identification number, and the
identification number, if any, assigned to the registrant by the United States Department of Trangportation;

(4) the name, title, and telephone number of the individua whois principally responsible for the operation of the
registrant's transportation business;

(5) the principd location from which the registrant conducts its transportation business and where the records
required by this chapter will be kept;

(6) if different from clause (5), the location in Minnesota where the records required by this chapter will be
available for inspection and copying by the commissioner;

(7) whether the registrant's business is a corporation, partnership, limited liability partnership, limited liability
company, sole proprietorship, or other legal form;

(8) if the regisrant is a foreign corporation authorized to transact business in Minnesota, the state of
incorporation and the name and address of its registered agent; and

(9) arecord of each initial background check as required under subdivision 4.

Subd. 4. Background check: denial of registration. (a) Theregistrant shall conduct, or cause to be conducted,
an initial background check of any person employed by the registrant, or with whom the registrant contracts, whose
duties include operating a vehicle used to transport household goods.

(b) Sections 299C.67; 299C.68, subdivisions 2 to 5; and 299C.71 apply to background checks conducted under
this subdivision. For purposes of this subdivision, when used in sections 299C.67, 299C.68, and 299C.71, the term
"owner" refersto theregistrant and theterm "manager” refersto adriver.

(c) The commissioner may deny registration to any registrant who employs a driver that the background check
response shows has been convicted of a background check crime, as defined in section 299C.67, subdivision 2,
paragraph (a) or (b).

(d) The registrant shall conduct, or cause to be conducted, a subsequent background check every three years.
The registrant shall keep a record, identified by the employee's name, of a background check conducted under this
section. A record must be made avail able to the commissioner upon reguest.

(e) This subdivision does not apply to a driver who holds avalid driver'slicense with a school bus endorsement.

Subd. 5. Signaturerequired. A corporate officer, general partner, or sole proprietor must sign the registration
statement and the vehicle and insurance statement.

Subd. 6. Fee. Aninitial fee of $200 must be paid at the time of filing the registration statement. It must be paid
into the state treasury and credited to the trunk highway fund.

Subd. 7. Certificate of registration; issuance. (a) The commissioner shall issue a certificate of registration to a
registrant who does not have an unsatisfactory safety rating and has met the reguirements of this section.

(b) A certificate of registration must be numbered and bear an effective date.
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(c) A certificate of registration must be kept at the registrant's principal place of business.

Subd. 8. Compliance with other laws. A household goods mover shall comply with sections 169.781 and
221.141.

Subd. 9. Duration. A certificate of registration is valid for for-hire transportation of household goods
throughout Minnesota, isnot assignable or transferable, and is valid until it is suspended, revoked, or cancel ed.

Subd. 10. Obligation to keep information current. A registrant shal notify the commissioner in writing of
any change in the information described in subdivision 3.

Subd. 11. Suspension and cancellation of registration. The commissioner shall suspend or cancdl, following
the procedures for suspension or cancellation in section 221.185, the registration of a household goods mover who
failsto file with the commissioner or maintain the insurance or bond required under section 221.141. A person may
not_engage in the for-hire transportation of household goods in Minnesota while the person's registration is under
suspension or cancellation under this subdivision.

Sec. 3. [221.027] HOUSEHOL D GOODSMOVERS; CONSUMER PROTECTION.

Subdivision 1. Arbitration, price estimates, relinquishment of possession to consumers. Code of Federa
Regulations, title 49, sections 375.209; 375.211; 375.401 through 375.409; 375.503; 375.505; 376.603; and 375.703
are incorporated by reference and apply to household goods movers.

Subd. 2. Investigation. The attorney general shall investigate violations of laws by household goods movers,
including but not limited to violations relating to operation without registration, misrepresentations, deceptive trade
practices, theft, the provisions of subdivision 1, and other crimes.

Subd. 3. Contact information. A household goods mover shal include contact information for the Department
of Transportation and the attorney genera on all bills of lading and estimates required under subdivision 1.

Sec. 4. [221.028] HOUSEHOLD GOODS MOVERS; EXPIRATION AND CONVERSION OF
PERMITS.

Subdivison 1. Expiration of permits. Any permit issued by the commissione before August 1, 2007, that
authorizes for-hire transportation of household goods in Minnesota, is only valid through February 29, 2008.

Subd. 2. Conversion toregistration. A holder of a permit issued by the commissioner before August 1, 2007,
that authorizes for-hire transportation of household goods in Minnesota, who wishes to continue as a household
goods mover, shall meet the requirements of section 221.0253, before March 1, 2008. The commissioner shall not
reguire a criminal background check under section 221.0253, subdivision 4, and shall not charge a registration fee
under section 221.0253, subdivision 6.

ARTICLE 8
REPEAL OF OBSOLETE PERMITS AND CONFORMING CHANGES
Section 1. Minnesota Statutes 2006, section 174.64, subdivision 2, isamended to read:
Subd. 2. Specific functions and powers. (a) To the extent alowed under federal law or regulation, the

commissioner shal further hold hearings and issue ordersin cases brought on the commissioner's own mation or by
athird party in the following areas:
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(1) adequacy of services that carriers are providing to the public, including the continuation, termination, or
modification of services and facilities;

(2) reasonableness of tariffs of rates, fares, and charges, or apart or classification of atariff; and
(3) issuing permits.

(b) For purposes of paragraph (a), clause (2), the commissioner may authorize common carriers by rail and
meter-carriersfor-hire to file tariffs of rates, fares, and charges individualy or by group. Carriers participating in
group ratemaking have the free and unrestrained right to take independent action either before or after a
determination arrived at through that procedure.

Sec. 2. Minnesota Statutes 2006, section 174.64, subdivision 4, is amended to read:

Subd. 4. Petition, naotice, and hearing. (a) With respect to those matters within the commissioner's
jurisdiction, the commissioner shall receive, hear, and determine al petitions filed with the commissioner in
accordance with the procedures established by law and may hold hearings and make determinations upon the
commissioner's own motion to the same extent, and in every instance, in which the commissioner may do so upon
petition.

{e} If the commissioner receives a written objection and notice of intent to appear a a hearing to object to the
petition from any person within 20 days of the notice having been fully given, the request of the petition must be
granted or denied only after a contested case hearing has been conducted on the petition, unless the objection is
withdrawn before the hearing. The commissioner may elect to hold a contested case hearing if no objections to the
petition are received. If atimey objection is not received, or if received and withdrawn, and the request of the
petition is denied without hearing, the petitioner may request within 30 days of receiving the notice of denia, and
must be granted, a contested case hearing on the petition.

Sec. 3. Minnesota Statutes 2006, section 174.66, is amended to read:
174.66 CONTINUATION OF CARRIER RULES.

(@) Orders and directives in force, issued, or promulgated under authority of chapters 174A, 216A, 218, 219,
221, and 222 remain and continue in force and effect until repealed, modified, or superseded by duly authorized
orders or directives of the commissioner of trangportation. To the extent allowed under federal law or regulation,
rules adopted under authority of the following sections are transferred to the commissioner of transportation and
continuein force and effect until repealed, modified, or superseded by duly authorized rules of the commissioner:

(1) section 218.041 except rulesrelated to the form and manner of filing railroad rates, railroad accounting rules,
and safety rules,

(2) section 219.40; and

(3) rules rdating to rates or tariffs, or the granting, limiting, or modifying of permits or certificates of
convenience and necessity under section 221.031, subdivision 1;.
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(b) The commissioner shall review the transferred rules, orders, and directives and, when appropriate, develop
and adopt new rules, orders, or directives.

Sec. 4. Minnesota Statutes 2006, section 221.011, subdivision 8, is amended to read:

Subd. 8. Permit. "Permit" means the license, or franchise, which may be issued to motor carriers other than
regular route common carriers of passengers-classt-commen-carriers—and-petroleum-carriers; and household goods
movers under the provisions of this chapter, authorizing the use of the highways of Minnesota for transportation for
hire.

Sec. 5. Minnesota Statutes 2006, section 221.025, is amended to read:
221.025 EXEM PTIONS.

The provisions of this chapter requiring a certificate erpermit to operate as a motor carrier do not apply to the
intrastate transportation described bel ow:

(1) the transportation of students to or from school or school activities in a school bus inspected and certified
under section 169.451 and the transportation of children or parents to or from a Head Start facility or Head Start
activity in aHead Start bus inspected and certified under section 169.451;

(2) the transportation of solid waste, as defined in section 116.06, subdivision 22, induding recyclable materials
and waste tires, except that the term "hazardous wast€e" has the meaning given it in section 221.011, subdivision 31;

(3) a commuter van as defined in section 221.011, subdivision 27;

(4) authorized emergency vehicles as defined in section 169.01, subdivision 5, including ambulances; and tow
trucks equipped with proper and legal warning devices when picking up and transporting (i) disabled or wrecked
motor vehicles or (ii) vehicles towed or transported under atowing order issued by a public employee authorized to
issue atowing order;

(5) the transportation of grain samples under conditions prescribed by the commissioner;
(6) the ddivery of agriculturd lime;

(7) the transportation of dirt and sod within an area having a 50-mile radius from the home post office of the
person performing the trangportation;

(8) the transportation of sand, gravel, bituminous asphalt mix, concrete ready mix, concrete blocks or tile and the
mortar mix to be used with the concrete blocks or tile, or crushed rock to or from the point of loading or a place of
gathering within an area having a 50-mile radius from that person’'s home post office or a 50-mile radius from the
site of construction or maintenance of public roads and sreets;
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(9) the trangportation of pulpwood, cordwood, mining timber, poles, posts, decorator evergreens, wood chips,
sawdust, shavings, and bark from the place where the products are produced to the point where they are to be used
or shipped;

(10) the trangportation of fresh vegetables from farms to canneries or viner stations, from viner stations to
canneries, or from canneries to canneries during the harvesting, canning, or packing season, or transporting sugar
beets, wild rice, or rutabagas from the field of production to the first place of delivery or unloading, including a
processing plant, warehouse, or railroad siding;

(11) the transportation of property or freight, other than household goods and petroleum products in bulk,
entirely within the corporate limits of a city or between contiguous citi es except-asprovided-in-section-221.296;

(12) the transportation of unprocessed dairy products in bulk within an area having a 100-mile radius from the
home post office of the person providing the transportation;

(13) the transportation of agricultural, horticultural, dairy, livestock, or other farm products within an area having
a 100-mile radius from the person's home post office and the carrier may transport other commaodities within the
100-mileradiusif the destination of each haul isafarm;

(14) the transportation of newspapers, as defined in section 331A.01, subdivision 5, telephone books, handbills,
circulars, or pamphletsin a vehicle with a gross vehicle weight of 10,000 pounds or less; and

(15) transportation of potatoes from the field of production, or a storage site owned or otherwise controlled by
the producer, to thefirst place of processing.

The exemptions provided in this section apply to a person only while the person is exclusively engaged in exempt
transportation.

Sec. 6. Minnesota Statutes 2006, section 221.026, is amended to read:
221.026 MOTOR CARRIER OF PROPERTY; EXEMPTIONS.

Subdivision 1. Registration. No person may engage in the for-hire transportation of property;—ether—than
heusehold-goeeds; in Minnesota unless the person has filed a registration statement with the commissioner on aform
the commissioner prescribes.

Subd. 2. Exemptions from requirements. Notwithstanding any other law, a motor carrier of property is
exempt from sections 221.021; 221.072; 22:121:-221.122- 221 123- 221.131; 221.132; 221151 221.161: 221.172,
subdivisions 3 to 8; and 221.185, except as provided in subdivision 4—and-221.296. The exemptions in this

subdivision do not apply to amotor carrier of property while transporting household goods.

Subd. 3. Safety regulations. A motor carrier of property is subject to those federal regulations incorporated by
reference in section 221.0314, unless exempted from those regul ations by section 221.031.

Subd. 4. Suspension and cancellation of registration. The commissioner shal suspend or cancel, following
the procedures for suspension or cancellation in section 221.185, the registration of a motor carrier of property who
fails to file with the commissioner or maintain the insurance or bond required under section 221.141. A person may

not engage in the for-hire transportation of property—etherthan-heuseheld-geeds; in Minnesota while the person's
registration is under suspension or cancellation under this subdivision.
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Subd. 5. Local regulation. Section 221.091 applies to registration statements under this section to the same
extent that it applies to certificates and permits issued by the board.

Sec. 7. Minnesota Statutes 2006, section 221.031, subdivision 1, is amended to read:

Subdivision 1. Powers, duties, reports, limitations. (a) This subdivision applies to motor carriers engaged in
intrastate commerce.

(b) The commissioner shall prescribe rules for the operation of motor carriers, including their facilities; accounts,
leasing of vehicles and drivers; service, safe operation of vehicles;, equipment, parts, and accessories; hours of
service of drivers; driver qualifications, accident reporting; identification of vehicles; ingallation of safety devices,
inspection, repair, and maintenance; and proper automatic speed regulators if, in the opinion of the commissioner,
thereisaneed for therules.

(c) The commissioner shal direct the repair and reconstruction or replacement of an inadequate or unsafe motor
carrier vehicle or facility. The commissioner may require the construction and maintenance or furnishing of suitable
and proper freight terminals, passenger depots, waiting rooms, and accommodations or sheltersin acity in this state
or at apoint on the highway traversed which the commissioner, after investigation by the department, may deem just
and proper for the protection of passengersor property.

{5 The commissioner shall enforce sections 169.781 to 169.783.
Sec. 8. Minnesota Statutes 2006, section 221.036, subdivision 1, is amended to read:

Subdivison 1. Order. The commissioner may issue an order requiring violations to be corrected and
adminigratively assessing monetary penalties for aviolation of (1) section 221.021; (2) section 221.033, subdivision
2b; (3) seetion22+-15%(4)-section22+-171(5) section 221.141; or {6} (4) rules of the commissioner relating to the
transportation of hazardous waste, motor carrier operations, or insurance—or-tariffs-and-accounting. An order must
be issued as provided in this section.

Sec. 9. Minnesota Statutes 2006, section 221.036, subdivision 3, is amended to read:

Subd. 3. Amount of penalty; consaderatlons (a) The commissioner may issue an order assessing a penalty of
up to $5 000 for all V|0Iat|ons

Ating |dent|f|ed under subdivision 1, except for
ruI es of the commissioner rel atl ng to the transportatl on of hazardous waste or as otherwise provided under paragraph

(b), identified during a single inspection, audit, or investigation.
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(b) The commissioner may issue an order assessing a penalty up to a maximum of $10,000 for all violations of
section 221.033, subdivision 2b, identified during a single inspection or audit.
(¢) In determining the amount of a penalty, the commissioner shall consider:
(2) the willfulness of the violation;

(2) the gravity of the violation, including damage to humans, animals, air, water, land, or other natural resources
of the state;

(3) the history of past violations, including the smilarity of the most recent violation and the violation to be
penalized, the time elapsed since the last violation, the number of previous violations, and the response of the person
to the most recent violation identified;

(4) the economic benefit gained by the person by allowing or committing the violation; and

(5) other factors as justice may require, if the commissioner specifically identifies the additional factorsin the
commissioner's order.

(d) The commissioner shall assess a penalty of not less than $1,000 against a driver who is convicted of a
violation of an out-of-service order. The commissioner shall assess a penalty of not more than $10,000 against an
employer who knowingly allows or requires an employee to operate a commercia motor vehicle in violation of an
out-of-service order.

Sec. 10. Minnesota Statutes 2006, section 221.131, is amended to read:

221.131 GARRIER_ANNUAL VEHICLE REGISTRATION;—FEESHBENHHCATHON-CARD_FOR
MOTOR CARRIERS OF PASSENGERS.

Subdivision 1. Permit Registration renewal. Permits Certificates of registration issued under-section-221-121
to a motor carrier of passengers under section 221.0252 are effective for a 12-month period. A permit _certificate of
registration holder must renew the permit_certificate annualy by registration of the vehicles operated under authority

of that permit-asrequired-by-subdivisien2 certificate. A permit_certificate holder has one annua renewal date
encompassing all of the permits certificates held by the holder.

{b} A permit-helder-or motor carrier of passengers shall pay an annual registration fee of $75 on each vehicle,
including pickup and delivery vehicles, operated by the carrier under authority of the permit—or certificate of
registration during the 12-month period or fraction of the 12-month period. Trailers and semitrailers used by a
permit certificate holder in combination with power units may not be counted as vehicles in the computation of fees
under this section if the permit holder pays the fees for power units.

{e) (b) The commissioner shdl furnish a distinguishing annual identification card for each vehicle or power unit
for which a fee has been paid. The identification card must at al times be carried in the vehicle or power unit to
which it has been assigned. An identification card may be reassigned to another vehicle or power unit upon
application of the carrier and payment of a transfer fee of $10. An identification card issued under this section is
valid only for the period for which the permit-or certificate of registration is effective.

{d) (c) A fee of $10 is charged for the replacement of an unexpired identification card that has been lost.
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{e) (d) The proceeds of the fees collected under this subdivision must be deposited in the trunk highway fund.

Subd. 4. Floater card; fee. The department may issue to carriers subject to subdivision 2 er-3 specia "floater”
identification cards up to a maximum of five per motor carrier. Floater cards may be freely transferred between
vehicles that have evidence of being ingpected under section 221.0252, subdivision 3, paragraph (a), clause (2),
within the previous 12 months, or have a current Commercia Vehicle Safety Alliance decal, and that are used under
short-term leases by the motor carrier. The motor carrier shall pay a fee of $100 for each floater card issued.

Subd. 5. Limitation. The provisions of this section are limited by applicable federal law.
Sec. 11. Minnesota Statutes 2006, section 221.132, is amended to read:
221.132 PREPAID TEMPORARY VEHICLE IDENTIFICATION CARD.

For special or extraordinary events, the commissioner may issue a prepaid temporary vehicle identification card
to a permit-or certificate holder subject to section 221.131, subdivision 2 er3, for a fee of $5 per card. The card
must be preprinted by the commissioner with the carrier's name, address, and permit-er certificate number. The card
may be used by the motor carrier to whom it is issued to identify a vehicle temporarily added to its flegt, if the
vehicle has evidence of being ingpected under section 221.0252, subdivision 3, paragraph (a), clause (2), within the
previous 12 months, or has a current Commercia Vehicle Safety Alliance decal. The card must be executed by the
motor carrier by dating and signing the card and describing the vehiclein which it will be carried. Theidentification
card is valid for a period of ten days from the date the motor carrier places on the card when the card is executed.
The card must be used within one year from the date of issuance by the commissioner. The card may not be used if
the permit-or certificateis not in full force and effect. The card may not be transferred. The commissioner may not
refund the cost of unused prepaid temporary vehicle identification cards.

Sec. 12. Minnesota Statutes 2006, section 221.141, subdivision 4, is amended to read:

Subd. 4. Household goods mover. A household goods mover shall maintain in effect cargo insurance or cargo
bond in the amount of $50,000 and shall file with the commissioner a cargo certificate of insurance or cargo bond.
A cargo certificate of insurance must conform to Form H, Uniform Motor Cargo Certificate of Insurance, described
in Code of Federal Regulations, title 49, part 1023. A cargo bond must conform to Form J, described in Code of
Federal Regulations, title 49, part 1023. Both Form H and Form J are incorporated by reference. The cargo
certificate of insurance or cargo bond must be issued in the full and correct name of the person, corporation, or
partnership to whom the household goods mover permit_certificate of registration was issued and whose operations
are being insured.
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Sec. 13. Minnesota Statutes 2006, section 221.185, is amended to read:

221.185 OPERATING AUTHORITY; SUSPENSION, CANCELLATION.

Subdivision 1. Greunds Order for suspension. Despite the provisions of section 221.021, a heuseheld-geeds
moverpermit-or-a-motor-carrier certificate of registration issued under section sections 221.0251 er, 221.0252, or
221.0253 is suspended without a hearing, by order of the commissioner, if the permit_certificate holder or carrier
failsto:

(1) maintain and file with the commissioner, the insurance or bond required by section 221.141 and rules

adopted under that section erthe-carrierorpermit-helderfailste;

(2) pay annual vehicle registration fees errenew-permits as required by section 221.131;-er-the-permit-holderor
carrierfailsto; or

(3) pay an administrative penalty under section 221.036.

Subd. 2. Notice of suspension. (a) Failureto file and maintain insurance, renewpermits-under-section221-13%;
or to pay annud vehlcle reglstratl on fees er—reqeﬁ—peFmﬂs under sectlon 221.131 er—22—1—296—er—t&mamtemrm4geed

22—1—153—9dbd+\#smn% suspends a motor carier's pel’-ml-t—OF certificate two days after the comml ssioner %nds notl ce
of the suspension by certified mail, return receipt requested, to the lagt known address of the mator carrier.

(b) In order to avoid permanent cancellation of the permit-or certificate, the motor carrier must do one of the
following within 45 days from the date of suspension:

(1) comply with the law by filing insurance or bond-rerewing-permits; or paying vehicleregistration fees; or
(2) request a hearing before the commissioner regarding the failure to comply with the law.

Subd. 2a. Notice of suspension; effective date. The commissioner shall issue a notice of suspension if one of
the conditions described in subdivision 1 occurs. The notice must give the reason for suspension and must be sent to
the last known address of the carrier by certified mail, return receipt requested. A suspension is effective two days
after anotice ismailed.

Subd. 3. Suspension rescission. If the motor carrier complies with the requirements of this chapter within 45
days after the date of suspension and pays the required fees, including a late vehicle registration fee of $5 for each
vehicle registered, the commissioner shall rescind the suspension unless the carrier's registration has expired. If a
registered carrier fails to comply within one year of the effective date of a suspension, the carrier's registration is
canceled.

Subd. 3a. Hearing. If the motor carrier requests a hearing within 45 days after the date of suspension, the
commissioner shall review the suspension and:

(1) determine that the carrier has complied with the law and rescind the suspension;
(2) for just cause, grant an extension which must not exceed 20 days; or

(3) schedule a hearing to ascertain whether the carrier has failed to comply with the law. If it is determined after
the hearing that the carrier has failed to comply with the law, the commissioner shall cancel the carrier's suspended
permitor certificate.
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Subd. 4. Grounds for cancellation. Except as provided in subdivision 5a, failure to comply with the
reguirements of seetions section 221.141 anrd-221.296 relating to bonds and insurance, 221-131-relating-to-permit
renewal; 221. 131 er—22—1—296 relatlng to annual vehlcle reglstratl on or penﬁmt renewal, 221121 -subdivision-6g-or

o-prote a e or to request a hearing within 45
days of the date of suspensa on, is deemed an abandonment of the motor carrier's permit-or certificate and the permit
or certificate must be canceled by the commissioner.

Subd. 5. Notice of cancellation. The commissioner shall notify the motor carrier by certified mail, return
receipt requested, that the permit-or certificate is canceled effective on the date of mailing the notice of cancellation.

Subd. 5a. Reinstatement after cancellation. A motor carrier whose permit or certificateis canceled for failure
to comply with sections section 221.141 and-221.296 relating to bonds and insurance may ask the commissioner to
review the cancellation. Upon review, the commissioner shall rescind the cancdllation if (1) the motor carrier
presents evidence showing that before the effective date of the notice of cancellation issued under subdivision 5, the
motor carrier had obtained and paid for the insurance required by sections section 221.141 and-221.296, and the
rules of the commissioner, and (2) the commissioner is satisfied that the motor carrier has complied with the
requirements of seetions section 221.141 and-221.296 and the rules of the commissioner.

Subd. 9. New petition. If the holder of a canceled permit-or certificate seeks authority to operate as a motor

carrier it shal file a petition with the commissioner fer-a-permit-or—certificate-as-provided-in-section-221+-121or
221-296-whichever-is-appheable.

Sec. 14. Minnesota Statutes 2006, section 221.221, subdivision 3, isamended to read:

Subd. 3. Delegated powers. Representatives of the department to whom authority has been delegated by the
commissioner for the purpose of enforcing sections 169.781 to 169.783 and22+17% and the rules, orders, or
directives of the commissioner adopted or issued under those sections, and for no other purpose, shalt have the
powers conferred by law upon police officers. The representatives of the department have the power to inspect
records, logs, freight bills, bills of lading, or other documents, which may provide evidence to determine compliance
with sections 169.781 to 169.783 and-221-171.

Sec. 15. Minnesota Statutes 2006, section 221.291, subdivision 4, isamended to read:

Subd. 4. Operating without registration er—permit. A person who operates a motor carrier Wlthout first
registering under seetion_sections 221.0251 er, 221.0252, or w

having-obtained-the-hecessary-permit 221.0253, is guilty of a mlsdemeanor and upon conV|ct|on shalt must beflned
not less than the maximum fine whieh that may be imposed for amisdemeanor for each violation.

Sec. 16. REVISION OF RULES.

The commissioner of transportation shall repeal, amend, and adopt revisions to rules relating to household goods
contained in Minnesota Rules, chapters 7800 and 7805, and may use the expedited process for adopting rules under
Minnesota Statutes, section 14.389.

Sec. 17. INSTRUCTION TO REVISOR.

The revisor of statutes shall change the phrase "sections 221.011 to 221.296" to read "this chapter” where found
in Minnesota Statutes, sections 221.021, subdivision 1; 221.022; and 221.091, subdivision 1.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4431

Sec. 18. REPEALER.

Minnesota Statutes 2006, sections 174.65; 221.011, subdivisions 24, 25, 28, 29, 38, 41, 44, and 45; 221.0252,
subdivision 7; 221.072; 221.111; 221.121, subdivisions 1, 2, 3, 4, 5, 6, 6a, 6¢, 6d, 6e, 6f, and 7; 221.122; 221.123;
221.131, subdivisions 2a and 3; 221.141, subdivision 6; 221.151; 221.152; 221.153, subdivisions 1 and 2; 221.161;
221.171; 221.172, subdivisions 3, 4, 5, 6, 7, and 8; and 221.296, subdivisions 3, 4, 5, 6, 7, and 8, arerepealed.

ARTICLE 9

RAILROADS
Section 1. Minnesota Statutes 2006, section 218.021, subdivision 1, isamended to read:
Subdivision 1. Discriminatory practices. It shall be unlawful for any common carrier:

(2) to charge, demand, collect or receive for any service a greater or alesser sum than that fixed in its published
schedules;

(2) to make or give any undue or unreasonable preference or advantage, or any undue or unreasonable prejudice
or disadvantage, to any person, company, firm, corporation, trangit point or locality or to any particular description
of traffic;

(3) by any special rate, rebate, drawback or other device, directly or indirectly, to charge, demand, collect or
receive a greater or less compensation for any service rendered in the transportation of any property within this state
than the regular established schedule of rates and charges for like and contemporaneous service for any other person,
or for the public generdly; or, directly or indirectly, to offer or give any shipper, in connection with or as an
inducement or reward for receiving any property for transportation, any gift, gratuity or free pass or any rate less
than that offered to the public;

(4) except as expressly permitted, to charge a greater rate per ton or per ton mile for asingle carload of freight of
any kind or class than for a greater number of carloads of the same kind or class, to and from the same points of
origin or destination;

(5) to charge or receive any greater compensation for the transportation of a quantity of property for a shorter
than for alonger distance over the same ling, the shorter being included within the longer, but this shall not be so
construed asto authorize any carrier to charge or receive as great compensation for a shorter asfor alonger distance;
or to charge or receive any greater compensation per ton per mile for the contemporaneous trangportation of the
same class of freight for alonger than for a shorter distance over the same linein the same general direction, or from
the same origind point of departure or to the same point of arrival, but this shall not be construed so as to authorize
any carrier to charge as high arate per ton per mile for alonger as for a shorter distance;

(6) to charge or receive for the transportation of freight of any description for any distance within this state a
greater amount than is at the same time charged or received for a like quantity of freight of the same class over a
greater distance of the same railway; or to charge or receive at any point upon its road a higher rate for receiving,
handling or delivering freight of the same class or quantity than it shall at the same time charge or receive to any
other point upon the same line; or to charge or receive for freight of any description over its railway a greater
amount than at the same time is charged or received for the transportation of a like quantity of freight of the same
class being transported over any portion of the same railway of equal distance; or to charge or receive from any
person a greater amount than it shal at the same time charge or receive from any other person for the same class and
like quantity of freight at the same point upon its railway; or to charge or receive from any person for the
transportation of any freight upon its railway a greater amount than it shall at the same time charge or receive from
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any other person for the transportation of alike quantity of freight of the same class being transported from the same
point over an equal distance of the same railway; or to charge or receive from any person for the use and
transportation of any railway car upon itsrailroad for any distance, a greater amount than is at the same time charged
or received from any other person for the use and transportation of any railway car of the same class or number for a
like purpose being transported over a greater distance of the same railway; or to charge or receive from any person
for the use and transportation of any railway car upon its railroad a greater amount in the aggregate than it shall at
the same time charge or receive from any other person for the use and transportation of any railway car of the same
class for a like purpose being transported from the same original point of an equal distance of the same railway;
provided, however, where two or more railroads serve a common point one having a shorter mileage than the other
from a given point, the railroad having the longer mileage may be authorized by the commissioner to meet the rate
made by the shortest line;

(7) to charge or receive more for transporting a car of freight than is charged or received per car for several cars
of alike class of freight over the same railway for the same distance; or to charge or receive more for transporting a
ton of freight than is charged or received per ton for more than a ton but less than a carload of like class over the
samerailway for the same distance; or to charge or receive more for transporting one hundred pounds of freight than
ischarged or received per hundred pounds above one hundred pounds but |ess than aton of like class over the same
railway for the same distance.;

(8) to fail to provide local first responders with an emergency phone number that is accessible at all times
through which first responders can receive information regarding the location of and materials involved in a
hazardous materials accident;

(9) to fail, upon request, to provide local first responders with an annua lising of hazardous materias
transported by rail through their respective territories; and

(10) to fail to have annua training sessions as required under Code of Federal Regulations, title 49, parts
172.700 to 172.704, for al employees who may come in contact with hazardous materias, concerning the proper
identification and response to accidents involving hazardous materials.

Sec. 2. Minnesota Statutes 2006, section 218.041, subdivision 6, is amended to read:
Subd. 6. Investigative powers. In the exercise of powers granted in this chapter, the commissioner may:

(1) subpoena books, papers, or accounts kept by any regulated business within or without the state, or compe
production of verified copies;

(2) prepare al forms or blanks for obtaining information that the commissioner may deem necessary or useful
for the proper exercise of the authority and duties of the commissioner in connection with regulated businesses, and
prescribe the time and manner within which the blanks and forms must be completed and filed;

(3) ingpect, at al reasonable times, and copy the books, records, memoranda, correspondence, or other
documents and records of any business under the commissioner's jurisdiction; and

(4) examine, under oath, any officer, agent, or employee of a business under the commissioner's jurisdiction
concerning any matter within the commissioner's jurisdiction:; and

(5) assess common carriers, administer the state rail safety inspection account, and perform other duties on
behalf of the state rail safety inspector under section 219.015.
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Sec. 3. [219.015] STATE RAIL SAFETY INSPECTOR.

(a) The commissioner of transportation shall establish a position of state rail safety inspector in the Office of
Freight and Commercial Vehicle Operations of the Minnesota Department of Transportation. The commissioner
shall apply to the Federal Railroad Administration (FRA) of the United States Department of Transportation to
participate in the Federal State Rail Safety Partnership Program for training and certification of an inspector under
authority of United States Code, title 49, sections 20103, 20105, 20106, and 20113, and Code of Federal
Regulations, title 49, part 212. The state rail safety inspector shall inspect mainline track, secondary track, and yard
and industry track; inspect railroad right-of-way, including adjacent or intersecting drainage, culverts, bridges,
overhead structures, and traffic and other public crossings; inspect yards and physical plants; review and enforce
safety reguirements, review maintenance and repair records; and review railroad security measures. To the extent
delegated by the commissioner, the inspector may issue citations for violations of this chapter, or to ensure railroad
employee and public safety and welfare.

(b) The commissioner shall annually assess railroad companies that are (1) defined as common carriers under
section 218.011, (2) classified by federal law or regulation as Class | Railroads or Class | Rail Carriers, and (3)
operating in this state, by a division of equal proportion between carriers, assessed in equal amounts for 365 days of
the calendar year. The commissioner shall assess all start-up or re-establishment costs, and all related costs of
initiating the state rail safety inspector program beginning July 1, 2007. The state rail inspector duties must begin
and be assessed on January 1, 2008. The assessments must be deposited in a special account in the special revenue
fund, to be known as the state rail safety inspection account. Money in the account is appropriated to the
commissioner and may be expended to cover the costs incurred for the establishment and ongoing responsibilities of
the state rail safety inspector.

(c) The commissioner may exempt a common carrier not federally classified as Class | from violations for a
period of up to two years if the common carrier applies for participation in a work site safety coaching program,
such as the "MNSharp" program administered by the Minnesota Department of Labor and Industry, and the
commissioner determines such participation to be preferred enforcement for safety or security violations.

(d) Any person aggrieved by an assessment levied under this section may appeal within 90 days any assessment,
violation, or administrative penalty to the Office of Administrative Hearings, with further appeal and review by the
district court.

Sec. 4. [219.371] DEFINITIONS.

Subdivison 1. Scope. The terms used in sections 219.371 to 219.382 have the meanings given them in this
section and section 218.011.

Subd. 2. Inside edge of a walkway. "Inside edge of a walkway" means that edge of a walkway closest to the
nearest rail of the track for which the walkway is constructed.

Subd. 3. Major repair. "Major repair”" means arepair that normally requires greater than four hours of work to
accomplish or involves the use of specialized tools and equipment. Major repairs include such activities as coupler
replacement, draft gear repair, and repairs reguiring the use of an air jack, but the term does not include changing
whedls on intermodal |oading ramps either with or without an air jack.

Subd. 4. Railroad shop or repair track. "Railroad shop" or "repair track” means afixed repair facility or track
that isregularly and consstently used to perform major repairs, regardless of whether a mobile repair vehicleis used
to conduct the repairs.
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Subd. 5. Structure. "Structure' meansany bridge or trestle on which arailroad track is constructed.

Subd. 6. Walkway. "Wakway" means a pathway |located aongside or in the vicinity of arailroad track for the
purpose of providing an areafor railroad employees to perform their normal trackside duties.

Subd. 7. Yard. "Yard" means a system of tracks other than main tracks and sidings used for making up trains,
storing cars, and other purposes including the inspection, repair, and cleaning of cars.

Sec. 5. [219.372] WALKWAYSON BRIDGESAND TRESTLES.

(a) All walkways must be kept free from obstacles that would render them unsafe or difficult to traverse on foot,
except those facilities with minimum clearances prescribed by other sections of this chapter.

(b) Walkways must be equipped with a securely attached handrail located on the side of the walkway farthest
from the track, except no handrails are required on through-girder structures. Handrails must be located so as to
comply with the clearance standardsin sections 219.45 to 219.53.

(c) Walkways on bridges and trestles must conform to the standards of width, surface, and vertica placement for
walkways alongside track set forth in section 219.373, except that the insde edge of such a walkway may be placed
closer than six feet from the nearest rail when necessary.

(d) This section does not apply to culverts.

Sec. 6. [219.373] WALKWAYSBY TRACK:; GENERAL STANDARDS.

(a) Consstent with section 219.50, every railroad company shall provide a walkway alongside track that has a
regular surfacethat is smooth and safe for use by railroad employees and other persons who have dutiesin proximity
to trains. The walkway must be kept reasonably free of hazards and obstructions, including, but not limited to,
debris, litter, fud, ail, sand, boulders, posts, tie materias, holes, ruts, potholes, grains, grain products or byproducts,
fertilizer products, chemical, chemica molten, sted, tin, metallic products, solid raw minerals, palletized products,
silica products, materias spilled during revenue shipment, and detached pieces or parts of railroad rolling stock or
track structure.

(b) Except as otherwise provided in paragraph (g) or otherwise exempted by other law, a walkway alongside
track that is reguired under sections 219.373 to 219.382 must be constructed and maintained in conformity to the
standards in sections 219.373 to 219.383.

(c) A walkway alongside track that is reqguired pursuant to sections 219.373 to 219.382 must:

(1) provide areasonably regular surface that is smooth and safe for use by railroad employees and other persons
who have dutiesin proximity to trains;

(2) be surfaced with crushed material, asphaltic concrete, planking, or other material that does not compromise
track drainage;

(3) unless the grade of the track is greater than oneinch in eight inches, have a grade that isless than oneinch in
eight inches;

(4) if the walkway is alongside track with a curve greater than 18 degrees, be not |ess than one foot wider than
otherwise required; and
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(5) be kept reasonably free of hazards and obstructions listed in paragraph (a).

(d) Except as provided otherwise in this section or sections 219.374 to 219.379, walkways located along main-
line tracks and tracks where switching is regularly performed more than twice in a seven-day period must be
surfaced with crushed material not to exceed American Railway Engineering and Maintenance-of-Way Association
(AREMA) standard number 4, 1-1/2 inchesin Sze, or with asphalt, concrete, planking, grating, or similar material.

(e) Walkways located along switching lead tracks, switches in yards, car spotting areas, and railroad shop or
repair tracks must be surfaced with crushed materid not to exceed AREMA standard number 5, three-fourths to one
inch in size, or with asphalt, concrete, planking, grating, or similar material.

(f) This section is temporarily suspended during periods of heavy rain or show, derailments, rocks and earth
dides, and similar abnormal periods and for areasonabl e time thereafter to permit restoration work.

(g) Compliance with sections 219.372 to 219.379 is not a defense to any civil action brought for the violation of
arailroad safety law, regulation, rule, or order.

(h) The commissioner, after investigation, upon the commissioner's own motion, or upon the petition of the
agarieved person, may determine that the safety of railroad employees requires implementation of the applicable
standards set forth in paragraphs (b) to (e), for any walkway.

Sec. 7. [219.374] WALKWAYSBY MAIN-LINE TRACK.

Except as otherwise provided in section 219.375, 219.377, or 219.378, wakways alongside main-line track, in
addition to the reguirements of section 219.373, must:

(1) be present on each side of the track within two miles in either direction of a track-side train defect detector,
with atotal walkway length of not |essthan 300 feet at each inspection location;

(2) be not less than two feet in width; and

(3) provide a minimum sde clearance of 8-1/2 feet from the centerline of the track to the outside edge of the
walkway.

Sec. 8. [219.375] WALKWAYSBY TRACK AT SIDING LOCATIONS.

Walkways alongside main-line and branch-line track at siding locations, in addition to the reguirements of
section 219.373, must:

(1) be present:

(i) on the outside of the main-line or branch-linetrack; and

(ii) on the outside of the siding track;

(2) be not less than two feet in width; and

(3) provide a minimum sde clearance of 8-1/2 feet from the centerline of the track to the outside edge of the
walkway.
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Sec. 9. [219.3755] WALKWAYSBY TRACKSWHERE TRAIN CREWS SHIFT.

Walkways alongside main-line and siding tracks at nontermina |locations that are frequently used as train crew
relief for boarding and deboarding crews, in addition to the requirements of section 219.373, must:

(1) be present:

(i) on the outside of the main-line or branch-linetrack; and

(ii) on the outside of the siding track;

(2) be not less than two feet in width;

(3) provide a minimum sde clearance of 8-1/2 feet from the centerline of the track to the outside edge of the
walkway;

(4) be surfaced according to AREMA standard number 5 or with three-fourths inch to one inch crushed material,
asphalt, concrete, planking, or other material that does not compromise track drainage; and

(5) run continuous from aroad, walkway, or other right-of-way to 100 feet past the designated stopping point for
the train or locomative.

Sec. 10. [219.376] WALKWAYS BY TRACK IN YARDS, INDUSTRY TURNOUTS, AND SPOTTING
AREAS.

Walkways alongside track in al yards and in advance thereof, wherever an employee's assigned duties regularly
reguire the employee to be present on the ground in proximity to the track and, except as otherwise provided in
section 219.377 or 219.378, in industry turnouts and spotting areas, in addition to the requirements of section
219.373, must:

(1) be present on each side of the track not | ess than 50 feet in advance of the turnout;

(2) be not less than two feet in width;

(3) provide a minimum sde clearance of 8-1/2 feet from the centerline of the track to the outside edge of the
walkway; and

(4) if thetrack isin ayard where substantial switching is performed, be:

(i) present between tracks;

(ii) present dongsde tracks bordering the yard or switching area; and

(iii) if the tracks are 17 feet apart or |ess, continuous between the tracks.

Sec. 11. [219.377] WALKWAYS BY TRACK AT MAIN-LINE TURNOUTS ENTERING YARDS OR
SERVING INDUSTRY TRACKS.

Except as otherwise provided in section 219.378 or 219.379, wakways alongside track at main-line turnouts
entering yards or serving industry tracks, in addition to the requirements of section 219.373, must:
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(1) be present on the switch stand side of the track from not less than 50 feet ahead of each switch stand to not
less than 25 feet beyond the 12-1/2 feet clearance point behind the switch stand;

(2) if 20 feet or more from the switch stand, be not |ess than six feet in width;

(3) if less than 20 feet, but more than four feet from the switch stand:

(i) be not less than six feet in width;

(ii) have a straight outer edge; and

(iii) occupy atotal area of not less than 120 sguare feet; and

(4) if less than four feet from the switch stand, be not |ess than three feet in width.

Sec. 12. [219.378] WALKWAYSBY MAIN-LINE TRACK AT TURNOUTS FOR SWITCHING CARS.

Walkways alongside main-line track at turnouts used frequently for switching cars, in addition to the
requirements of sections 219.373 to 219.377, must:

(1) be present on the switch stand side of the track from not less than 125 feet ahead of the switch stand to not
less than 25 feet beyond the 12-1/2 feet clearance point behind the switch stand;

(2) if 20 feet or more from the switch stand, be not |ess than six feet in width;

(3) if less than 20 feet, but more than four feet from the switch stand:

(i) be not less than six feet in width;

(ii) have a straight outer edge; and

(iii) occupy atotal area of not less than 120 sguare feet; and

(4) if less than four feet from the switch stand, be not |ess than three feet in width.

Sec. 13. [219.379] WALKWAYSBY TRACK AT OTHER TURNOUTS.

Walkways alongside tracks at short-line and branch-line turnouts and, except as otherwise provided in section
219.378, at all power-operated turnouts, in addition to the requirements of section 219.373, must:

(1) be present on the switch stand side of the track from not |ess than 50 feet ahead of the switch stand to not less
than the 12-1/2 feet clearance point behind the switch stand;

(2) if ten feet or more from the switch stand, be not |ess than five feet in width;

(3) if less than ten feet, but more than four feet from the switch stand:

(i) be not less than five feet in width;

(ii) have a straight outer edge; and
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(iii) occupy atotal area of not less than 39 square feet; and

(4) if four feet or less from the switch stand, be not |ess than three feet in width.

Sec. 14. [219.381] WALKWAY EXEMPTIONS.

Subdivision 1. Existing track. (a) Section 219.373, paragraphs (b) to (g), and sections 219.374 to 219.379 and
219.382 do not apply to track placed in revenue service before the effective date of this section until the date and
time track and supporting structure are repaired, resurfaced, replaced, or as ordered by the commissioner of
transportation pursuant to paragraph (b).

(b) The commissioner of transportation shall issue an order requiring the construction or maintenance of a
walkway alongside track described in paragraph (a) on determining, after notice and hearing, that the construction or
maintenance of a walkway alongside the track is necessary to eliminate an unsafe or hazardous condition.

Subd. 2. Small business. (a) Except as otherwise provided in paragraph (b), a small business that owns or
operates any track in this stateis exempt from sections 219.373 to 219.382.

(b) On determining after notice and hearing that exempting a small business that owns or operates any track in
this state pursuant to paragraph (a) poses an unreasonable threat of substantial harm to the public safety, the
commissioner of transportation shall order that business to €liminate any unsafe walkway condition.

(c) Asused in this section, "small business' has the meaning given it in section 645.445.

Sec. 15. [219.382] LIABILITY.

Sections 219.371 to 219.379 do not preclude or preempt civil liability to an injured party under state or federal
laws for failureto provide areasonably safe walkway.

Sec. 16. SHORT TITLE.

Sections 2 to 15 may be cited as the "Railroad Walkways Safety Act.”

Sec. 17. EFFECTIVE DATE.

Thisarticleis effective July 1, 2007."

Deete thetitle and insert:

"A bill for an act relating to transportation; modifying or adding provisions related to geotechnical investigations
before eminent domain proceedings, streets and highways, highway safety rest areas, highway construction bids and
training, town road abandonment, bridges, special mobile equipment, motor vehicle titles, motor vehicle transfers,
traffic regulations, flammable liquid definition, drivers licenses and identification cards, the Real ID Act, traffic-
control signals, transportation goals and mission, statewide transportation plan, metropolitan transportation system
performance evaluations, transportation contracts, rail service improvement, use of rail bank property, towing,
transit and paratrandt, special transportation, small vehicle passenger service, transportation accessibility, transit
ways and facilities, light rail trangit, vehicle license plates, vehicle size and weight restrictions, vehicle load limits
and permits, paper product vehicle routes and permits, definition of full-size pickup truck, vehicle idle reduction
technology, commercial vehicles and drivers, vehicle regigration, insurance requirements for vehicles owned by
charitable organizations, the Unified Carrier Registration Agreement, household goods movers, obsolete motor
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carrier laws and conforming changes, railroad company reguirements, the position of state rail safety inspector, and
the Railroad Wakways Safety Act; requiring studies and reports, imposing penalties, making clarifying and
technical changes, appropriating money; amending Minnesota Statutes 2006, sections 117.041, by adding a
subdivision; 160.02, subdivison 19, by adding a subdivision; 161.14, subdivison 18, by adding subdivisions,
161.32, subdivisions 1, 1b, 4; 164.06, subdivision 2; 165.01; 165.03; 168.011, subdivision 22; 168.013, subdivision
le; 168.10, subdivisions 1a, 1b, 1c, 1d, 1g, 1h, 1i; 168.12, subdivisions 1, 2, 2a, 2b, 2c, 2d, 2e;, 168A.01, by adding a
subdivision; 168A.05, subdivisions 3, 5; 168A.10, subdivision 1; 168A.101; 168A.151, subdivision 1; 168A.153;
168B.04, subdivision 2; 169.01, subdivisions 4c, 19, 20, 78, by adding a subdivision; 169.041, subdivisions 1, 2;
169.06, subdivison 5; 169.14, subdivision 2; 169.34; 169.471, subdivision 1; 169.781; 169.782, subdivision 1;
169.783, subdivision 1; 169.81, subdivisions 2, 3c; 169.823, subdivision 1; 169.824, subdivision 2; 169.8261;
169.86, subdivision 5, by adding a subdivision; 169.862; 169.864, subdivisions 1, 2; 169.87, subdivision 4; 171.01,
by adding a subdivision; 171.02, subdivision 1; 171.06, subdivision 3; 171.07, subdivisions 1, 3; 171.14; 174.01,
subdivision 2; 174.02, subdivision 1la; 174.03, subdivison 1, by adding subdivisons, 174.24, subdivision 2a;
174.255, by adding a subdivision; 174.29, by adding subdivisions; 174.30, subdivisions 4, 9; 174.64, subdivisions 2,
4; 174.66; 218.021, subdivision 1; 218.041, subdivision 6; 221.011, subdivision 8, by adding a subdivision; 221.025;
221.026; 221.031, subdivisions 1, 6; 221.0314, subdivision 9, by adding a subdivision; 221.033, subdivision 2d;
221.036, subdivisions 1, 3; 221.037, subdivision 1; 221.091, subdivision 2; 221.131; 221.132; 221.141, subdivisions
1, 4, 221.185; 221.221, subdivision 3; 221.231; 221.291, subdivision 4; 221.60, subdivision 1, by adding a
subdivision; 222.50, subdivision 7; 222.63, subdivision 4, by adding a subdivision; 299F.60, subdivision 1; 299J.16,
subdivision 1; 325F.665, by adding a subdivision; 473.1466; 473.166; 473.386, subdivisions 1, 2, 2a, 3; 473.399;
473.3993, subdivisions 1, 3, by adding a subdivision; 473.3994; 473.3997; 473.4051; 473.408, by adding a
subdivision; Laws 2005, First Special Session chapter 1, article 4, section 39; proposing coding for new law in
Minnesota Statutes, chapters 160; 161; 169; 174; 219; 221; 473; repealing Minnesota Statutes 2006, sections
168A.05, subdivision 5a; 174.65; 221.011, subdivisions 24, 25, 28, 29, 38, 41, 44, 45; 221.0252, subdivision 7;
221.072; 221.111; 221.121, subdivisions 1, 2, 3, 4, 5, 6, 6a, 6¢c, 6d, 6e, 6f 7; 221.122; 221.123; 221.131,
subdivisions 2a, 3; 221.141, subdivision 6; 221.151; 221.152; 221.153, subdivisions 1, 2; 221.161; 221.171;
221.172, subdivisions 3, 4, 5, 6, 7, 8; 221.296, subdivisions 3, 4, 5, 6, 7, 8; 221.60, subdivisions 2, 3, 3g, 4, 5, 6;
221.601; 221.602; 325E.0951, subdivision 3a; 473.1465; 473.247; Laws 1999, chapter 230, section 44."

With the recommendation that when so amended the hill pass and be re-referred to the Committee on Ways and
Means.

The report was adopted.

Carlson from the Committee on Finance to which was referred:

H. F. No. 1564, A hill for an act relating to education finance; creating a special education maintenance of effort
adjustment; amending Minnesota Statutes 2006, section 125A.76, by adding a subdivision.

Reported the same back with the recommendation that the bill pass and be re-referred to the Committee on Ways
and Means.

The report was adopted.
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Carlson from the Committee on Finance to which was referred:

H. F. No. 2245, A hill for an act relating to education; modifying general education aid; amending Minnesota
Statutes 2006, section 126C.13, subdivision 4.

Reported the same back with the recommendation that the bill pass.

The report was adopted.

Lenczewski from the Committee on Taxes to which wasreferred:

H. F. No. 2362, A hill for an act relating to sales and use tax; requiring the Department of Revenue to do a study
of sales and use tax.

Reported the same back with the following amendments:
De ete everything after the enacting clause and insert:
"ARTICLE 1

HOMESTEAD CREDIT STATE REFUND
HOMEOWNERS AND RENTERS

Section 1. Minnesota Statutes 2006, section 273.1384, subdivision 1, isamended to read:

Subdivison 1. Residential homestead market value credit. (a) Each county auditor shall determine a
homestead credit for each class 1a, 1b, and 2a homestead property within the county equal to 0.4 percent of the first
$76,000 of market value of the property minus .09 percent of the market value in excess of $76,000. The credit
amount may not be less than zero. In the case of an agricultural or resort homestead, only the market value of the
house, garage, and immediately surrounding one acre of land is eligible in determining the property's homestead
credit. In the case of a property that is classified as part homestead and part nonhomestead, (i) the credit shall apply
only to the homestead portion of the property, but (ii) if a portion of a property is classified as nonhomestead solely
because not dl the owners occupy the property, not all the owners have qualifying relatives occupying the property,
or soldy because not all the spouses of owners occupy the property, the credit amount shall be initially computed as
if that nonhomestead portion were also in the homestead class and then prorated to the owner-occupant's percentage
of ownership. For the purpose of this section, when an owner-occupant's spouse does not occupy the property, the
percentage of ownership for the owner-occupant spouse is one-half of the couple's ownership percentage.

(b) For property taxes payable in 2008 and thereafter, the county auditor shall determine the amount of the
homestead credit under paragraph (a) and this paragraph. The county auditor shall report the amount of the credit to
the taxpayer on the property tax statement or in another manner, as authorized by the commissioner of revenue. The
amount of the credit allowed for the property taxes payable year is to be computed as the following percentage of
the credit amount under paragraph (a):

(1) for property taxes payable in 2008, 100 percent;

(2) for property taxes payable in 2009, 60 percent;
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(3) for property taxes payable in 2010, 30 percent; and

(4) for property taxes payable in 2011 or thereafter, no credit is all owed.

EFFECTIVE DATE. Thissection is effective beginning for property taxes payablein 2008.

Sec. 2. Minnesota Statutes 2006, section 276.04, subdivision 2, is amended to read:

Subd. 2. Contents of tax statements. (@) The treasurer shal 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 atabulated 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 municipdity, and the
total of the metropolitan special taxing digtricts as defined in section 275.065, subdivision 3, paragraph (i), must be
separately stated. The amounts due all other specia taxing districts, if any, may be aggregated except that any levies
made by the regional rail authorities in the county of Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, or
Washington under chapter 398A shall be listed on a separate line directly under the appropriate county'slevy. 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 may be separated 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 isrequired on the tax statements for real property.

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

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

(2) the property's taxable market val ue after reductions under section 273.11, subdivisions 1laand 16;
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£ (4) the net tax payable in the manner required in paragraph (a).

(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 deliberations for the current year, and encouraging taxpayers to 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.

EFFECTIVE DATE. Thissection is effective for taxes payable in 2008 and thereafter.

Sec. 3. Minnesota Statutes 2006, section 290A.03, subdivision 13, is amended to read:

Subd. 13. Property taxes payable. "Property taxes payable’ means the property tax exclusive of specia
assessments, penalties, and interest payable on a claimant's homestead after deductions made under sections
273.135, 273:1384; 273.1391, 273.42, subdivision 2, and any other state paid property tax credits in any calendar
year, and after any refund claimed and allowable under section 290A.04, subdivision 2h, that is first payable in the
year that the property tax is payable. Beginning for property taxes payable in 2008, the amount of the credit under
section 273.1384, subdivision 1, mugt not be deducted in computing property taxes payable. In the case of a
claimant who makes ground lease payments, "property taxes payable" includes the amount of the payments directly
attributable to the property taxes assessed againg the parcel on which the house is located. No apportionment or
reduction of the "property taxes payable" shall be required for the use of a portion of the claimant's homestead for a
business purpose if the claimant does not deduct any business depreciation expenses for the use of a portion of the
homestead in the determination of federal adjusted grossincome. For homesteads which are manufactured homes as
defined in section 273.125, subdivision 8, and for homesteads which are park trailers taxed as manufactured homes
under section 168.012, subdivision 9, "property taxes payable" shall also include 19 percent of the grossrent paidin
the preceding year for the site on which the homestead is located. When a homestead is owned by two or more
persons as joint tenants or tenants in common, such tenants shall determine between them which tenant may claim
the property taxes payable on the homestead. If they are unable to agree, the matter shall be referred to the
commissioner of revenue whose decision shall befina. Property taxes are considered payable in the year prescribed
by law for payment of the taxes.

In the case of a claim relating to "property taxes payable," the claimant must have owned and occupied the
homestead on January 2 of the year in which the tax is payable and (i) the property must have been classified as
homestead property pursuant to section 273.124, on or before December 15 of the assessment year to which the
"property taxes payable' reate; or (ii) the claimant must provide documentation from the local assessor that
application for homestead classification has been made on or before December 15 of the year in which the "property
taxes payabl €' were payable and that the assessor has approved the application.

EFFECTIVE DATE. This section is effective beginning for refund claims based on property taxes payable in
2008.
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Sec. 4. Minnesota Statutes 2006, section 290A.04, subdivision 2a, is amended to read:

Subd. 2a. Renters. (a) A claimant whose rent constituting property taxes exceeds the percentage of the
household income stated below must pay an amount equd to the percent of income shown for the appropriate
household income level along with the percent to be paid by the claimant of the remaining amount of rent
congtituting property taxes. The state refund equal s the amount of rent constituting property taxes that remain, up to
the maximum state refund amount shown bel ow.

Household Income Percent of Income Percent Paid by Claimant ~ Maximum State Refund
$0-t0-3,589 1.0 percent 5 percent $1.190
$0t0 4,579 $1,500

3590104779 1.0 percent 10 percent $1190
4,580t0 6,099 $1,500
4.78010-5,969 1.1 percent 10 percent $1190
6,100 to 7,619 $1,500
5,970t0-8,369 1.2 percent 10 percent $1190
7,620 to 10,669 $1,500
8;376te-10,759 1.3 percent 15 percent $1190
10,670t0 13,729 $1,500
10,760t0-11,949 1.4 percent 15 percent $1190
13,7300 15,239 $1,500
11,950t0-13;139 1.4 percent 20 percent $1190
15,240 t0 16,769 $1,500
13,140t0-15;,539 1.5 percent 20 percent $1190
16,7700 19,829 $1,500
15,540t0-16;729 1.6 percent 20 percent $1190
19,830 t0 21,349 $1,500
16,7360t0-14919 1.7 percent 25 percent $1190
21,350 to 22,859 $1,500
1£,920t0-20,319 1.8 percent 25 percent $1190
22,860 to 25,929 $1,500
20,320t0-21,509 1.9 percent 30 percent $1190
25,930 to 27,439 $1,500
21.510t0-22.699 2.0 percent 30 percent $1190
27,440 to 28,959 $1,500
22,700t0-23;899 2.2 percent 30 percent $1:190

28,960 t0 30,499 $1.500
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23,900-t0-25,089 2.4 percent 30 percent $1190
30,500 to 32,009 $1,500
25;090-t0-26,289 2.6 percent 35 percent $1190
32,010t0 33,539 $1,500
26,290-t0- 27,489 2.7 percent 35 percent $1190
33,5401t0 35,079 $1,500
2F490t0-28.679 2.8 percent 35 percent $1190
35,080 to 36,589 $1,500
28,680t0-29,869 2.9 percent 40 percent $1190
36,590 to 38,109 $1,500
29,870t0-31,679 3.0 percent 40 percent $1190
38,110t0 39,649 $1,500
31,080t0-32,269 3.1 percent 40 percent $1190
39,650t0 41,169 $1,500
32,270t0-33;459 3.2 percent 40 percent $1190
41,170 to 42,689 $1,500
33,460-t0-34,649 3.3 percent 45 percent $1,080
42,690 to 49,729 $1,370
34,650t0-35,849 3.4 percent 45 percent $960
49,730t0 51,459 $1,220
35,850t0-37,049 3.5 percent 45 percent $830
51,460 to 53,189 $1,050
3£050t0-38,239 3.5 percent 50 percent $720

53,190 to 54,899 $910

38,240t6-39;439 3.5 percent 50 percent $600

54,900 to 56,609 $760

38,440-t0-40,629 3.5 percent 50 percent $360

56,610 to 58,319 $450

40,630t0-41,819 3.5 percent 50 percent $120

58,320 to 60,000 $150

(b) The payment made to a claimant is the amount of the state refund calculated under this subdivision. No
payment is allowed if the claimant's household income is $41,820 $60,000 or more.

EFFECTIVE DATE. Thissection is effective beginning for clamsfiled for rent paid after December 31, 2006.
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Sec. 5. Minnesota Statutes 2006, section 290A.04, subdivision 2h, is amended to read:

Subd. 2h. Additional refund. (a) If the gross property taxes payable on a homestead increase more than 12
percent over the property taxes payable in the prior year on the same property that is owned and occupied by the
same owner on January 2 of both years, and the amount of that increase is $100 or more, a claimant who is a
homeowner shall be allowed an additional refund equal to 60 percent of the amount of the increase over the greater
of 12 percent of the prior year's property taxes payable or $100. This subdivision shall not apply to any increase in
the gross property taxes payable attributable to improvements made to the homestead after the assessment date for
the prior year's taxes. This subdivision shall not apply to any increase in the gross property taxes payable
attributable to the termination of valuation exclusions under section 273.11, subdivision 16, or to the reduction in
and elimination of the homestead market value credit under section 273.1384, subdivision 1, paragraph (b).

The maximum refund allowed under this subdivision is $1,000.

(b) For purposes of this subdivision "gross property taxes payable' means property taxes payable determined
without regard to the refund allowed under this subdivision.

(c) In addition to the other proofs required by this chapter, each claimant under this subdivision shall file with
the property tax refund return a copy of the property tax statement for taxes payable in the preceding year or other
documents required by the commissioner.

(d) Upon request, the appropriate county official shall make available the names and addresses of the property
taxpayers who may be eigible for the additional property tax refund under this section. The information shall be
provided on a magnetic computer disk. The county may recover its costs by charging the person requesting the
information the reasonable cost for preparing the data. The information may not be used for any purpose other than
for notifying the homeowner of potential digibility and assisting the homeowner, without charge, in preparing a
refund claim.

EFFECTIVE DATE. This section is effective for claims based on property taxes payable in 2008 and
thereafter.

Sec. 6. Minnesota Statutes 2006, section 290A.04, is amended by adding a subdivision to read:

Subd. 2k. Homestead credit state refund. (@) A claimant who is a homeowner is entitled to a state refund of
the amount of the property taxes payable in excess of two percent of the claimant's household income, based on the
percentage and maximum for the appropriate household income level shown below. The refund amount determined
from the table must be reduced further by the amount of the homestead market value credit under section 273.1384,
subdivision 1, paragraph (b), but not to an amount that isless than zero.

Household Income Refund Percentage Maximum State Refund
0to $5,399 90 percent $2,500
5,400 to 18,899 85 percent 2,500
18,900 to 26,999 80 percent 2,500
27,000 to 32,399 75 percent 2,500

32,400 to 37,799 70 percent 2,500
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37,800 to 45,899 65 percent 2,500
45,900 to 64,699 60 percent 2,500
64,700 to 80,899 55 percent 2,300
80,900 to 94,399 50 percent 2,100
94,400 to 99,299 45 percent 1,900
99,300 to 104,099 40 percent 1,700
104,100 to 115,599 30 percent 1,500
115,600 to 127,199 30 percent 1,250
127,200 to 134,099 25 percent 1,000
134,100 to 138,799 25 percent 750
138,800 to 144,399 25 percent 500
144,400 to 150,000 25 percent 250

(b) No payment is alowed under paragraph (a) if the claimant's household income is more than $150,000.

EFFECTIVE DATE. Thissection is effective beginning for claims based on property taxes payable in 2008.

Sec. 7. Minnesota Statutes 2006, section 290A.04, subdivision 4, is amended to read:

Subd. 4. Inflation adjustment. Beginning for property tax refunds payable in calendar year 2002 2009, the
commissioner shall annually adjust the dollar amounts of the income thresholds and the maximum refunds under
subdivisions 2-and 2a and 2k for inflation. The commissioner shall make the inflation adjustments in accordance
with section 1(f) of the Internal Revenue Code, except that for purposes of this subdivision the percentage increase
shall be determined from the year ending on June 30, 2000 2007, to the year ending on June 30 of the year preceding
that in which the refund is payable. The commissioner shall use the appropriate percentage increase to annually
adjust the income thresholds and maximum refunds under subdivisions 2-and 2a and 2k for inflation without regard
to whether or not the income tax brackets are adjusted for inflation in that year. The commissioner shall round the
thresholds and the maximum amounts, as adjusted to the nearest $10 amount. If the amount ends in $5, the
commissioner shal round it up to the next $10 amount.

The commissioner shall annually announce the adjusted refund schedule a the same time provided under section
290.06. The determination of the commissioner under this subdivision is not a rule under the Administrative
Procedure Act.

EFFECTIVE DATE. Thissection is effective beginning for claims based on property taxes payable in 2009.

Sec. 8. REPEALER.

Minnesota Statutes 2006, section 290A.04, subdivision 2, is repeal ed.

EFFECTIVE DATE. Thissection is effective for claims based on property taxes payable in 2008 and | ater.
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ARTICLE 2
AIDSTO LOCAL GOVERNMENTS

Section 1. Minnesota Statutes 2006, section 477A.011, subdivision 34, isamended to read:

Subd. 34. City revenue need. (@) For a city with a population equal to or greater than 2,500, "city revenue
need" isthe sum of (1) 5.0734098 times the pre-1940 housing percentage; plus (2) 19.141678 times the population
decline percentage; plus (3) 2504.06334 times the road accidents factor; plus (4) 355.0547; minus (5) the
metropolitan area factor; minus (6) 49.10638 times the household size.

(b) For acity with a populatlon less than 2,500, "C|ty revenue n%d" |s the sum of (1) 2%87—Hm&the~pre—4:949

i T2 031 multlplled
by the dlfference between the ci tv S populatlon and 100. The city revenue need for aci tv with a population less than

2,500 may not exceed 500.

(c) For acity with a population of 2,500 or more and a population in one of the most recently available five years
that was less than 2,500, "city revenue need" is the sum of (1) its city revenue need calculated under paragraph (a)
multiplied by its transition factor; plus (2) its city revenue need calculated under the formula in paragraph (b)
multiplied by the difference between one and its trangition factor. For purposes of this paragraph, a city's "transition
factor" is equal to 0.2 multiplied by the number of years that the city's population estimate has been 2,500 or more.
This provision only applies for aids payable in calendar years 2006 to 2008 to cities with a 2002 population of less
than 2,500. It appliesto any city for aids payable in 2009 and thereafter.

(d) The city revenue need cannot be less than zero.

(e) For calendar year 2005 2008 and subsequent years, the city revenue need for a city, as determined in
paragraphs (a) to (d), is multiplied by the ratio of the annual implicit price deflator for government consumption
expenditures and gross investment for state and local governments as prepared by the United States Department of
Commerce, for the most recently available year to the 2003 2000 implicit price deflator for state and local
government purchases.

EFFECTIVE DATE. Thissection is effective for aids payable in 2008.

Sec. 2. Minnesota Statutes 2006, section 477A.011, subdivision 36, isamended to read:

Subd. 36. City aid base. (a) Except as otherwise provided in this subdivision, "city aid base" is zero.

(b) The city aid base for any city with a population less than 500 is increased by $40,000 for aids payable in
calendar year 1995 and thereafter, and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragraph (c), isaso increased by $40,000 for aids payable in calendar year 1995 only, provided that:

(i) the average total tax capacity rate for taxes payable in 1995 exceeds 200 percent;

(i) the city portion of the tax capacity rate exceeds 100 percent; and

(iii) its city aid base is less than $60 per capita.
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(c) Thecity aid base for acity is increased by $20,000 in 1998 and thereafter and the maximum amount of total
aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso increased by $20,000 in calendar
year 1998 only, provided that:

(i) the city has a population in 1994 of 2,500 or more;

(ii) the city islocated in a county, outside of the metropalitan area, which contains a city of the firg class;

(iii) the city's net tax capacity used in calculating its 1996 aid under section 477A.013 is less than $400 per
capita; and

(iv) at least four percent of the total net tax capacity, for taxes payable in 1996, of property located in the city is
classified asrailroad property.

(d) Thecity aid base for a city isincreased by $200,000 in 1999 and thereafter and the maximum amount of total
aid it may receive under section 477A.013, subdivision 9, paragraph (c), is also increased by $200,000 in calendar
year 1999 only, provided that:

(i) the city was incorporated as a statutory city after December 1, 1993;

(ii) its city aid base does not exceed $5,600; and

(iii) the city had a population in 1996 of 5,000 or more.

(e) Thecity aid base for a city isincreased by $450,000 in 1999 to 2008 and the maximum amount of total aid it
may receive under section 477A.013, subdivision 9, paragraph (c), is aso increased by $450,000 in caendar year
1999 only, provided that:

(i) the city had a population in 1996 of at least 50,000;

(i) its population had increased by at least 40 percent in the ten-year period ending in 1996; and

(iii) its city's net tax capacity for aids payablein 1998 isless than $700 per capita.

(f) The city aid base for a city is increased by $150,000 for aids payable in 2000 and thereafter, and the
maximum amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso increased
by $150,000 in calendar year 2000 only, provided that:

(2) the city has a population that is greater than 1,000 and less than 2,500;

(2) its commercid and industrial percentage for aids payablein 1999 is greater than 45 percent; and

(3) thetotal market value of all commercial and industria property in the city for assessment year 1999 is at least
15 percent less than the total market value of all commercia and industrial property in the city for assessment year
1998.

(9) The city aid base for a city is increased by $200,000 in 2000 and thereafter, and the maximum amount of
total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is also increased by $200,000 in
calendar year 2000 only, provided that:

(2) the city had a population in 1997 of 2,500 or more;
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(2) the net tax capacity of the city used in calculating its 1999 aid under section 477A.013 is less than $650 per
capita;

(3) the pre-1940 housing percentage of the city used in calculating 1999 aid under section 477A.013 is greater
than 12 percent;

(4) the 1999 local government aid of the city under section 477A.013 is less than 20 percent of the amount that
the formula aid of the city would have been if the need increase percentage was 100 percent; and

(5) thecity aid base of the city used in calculating aid under section 477A.013 isless than $7 per capita

(h) The city aid base for a city is increased by $102,000 in 2000 and thereafter, and the maximum amount of
total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is also increased by $102,000 in
calendar year 2000 only, provided that:

(2) the city has a population in 1997 of 2,000 or more;

(2) the net tax capacity of the city used in calculating its 1999 aid under section 477A.013 is less than $455 per
capita;

(3) the net levy of the city used in calculating 1999 aid under section 477A.013 is greater than $195 per capita;
and

(4) the 1999 local government aid of the city under section 477A.013 is less than 38 percent of the amount that
the formula aid of the city would have been if the need increase percentage was 100 percent.

(i) The city aid base for a city isincreased by $32,000 in 2001 and thereafter, and the maximum amount of total
aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso increased by $32,000 in calendar
year 2001 only, provided that:

(2) thecity hasa population in 1998 that is greater than 200 but less than 500;

(2) the city's revenue need used in calculating aids payable in 2000 was greater than $200 per capita;

(3) the city net tax capacity for the city used in calculating aids available in 2000 was equal to or less than $200
per capita;

(4) thecity aid base of the city used in calculating aid under section 477A.013 isless than $65 per capita; and

(5) thecity'sformulaaid for aids payable in 2000 was greater than zero.

() The city aid base for a city is increased by $7,200 in 2001 and thereafter, and the maximum amount of total
aid it may receive under section 477A.013, subdivision 9, paragraph (c), is also increased by $7,200 in calendar year
2001 only, provided that:

(2) the city had a population in 1998 that is greater than 200 but less than 500;

(2) the city's commercial industrial percentage used in cal culating aids payable in 2000 was | ess than ten percent;

(3) more than 25 percent of the city's population was 60 years old or older according to the 1990 census;
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(4) thecity aid base of the city used in calculating aid under section 477A.013 isless than $15 per capita; and
(5) thecity'sformulaaid for aids payable in 2000 was greeter than zero.

(k) The city aid base for acity is increased by $45,000 in 2001 and thereafter and by an additional $50,000 in
calendar years 2002 to 2011, and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragraph (c), is also increased by $45,000 in caendar year 2001 only, and by $50,000 in calendar
year 2002 only, provided that:

(2) the net tax capacity of the city used in calculating its 2000 aid under section 477A.013 is less than $810 per
capita;

(2) the population of the city declined more than two percent between 1988 and 1998;

(3) the net levy of the city used in calculating 2000 aid under section 477A.013 is greater than $240 per capita;
and

(4) the city received less than $36 per capitain aid under section 477A.013, subdivision 9, for aids payable in
2000.

() The city aid base for a city with a population of 10,000 or more which islocated outside of the seven-county
metropolitan area is increased in 2002 and thereafter, and the maximum amount of total aid it may receive under
section 477A.013, subdivision 9, paragraph (b) or (c), is also increased in calendar year 2002 only, by an amount
equal to thelesser of:

(1)(i) the total population of the city, as determined by the United States Bureau of the Census, in the 2000
census, (ii) minus 5,000, (iii) times 60; or

(2) $2,500,000.

(m) The city aid base is increased by $50,000 in 2002 and thereafter, and the maximum amount of total aid it
may receive under section 477A.013, subdivision 9, paragraph (c), is aso increased by $50,000 in calendar year
2002 only, provided that:

(2) thecity islocated in the seven-county metropolitan ares;

(2) its population in 2000 is between 10,000 and 20,000; and

(3) its commercid industria percentage, as calculated for city aid payable in 2001, was greater than 25 percent.

(n) The city aid base for a city is increased by $150,000 in calendar years 2002 to 2011 and by an additional
$75,000 in calendar years 2008 to 2013 and the maximum amount of total aid it may receive under section

477A.013, subdivision 9, paragraph (c), is also increased by $150,000 in calendar year 2002 only and by $75,000 in
calendar year 2008 only, provided that:

(2) the city had a population of at least 3,000 but no more than 4,000 in 1999;
(2) its home county is located within the seven-county metropolitan ares;

(3) its pre-1940 housing percentageis less than 15 percent; and
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(4) itscity net tax capacity per capitafor taxes payablein 2000 isless than $900 per capita.

(0) The city aid base for a city is increased by $200,000 beginning in caendar year 2003 and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is aso increased by
$200,000 in calendar year 2003 only, provided that the city qualified for an increase in homestead and agricultura
credit aid under Laws 1995, chapter 264, article 8, section 18.

(p) The city aid base for a city is increased by $200,000 in 2004 only and the maximum amount of total aid it
may receive under section 477A.013, subdivision 9, is also increased by $200,000 in calendar year 2004 only, if the
city isthe site of anuclear dry cask storage facility.

() Thecity aid base for acity is increased by $10,000 in 2004 and thereafter and the maximum total aid it may
receive under section 477A.013, subdivision 9, is also increased by $10,000 in calendar year 2004 only, if the city
was included in a federal major disaster designation issued on April 1, 1998, and its pre-1940 housing stock was
decreased by more than 40 percent between 1990 and 2000.

(r) The city aid base for acity is increased by $25,000 $30,000 in 2006 2008 only and the maximum total aid it
may receive under section 477A.013, subdivision 9, is also increased by $25;000 $30,000 in calendar year 2006
2008 only if the city had a population in 2003 of at least 1,000 and has a state park for which the city provides
rescue services and which comprised at least 14 percent of the total geographic area included within the city
boundariesin 2000.

(s) The city aid base for a city with a population less than 5,000 is increased in 2006 and thereafter and the
minimum and maximum amount of total aid it may receive under this section is also increased in calendar year 2006
only by an amount equal to $6 multiplied by its population.

(t) The city aid base for a city isincreased by $80,000 in 2007 only and the minimum and maximum amount of
total aid it may receive under section 477A.013, subdivision 9, is also increased by $80,000 in calendar year 2007
only, if:

(1) asof May 1, 2006, at least 25 percent of the tax capacity of the city is proposed to be placed in trust status as
tax-exempt Indian land;

(2) the placement of theland is being challenged administratively or in court; and
(3) dueto the challenge, the land proposed to be placed in trust is ill on thetax rollsas of May 1, 2006.

(u) The city aid base for a city isincreased by $100,000 in 2007 and thereafter and the minimum and maximum
total amount of aid it may receive under this section is aso increased in calendar year 2007 only, provided that:

(2) the city has a 2004 estimated population greater than 200 but less than 2,000;
(2) itscity net tax capacity for aids payable in 2006 was less than $300 per capita;

(3) the ratio of its pay 2005 tax levy compared to its city net tax capacity for aids payable in 2006 was greater
than 110 percent; and

(4) itislocated in a county where at least 15,000 acres of land are classified as tax-exempt Indian reservations
according to the 2004 abstract of tax-exempt property.
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(v) Thecity aid base for acity isincreased by $140,000 in 2008 and thereafter, and the maximum total aid it may
receive under section 477A.013, subdivision 9, is also increased by $140,000 in calendar year 2008 only if the city
had apopulation in 2005 of |ess than 3,000 and the city's boundaries as of 2007 were formed by the consolidation of
two cities and one township in 2002.

(w) The city aid base for a city is increased by $100,000 in 2008 and thereafter, and the maximum total aid it
may receive under section 477A.013, subdivision 9, is dso increased by $100,000 in calendar year 2008 only if the
city had a city net tax capacity for aids payable in 2007 of less than $150 per capita and the city experienced
flooding on March 14, 2007, that resulted in evacuation of at |east 40 homes.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 3. Minnesota Statutes 2006, section 477A.0124, subdivision 5, isamended to read:

Subd. 5. County transition aid. (a) For 2005, a county is eligible for transition aid equd to the amount, if any,
by which:

(2) the difference between:

(i) the aid the county received under subdivision 1 in 2004, divided by the total aid paid to al counties under
subdivision 1, multiplied by $205,000,000; and

(ii) the amount of aid the county is certified to receive in 2005 under subdivisions 3 and 4;
exceeds:
(2) three percent of the county's adjusted net tax capacity.
A county's aid under this paragraph may not be less than zero.
(b) In 2006, a county is eligible to receive two-thirds of the transition aid it received in 2005.
() In 2007_and thereafter, a county is eligible to receive one-third of thetransition aid it received in 2005.
(d) - In 2008 only, a county that in 2003 was

directed to construct new court faC|I|t|e~:. by the tenth |ud|C|d dlstrlct of the State of Minnesota is €ligible to receive
$250,000 in transition aid, provided that construction of the facilities commences before July 1, 2008.

EFFECTIVE DATE. Thissection is effective for aids payable in 2008 and thereafter.

Sec. 4. Minnesota Statutes 2006, section 477A.013, subdivison 8, is amended to read:

Subd. 8. City formula aid. In calendar year 2004 and subsequent years, the formula aid for a city is equal to
the need increase percentage multiplied by the difference between (1) the city's revenue need multiplied by its
populatlon and (2) thesamef the C|tys net tax capauty multl plled by the tax effort rate—thetaeemteatd&undet
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No city may have aformulaaid amount less than zero. The need increase percentage must be the same for al cities.

The applicable need increase percentage must be cal culated by the Department of Revenue so that the total of the
aid under subdivision 9 equals the total amount available for aid under section 477A.03 after the subtraction under
section 477A.014, subdivisions 4 and 5.

EFFECTIVE DATE. Thissection is effective beginning with aids payable in 2008.

Sec. 5. Minnesota Statutes 2006, section 477A.013, subdivison 9, is amended to read:

Subd. 9. City aid distribution. (&) In calendar year 2002-and-thereafter 2008, each city shall receive an ad
disgtribution equal to the sum of (1) the city formula aid under subdivision 8, and (2) its city aid base, and (3) one-
half of the difference between itstotal aid in the previous year under this section and its city aid base in the previous
year. For aids payable in 2009 and thereafter, each city shall receive an aid distribution equal to the sum of (1) the
city formulaaid under subdivision 8, (2) its city aid base, and (3) its formula aid under subdivision 8 in the previous
year, prior to any adjustments under this subdivision.

(b) For aids payable in 2008, the total aid for any city shall not exceed the sum of (1) 25 percent of its net levy
for the year prior to the aid distribution plus (2) itstotal aid in the previous year. For aids payable in 2005 2009 and
thereafter, the total aid for any city shall not exceed the sum of (1) ten percent of the city's net levy for the year prior
to the aid distribution plus (2) its total aid in the previous year. For aids payable in 2005 2008 and thereafter, the
total aid for any city with a population of 2,500 or more may not decreasefrom be less than its total aid under this
section in the previous year by-an-ameunt-greater-than minus the lesser of (1) $15 multiplied by its population, or (2)
ten percent of its net levy in the year prior to the aid distribution.

pavable in 2008 only the total ad for a C|tv with a populatl on less than 2, 500 must not be less than the amount it

would otherwise be certified to receive in 2008 if this act was not enacted. For aids payable in 2005 2008 and
thereafter, the total aid for a city with a population less than 2,500 must not be less than the amount it was certified
to receive in the previous year minus the lesser of (1) $15 multiplied by its population, or (2) five percent of its 2003
certified aid amount.

(d) If acity's net tax capacity used in caculating aid under this section has decreased in any year by more than
25 percent from its net tax capacity in the previous year due to property becoming tax-exempt Indian land, the city's
maximum allowed aid increase under paragraph (b) shall be increased by an amount equal to (1) the city'stax ratein
the year of the aid calculation, multiplied by (2) the amount of its net tax capacity decrease resulting from the
property becoming tax exempt.

EFFECTIVE DATE. Thissection is effective for aids payable in 2008 and thereafter.
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Sec. 6. Minnesota Statutes 2006, section 477A.013, is amended by adding a subdivision to read:

Subd. 11. Towns. In 2008 and subsequent years, each town that levied a property tax in the previous year shal
receive a distribution equal to $3 multiplied by its popul ation.

EFFECTIVE DATE. Thissection is effective for aids payable in calendar year 2008 and thereafter.

Sec. 7. Minnesota Statutes 2006, section 477A.03, is amended to read:
477A.03 APPROPRIATION.

Subd. 2. Annual appropriation. A sum sufficient to discharge the duties imposed by sections 477A.011 to
477A.014 is annudly appropriated from the general fund to the commissioner of revenue.

Hmrted—te¢$437—052—999—For alds payable in 2996and4heﬁeaﬁer 2008, the total ards paid under eectlon 477A 013

subdivision 9, is limited to $485:052.000 $545,052,000. For aids payable in 2009 and thereafter, the total aids paid
under section 477A.013, subdivision 9, are the amounts certified to be paid in the previous year, adjusted for
inflation as provided under subdivision 5.

Subd. 2b. Counties. (a) For aids payable in cdendar year 2005-and-thereafter 2008, the total aids paid to
counties under section 477A.0124, subdivision 3, are limited to $100,500,000 $112,500,000. For aids payable in
2009 and thereafter, the total aids paid under section 477A.0124, subdivision 3, are the amounts certified to be paid
in the previous year, adjusted for inflation as provided under subdivision 5. Each calendar year, $500,000 shall be
retained by the commissioner of revenue to make reimbursements to the commlssroner of f|nance for payments
made under eectron 611. 27

deducted from the approprlatlon under thls paragraph The rei mbureements shall be to defray the additional costs
associated with court-ordered counsel under section 611.27. Any retained amounts not used for reimbursement in a
year shal be included in the next distribution of county need aid that is certified to the county auditors for the
purpose of property tax reduction for the next taxes payable year.

(b) i yable- i i visi A

For aids payable in 2096ﬂand—theremer 2008 the total ald under eectlon 477A 0124 subdrvrsron 4,is I|m|ted to
$105;132,923 $116,669,054. For aids payable in 2009 and thereafter, the total aids paid under section 477A.0124,
subdivision 4, are the amounts certified to be paid in the previous year, adjusted for inflation as provided under
subdivision 5. The commissioner of finance shal bill the commissioner of revenue for the cost of preparation of
local impact notes as required by section 3.987, not to exceed $207,000 in fiscal year 2004 and thereafter. The
commissioner of education shall bill the commissioner of revenue for the cost of preparation of local impact notes
for school districts as required by section 3.987, not to exceed $7,000 in fiscal year 2004 and thereafter. The
commissioner of revenue shall deduct the amounts billed under this paragraph from the appropriation under this
paragraph. The amounts deducted are appropriated to the commissioner of finance and the commissioner of
education for the preparation of local impact notes.

Subd. 5. Inflation adjustment. (a) In 2009 and thereafter, the amount paid under subdivision 2a shall each be
increased by an amount as provided in paragraphs (b) and (c).

(b) Unless the requirements of paragraph (c) are met, the increase shall be one percent above the amount
certified to be paid under those subdivisions in the previous year.
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(c) If the legidature adopts a new formula proposed by the study in section 13 that all city organizations
representing at least 40 cities in the state support, the increase shall be equal to:

(1) the amount certified to be paid under that subdivision in the previous year, multiplied by

(2) one plus the percentage increase in the implicit price deflator for state and local government purchases of
goods and services prepared by the Bureau of Economic Analysis of the United States Department of Commerce for
the 12-month period ending March 31 of the previous year.

The increase under this provision in any year may not be less than 2.5 percent or greater than 5.0 percent.

(d) In 2009 to 2010, the amounts paid under subdivision 2b, paragraphs (a) and (b) shall be increased by the
greater of (1) one percent over the amount paid in the previous year, or (2) the inflation amount applied to the city
appropriation under this subdivision. In 2011 and thereafter, the increase shall be equal to:

(1) the amount certified to be paid under that subdivision in the previous year, multiplied by

(2) one plus the percentage increase in the implicit price deflator for state and local government purchases of
goods and services prepared by the Bureau of Economic Analysis of the United States Department of Commerce for
the 12-month period ending March 31 of the previous year.

The increase under this provision in any year may not be less than 2.5 percent or greater than 5.0 percent.

EFFECTIVE DATE. Thissection is effective for aids payable in calendar year 2008 and thereafter.

Sec. 8. Minnesota Statutes 2006, section 477A.12, subdivision 1, is amended to read:

Subdivision 1. Types of land; payments. (@) As an offset for expenses incurred by counties and towns in
support of natural resources lands, the following amounts are annually appropriated to the commissioner of natural
resources from the genera fund for transfer to the commissioner of revenue. The commissioner of revenue shall pay
the transferred funds to counties asrequired by sections 477A.11to 477A.145. The amounts are:

(2) for acquired natural resources land, $3, as adjusted for inflation under section 477A.145, multiplied by the
total number of acres of acquired natural resourcesland or, at the county's option three-fourths of one percent of the
appraised value of all acquired natural resources land in the county, whichever is greater;

(2) 75 cents, as adjusted for inflation under section 477A.145, multiplied by the number of acres of county-
administered other natural resources land;

(3) #5-eents $3, as adjusted for inflation under section 477A.145, multiplied by the total number of acres of land
utilization project land_that is located entirely within a wildlife management area as described in section 86A.05,
subdivision 8; and 75 cents, as adjusted for inflation under section 477A.145, multiplied by the total number of acres
of land utilization project land not located within awildlife management area; and

(4) 37.5 cents, as adjusted for inflation under section 477A.145, multiplied by the number of acres of
commissioner-administered other natural resources land located in each county as of July 1 of each year prior to the
payment year.



4456 JOURNAL OF THE HOUSE [55TH DAY

(b) The amount determined under paragraph (a), clause (1), is payable for land that is acquired from a private
owner and owned by the Department of Transportation for the purpose of replacing wetland losses caused by
transportation projects, but only if the county contains more than 500 acres of such land at the time the certification
is made under subdivision 2.

EFFECTIVE DATE. Thissection is effective for payments in 2008 and thereafter.

Sec. 9. Minnesota Statutes 2006, section 477A.14, subdivision 1, is amended to read:

Subdivision 1. General distribution. Except as provided in subdivision 2 or in section 97A.061, subdivision 5,
40 percent of the total payment to the county shall be deposited in the county genera revenue fund to be used to
provide property tax levy reduction. Theremainder shall be distributed by the county in the following priority:

(a) 37.5 cents, as adjusted for inflation under section 477A.145, for each acre of county-administered other
natural resources land shall be deposited in a resource devel opment fund to be created within the county treasury for
use in resource devel opment, forest management, game and fish habitat improvement, and recreationa devel opment
and maintenance of county-administered other natura resources land. Any county receiving less than $5,000
annually for the resource devel opment fund may elect to deposit that amount in the county genera revenue fund,

(b) From the funds remaining, within 30 days of receipt of the payment to the county, the county treasurer shall
pay each organized township 30 cents, as adjusted for inflation under section 477A.145, for each acre of acquired
natural resources land, each acre of land utilization project land located entirely within a wildlife management area,
and each acre of land described in section 477A.12, subdivision 1, paragraph (b), and 7.5 cents, as adjusted for
inflation under section 477A.145, for each acre of other natural resources land and each acre of land utilization
project land not located within a wildlife management area, located within its boundaries. Payments for natural
resources lands not located in an organized township shall be deposited in the county genera revenue fund.
Payments to counties and townships pursuant to this paragraph shall be used to provide property tax levy reduction,
except that of the payments for natural resources lands not located in an organized township, the county may
allocate the amount determined to be necessary for maintenance of roads in unorganized townships. Provided that,
if the total payment to the county pursuant to section 477A.12 isnot sufficient to fully fund the digtribution provided
for in this clause, the amount available shall be distributed to each township and the county genera revenue fund on
aproratabass; and

(c) Any remaining funds shall be deposited in the county genera revenue fund. Provided that, if the distribution
to the county general revenue fund exceeds $35,000, the excess shall be used to provide property tax levy reduction.

EFFECTIVE DATE. Thissection is effective for payments in 2008 and thereafter.

Sec. 10. UTILITY PROPERTY; TAX BASE ADJUSTMENTS FOR CALCULATION OF SCHOOL
DISTRICT AIDSAND LEVIES.

For purposes of calculating school levies and aids for fiscal years 2009, 2010, and 2011 only, the commissioner
of revenue shall compute the adjusted net tax capacity and referendum market value as if the tax base changes
resulting from the amendments to Minnesota Rules, chapter 8100, induding the phase-in provisions of Minnesota
Rules, part 8100.0800, were effective one year earlier.

EFFECTIVE DATE. Thissection is effective for revenue for fiscal years 2009, 2010, and 2011.
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Sec. 11. UTILITY PROPERTY:; TAX BASE ADJUSTMENTS FOR CALCULATION OF COUNTY
AND CITY AIDS.

For purposes of calculating aid for cities under section 477A.013, and for counties under section 477A.0124, for
payment in 2008, 2009, and 2010 only, the commissioner of revenue shall calculate the adjusted net tax capacity of
cities and counties, as defined in sections 477A.011 and 477A.0124, as if the tax base changes resulting from the
amendments to Minnesota Rules, chapter 8100, including the phase-in provisons of Minnesota Rules, part
8100.0800, were effective one year earlier.

EFFECTIVE DATE. Thissection is effective for aids payable in 2008, 2009, and 2010.

Sec. 12 MAHNOMEN COUNTY; COUNTY PROPERTY TAX REIMBURSEMENT, CITY AND
SCHOOL DISTRICT TAX BASE ADJUSTMENTS.

Subdivision 1. Aid appropriation. $250,000 is appropriated in fiscal year 2009 from the general fund to the
commissioner of revenue to make a payment in calendar year 2008 to the county of Mahnomen to compensate for
the loss of property tax revenue due to the pending placement of property, located in the city of Mahnomen, into
trust status by the United States Department of the Interior, Bureau of Indian Affairs.

Subd. 2. Schoal district and city tax base adjustments. (@) The commissioner of revenue must reduce the
referendum market value and adjusted net tax capacity used to calculate schoal |evies beginning with taxes payable
in 2008 and subsequent years for Independent School District No. 432, Mahnomen, by the amounts attributable to
the property that is pending placement into trust status by the United States Department of the Interior, Bureau of
Indian Affairs. This adjustment shall be made for each assessment year that the property remains on thetax rolls.

(b) The commissioner of revenue must reduce the city net tax capacity used to calculate city aid under sections
477A.011 to 477A.03, beginning with aids payable in 2008 for the city of Mahnomen, by the amounts attributable to
property that is pending placement into trust status by the United States Department of the Interior, Bureau of Indian
Affairs. Thisadjustment shall be made for each assessment year that the property remains on thetax ralls.

EFFECTIVE DATE. Thissection is effective for aids and levies payabl e in 2008 and thereafter.

Sec. 13. STUDY OF CITY LOCAL GOVERNMENT AID PROGRAM.

The commissioner of revenue shall work with representatives of all major city organizations, representing at
least 40 cities on this issue, to study the current local government aid formula for cities, along with alternatives
proposed by the various interest groups, and provide a written report with recommendations to the legidature, in
compliance with Minnesota Statutes, sections 3.195 and 3.197, by February 1, 2008. The study must list the
alternatives considered and any recommended changes for which consensus has been reached. If there is no
consensus on proposed changes, the commissioner shall report this. The commissioner shal alocate minimal staff
timeto the study, but must provide staff to organize and chair any meetings of the study group and provide modeling
assistance for the final proposed changes.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

ARTICLE 3
PROPERTY TAXES

Section 1. Minnesota Statutes 2006, section 97A.061, subdivision 2, is amended to read:
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Subd. 2. Allocation. (&) Except as provided in subdivision 3, the county treasurer shal alocate the payment
among the county, towns, and school districts on the same basis as if the payments were taxes on the land received
in theyear. Payment of atown's or a school district's alocation must be made by the county treasurer to the town or
school district within 30 days of receipt of the payment to the county. The county's share of the payment shall be
deposited in the county general revenue fund.

(b) The county treasurer of a county with a population over 39,000 but less than 42,000 in the 1950 federal
census shall allocate the payment only among the towns and school districts on the same basis as if the payments
were taxes on the lands received in the current year.

(c) If atown received a payment in calendar year 2006 or thereafter under this subdivision, and subsequently
incorporated as a city, the city will continue to receive any future year's allocations that would have been made to
the town had it not incorporated, provided the city does not pass ordinances prohibiting hunting.

EFFECTIVE DATE. Thissection is effective for aid payments made in 2007 and thereafter.

Sec. 2. Minnesota Statutes 2006, section 127A.48, subdivision 3, is amended to read:

Subd. 3. Agricultural lands. For purposes of determining the adjusted net tax capacity of agricultural lands for
the calculation of adjusted net tax capacities, the market value of agricultura lands must be the price for which the
property would sell in an arm's-length transaction. When agricultural land that is enrolled under section 273.111 is
sold, and the purchaser changesits usein a manner that would result in a change of classification of the property, the
assessment/sales ratio study under this subdivision must take into account that changed classification as soon as
practicable. A change in gatus from homestead to nonhomestead or from nonhomestead to homestead is not a
changein classification under this subdivision.

EFFECTIVE DATE. This section is effective for the first study prepared following the day following final
enactment.

Sec. 3. Minnesota Statutes 2006, section 272.02, is amended by adding a subdivision to read:

Subd. 85. Modular homes used as models by dealers. (2) A modular homeis exempt if it:

(1) isowned by a modular home dealer and islocated on land owned or leased by that dedler;

(2) isasingle-family model home;

(3) isnot available for sale and is used exclusively as amode ;

(4) isnot permanently connected to any utilities except electricity; and

(5) issituated on atemporary foundation.

(b) The exemption under this subdivision is allowable for up to five assessment years after the date it becomes
located on the property, provided that the modular home continues to meet all of the criteria under this subdivision
each year. The owner of a modular model home must notify the county assessor within 60 days that it has been
constructed or |ocated on the property and must again notify the assessor if the modular home ceases to meet any of
the criteria. If more than one modular home is constructed or situated on a property, the owner must notify the
assessor within 60 days for each of the models placed on the property.
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(c) For purposes of this subdivision, a"modular home"' means a building or structural unit that has been in whole
or substantial part manufactured or congtructed at an off-site location to be wholly or partially assembled on-site asa
single family dwelling. Consruction of the modular home must comply with applicable standards adopted in
Minnesota Rules authorized under Minnesota Statutes, chapter 16B. A modular home does not include a structure
subject to the requirements of the National Manufactured Home Construction and Safety Standards Act of 1974 or
prefabricated buildings, as defined in Minnesota Statutes, section 327.31, subdivision 6.

EFFECTIVE DATE. This section is effective for assessment year 2007 and thereafter, for taxes payable in
2008 and thereafter. The five-year assessment time period begins with the 2007 assessment for a modular mode
home currently situated provided it meets all of the criteria and the county assessor is notified within 90 days of the
day following fina enactment.

Sec. 4. Minnesota Statutes 2006, section 272.02, is amended by adding a subdivision to read:

Subd. 86. Electric generation facility; personal property. (@) Notwithstanding subdivision 9, clause (a),
attached machinery and other persona property which is part of a simple-cycle combustion-turbine €electric
generation facility that exceeds 150 megawatts of installed capacity and that meets the requirements of this
subdivision is exempt. At the time of construction, the facility must:

(1) utilize natural gasasaprimary fud;

(2) be owned by an el ectric generation and transmission cooperative;

(3) be located within one mile of an existing 16-inch natural gas pipeine and a 69-kilovolt and a 230-kilovolt
high-voltage € ectric transmission ling;

(4) be designed to provide peaking, emergency backup, or contingency services,

(5) have received a certificate of need under section 216B.243 demongtrating demand for its capacity; and

(6) have received by resolution the approval from the governing bodies of the county and the city in which the
proposed facility is to be located for the exemption of personal property under this subdivision.

(b) Construction of the facility must be commenced after January 1, 2008, and before January 1, 2012. Property
digible for this exemption does not include €ectric transmission lines and interconnections or gas pipeines and
interconnections appurtenant to the property or the facility.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 5. Minnesota Statutes 2006, section 272.02, is amended by adding a subdivision to read:

Subd. 87. Apprenticeship training facilities. Property used exclusively for a state-approved apprenticeship
program through the Department of Labor and Industry and owned by a 501(c)(3) nonprofit corporation is exempt,
provided the program parti ci pants receive no compensation.

EFFECTIVE DATE. This section is effective for assessment year 2007 and thereafter, for taxes payable in
2008 and theredfter.
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Sec. 6. Minnesota Statutes 2006, section 272.115, subdivision 1, is amended to read:

Subdivision 1. Requirement. Except as otherwise provided in subdivision 5, whenever any real estateis sold
for a consideration in excess of $1,000, whether by warranty deed, quitclaim deed, contract for deed or any other
method of sale, the grantor, grantee or the legal agent of either shall file a certificate of value with the county auditor
in the county in which the property islocated when the deed or other document is presented for recording. Contract
for deeds are subject to recording under section 507.235, subdivision 1. Value shall, in the case of any deed not a
gift, be the amount of the full actua consideration thereof, paid or to be paid, including the amount of any lien or
liens assumed. The items and value of personal property transferred with the real property must be listed and
deducted from the sale price. The certificate of value shall include the classification to which the property belongs
for the purpose of determining the fair market value of the property, and shall include any proposed change in use of
the property known to the person filing the certificate that could change the classification of the property. The
certificate shall include financing terms and conditions of the sale which are necessary to determine the actudl,
present value of the sale price for purposes of the sales ratio study. The commissioner of revenue shall promulgate
adminigrative rules specifying the financing terms and conditions which must be included on the certificate.
Pursuant to the authority of the commissioner of revenue in section 270C.306, the certificate of value must include
the Social Security number or the federal employer identification number of the grantors and grantees. The
identification numbers of the grantors and grantees are private data on individuals or nonpublic data as defined in
section 13.02, subdivisions 9 and 12, but, notwithstanding that section, the private or nonpublic data may be
disclosed to the commissioner of revenue for purposes of tax administration. The information required to be shown
on the certificate of valueis limited to the information required as of the date of the acknowledgment on the deed or
other document to be recorded.

EFFECTIVE DATE. This section is effective for the first assessment/sales ratio study prepared following the
day following fina enactment.

Sec. 7. Minnesota Statutes 2006, section 273.11, subdivision 1a, is amended to read:

Subd. la. Limited market value. In the case of al property classified as agricultura homestead or
nonhomestead, residential homestead or nonhomestead, timber, or noncommercial seasonal residential recreational,
the assessor shall compare the value with the taxable portion of the value determined in the preceding assessment.

For assessment years 2004,-2005-and-2006 through 2008, 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 2007 2009, 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 2008 2010, 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.

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 2008 2010 as provided in this
subdivision.
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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 for assessment year 2007 and thereafter, for taxes payable in
2008 and theredfter.

Sec. 8. Minnesota Statutes 2006, section 273.11, is amended by adding a subdivision to read:

Subd. 16a. Valuation exclusion for certain improvements. (a) Improvements to homestead property made
after January 2, 2008, shall be excluded from the value of the property for assessment purposes provided that (1) the
house is at least 50 years old at the time of the improvement and (2) the assessor's estimated market value of the
property on January 2 of the current year does not exceed $400,000.

(b) The age of a residence is the number of years since the origina year of its construction. In the case of an
owner-occupied duplex or triplex, the improvement is digible regardiess of which portion of the property was

improved.

(c) If the property liesin a jurisdiction that is subject to a building permit process, a building permit must have
been issued prior to commencement of the improvement. The improvements for a single project or in any one year
must add at least $15,000 market value to the property to be dligible for exclusion under this subdivision. Only
improvements to the structure which is the residence of the qualifying homesteader, or consruction of or
improvements to no more than one two-car garage per residence, qualify for the provisions of this subdivision.
Whenever a building permit is issued for property currently classified as homestead, the issuing jurisdiction shall
notify the property owner of the possihility of valuation exclusion under this subdivision. The assessor shall require
an application, including documentation of the age of the house from the owner, if unknown by the assessor. The
application may be filed subsequent to the date of the building permit provided that the application must be filed
within two years of the date the building permit was issued for the improvement. |f the property liesin ajurisdiction
that is not subject to a building permit process, the application must be filed within two years of the date the
improvement was made. The assessor may require proof from the taxpayer of the date the improvement was made.
Applications must be received prior to July 1 of any year in order to be effective for taxes payable in the following

year.

(d) In the case of aresidencethat isrelocated, the rel ocation must be from alocation within the state and the only
improvements eligible for exclusion under this subdivision are (1) those for which building permits were issued to
the homeowner after the residence was rel ocated to its present site, and (2) those undertaken during or after the year
the residence is initially occupied by the homeowner, excluding any market value increase relating to basic
improvements that are necessary to install the residence on its foundation and connect it to utilities at its present site.

(e) No exclusion for an improvement may be granted by alocal board of review or county board of equalization,
and no abatement of the taxes for qualifying improvements may be granted by the county board unless (1) a building
permit was issued prior to the commencement of the improvement if the jurisdiction reguires a building permit, and
(2) an application was compl eted.

(f) The assessor shall note the quaifying value of each improvement on the property's record, and the sum of
those amounts must_be subtracted from the value of the property in each year for ten years after the improvement
has been made. After ten years, the amount of the qualifying value shall be added back as follows:

(1) 50 percent in the two subsequent assessment years if the qualifying value is equal to or less than $20,000
market value; or
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(2) 33-1/3 percent in the three subsequent assessment years if the qualifying valueis greater than $20,000 market
value.

(g) If an application is filed after the first assessment date at which an improvement could have been subject to
the valuation exclusion under this subdivision, the ten-year period during which the value is subject to exclusion is
reduced by the number of years that have € apsed since the property would have qualified initialy. The valuation
exclusion terminates whenever (1) the property is sold, or (2) the property is reclassified to a class that does not
qualify for treatment under this subdivision. |mprovements made by an occupant who is the purchaser of the
property under a conditional purchase contract do not qualify under this subdivision unless the seller of the property
is a governmental entity. The qualifying value of the property must be computed based upon the increase from that
structure's market value as of January 2 preceding the acquisition of the property by the governmental entity.

(h) The total qualifying value for a homestead may not exceed $75,000. The term "qualifying value' means the
increase in estimated market value resulting from the improvement. The maximum quaifying value under this
subdivision may result from no more than two separate improvements to the homestead.

(i) If 50 percent or more of the square footage of a structure is voluntarily razed or removed, the valuation
increase attributable to any subsegquent improvements to the remaining structure does not qualify for the exclusion
under thissubdivision. If astructureis unintentionaly or accidentally destroyed by anatural disaster, the property is
digible for an exclusion under this subdivision provided that the structure was not completely destroyed. The
qualifying value on property destroyed by a natural disaster must be computed based upon the increase from that
structure's market value as determined on January 2 of the year in which the disaster occurred. A property receiving
benefits under the homestead disaster provisions under section 273.123 is not disqualified from receiving an
exclusion under this subdivision. |f any combination of improvements made to a structure after January 2, 2008,
increase the size of the structure by 100 percent or more, the valuation increase attributable to the portion of the
improvement that causes the structure's size to exceed 100 percent does not qualify for exclusion under this
subdivision.

EFFECTIVE DATE. Thissection is effective for improvements made after January 2, 2008.

Sec. 9. Minnesota Statutes 2006, section 273.111, is amended by adding a subdivision to read:

Subd. 16. Applications; denied by county. For applications filed for the 2007 and 2008 assessment years, all
applications for deferment of taxes and assessment under this section that have been denied by the county shall be
forwarded to the commissioner of revenue by the county assessor within 30 days of denial. The assessor shall adso
provide the commissioner with a list of any property owners that reguested an application and were denied,
including names and addresses, and the reason for the denial. For the purpose of monitoring compliance with this
section, the commissioner shal compile areport identifying all denied applications and requests for applications that
were denied, the reason for the denid, and any commissioner action or recommendation. A report must be
submitted to the chairs of the house and senate tax committees on or before February 1, 2008, and February 1, 2009,
in compliance with Minnesota Statutes, sections 3.195 and 3.197.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 10. Minnesota Statutes 2006, section 273.123, subdivision 7, is amended to read:

Subd. 7. Local option; other property. The owner of homestead property not qualifying for an adjustment in
valuation pursuant to subdivisions 1 to 5 or of honhomestead property may receive a reduction in the amount of
taxes payabl e on the property for the year in which the destruction occurs and in the following year if:

(@) 50 percent or more of the homestead dwelling or other structure, as established by the county assessor, is.
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(1) unintentionally or accidentally destroyed, or

(2) destroyed by arson or vandalism, by someone other than the owner,

and the homestead is uninhabitable or the other structureis not usable;

(b) the owner of the property makes written application to the county assessor as soon as practical after the
damage has occurred; and

(c) the owner of the property makes written application to the county board.

The county board may grant a reduction in the amount of property tax which the owner must pay on the
qualifying property in the year of destruction and in the following year. Any reduction in the amount of tax payable
which is authorized by county board action shall be calculated based upon the number of months that the home is
uninhabitable or the other structureis unusable. The amount of net tax due from the taxpayer shall be multiplied by
a fraction, the numerator of which is the number of months the dwelling was occupied by that taxpayer, or the
number of months the other structure was used by the taxpayer, and the denominator of which is12. For purposes
of this subdivision, if astructureis occupied or used for a fraction of a month, it is considered a month. "Net tax" is
defined as the amount of tax after the subtraction of all of the state paid property tax credits. If application is made
following payment of all property taxes due for the year of destruction, the amount of the reduction granted by the
county board shdl be refunded to the taxpayer by the county treasurer as soon as practical.

Any reductions or refunds approved by the county board shall not be subject to approval by the commissioner of
revenue.

The county board may levy in the following year the amount of tax dollars lost to the county government as a
result of the reductions granted pursuant to this subdivision.

EFFECTIVE DATE. Thissection is effective for destruction that occursin calendar year 2006 and thereafter.

Sec. 11. Minnesota Statutes 2006, section 273.124, subdivision 1, isamended to read:

Subdivison 1. General rule. (a) Residentia real estate that is occupied and used for the purposes of a
homestead by its owner, who must be a Minnesota resident, is aresidential 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 Minnesotaresident, isan agricultural 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 digible for homestead classification if the requirements under this
chapter are satisfied.

The assessor shall reguire 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 continues to be digible 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 income tax return as aresident for the most recent taxable year for which theinformation is available.
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When there is a name change or atransfer of homestead property, the assessor may reclassify the property in the
next assessment unless a homestead application isfiled 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 a relative of the owner isa
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 relationship may be by blood
or marriage. Property that has been classified as seasonal residential recreational property at any time during which
it has been owned by the current owner or spouse of the current owner 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 property at the time when the residence
was congtructed. 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 réative. 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). In the case of nonagricultural property, this paragraph only applies
to applications approved before July 1, 2007.

(d) Agricultura property that is occupied and used for purposes of a homestead by a relative of the owner, isa
homestead, only to the extent of the homestead treatment that would be provided if the related owner occupied the
property, and only if al 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 agricultura
property in Minnesota; and

(4) the owner of the agricultural property is limited to only one agriculturd 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 ahomestead occupied by arelative qualifying under this paragraph. For purposes of this paragraph, "agricultura
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 agricultura property to receive homestead benefits
under this paragraph. The assessor may require the necessary proof that the requirements under this paragraph have
been met.
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(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 salf-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 saf-employment must be at least 50 miles disant 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, shal 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:

(2) in the case of a property owner who isnot married, the owner is 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 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 ederly assisted living facility property as defined in
section 273.13, subdivision 25a, and the property is not occupied or isoccupied only by the owner's spouse.

(g) If an individua is purchasng 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 co-owner, the assessor shal alow afull
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 determineif full homestead benefits are warranted.

(h) If residentid or agricultural red 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.

(i) If asingle-family home, duplex, or triplex classified as either residential homestead or agricultural homestead
isalso used to provide licensed child care, the portion of the property used for licensed child care must be classified
as apart of the homestead property.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 12. Minnesota Statutes 2006, section 273.124, subdivision 14, is amended to read:

Subd. 14. Agricultural homesteads; special provisons. (a) Rea estate of less than ten acres that is the
homestead of its owner must be classified as class 2a under section 273.13, subdivision 23, paragraph (@), if:

(1) the parcel on which the house is located is contiguous on at least two sides to (i) agricultural land, (ii) land
owned or administered by the United States Fish and Wildlife Service, or (iii) land administered by the Department
of Natural Resources on which in lieu taxes are paid under sections 477A.11to 477A.14;

(2) its owner also owns a honcontiguous parcel of agricultura land that is at least 20 acres;
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(3) the noncontiguous land is located not farther than four townships or cities, or a combination of townships or
cities from the homestead; and

(4) the agricultura use value of the noncontiguous land and farm buildingsis equal to at least 50 percent of the
market value of the house, garage, and one acre of land.

Homesteads initially classified as class 2a under the provisions of this paragraph shall remain classified as class
243, irrespective of subsequent changes in the use of adjoining properties, aslong as the homestead remains under the
same ownership, the owner owns a noncontiguous parcel of agricultura land that is at least 20 acres, and the
agricultural use value qualifies under clause (4). Homestead classification under this paragraph is limited to
property that qualified under this paragraph for the 1998 assessment.

(b)(i) Agricultural property eensisting-of-at-teast-40-acres shall be classified as the owner's homestead, to the
same extent as other agricultural homestead property, if al of the following criteria are met:

(1) the property consists of at least 40 acres including undivided government lots and correctional 40's, or at |east
20 acres if used exclusively and intensively for raising or cultivating agricultural products as defined under section
273.13, subdivision 23, paragraph (e);

&) (2) the owner, the owner's spouse, the son or daughter of the owner or owner's spouse, or the grandson or
granddaughter of the owner or the owner's spouse, is actively farming the agricultural property, either on the
person's own behalf as an individua or on behalf of a partnership operating a family farm, family farm corporation,
joint family farm venture, or limited liability company of which the person is a partner, shareholder, or member;

& (3) both the owner of the agricultura property and the person who is actively farming the agricultural
property under clause () (2), are Minnesotaresidents,

3} (4) neither the owner nor the spouse of the owner claims another agricultural homestead in Minnesota; and

(4} nerther (_)_the owner ner and the person actlvely farmlng the property Hvestarthethan-feurtewnships-or

y must live either in the county
Where the aqucultural property is Iocated orina county conthuous to the county where the agricultural property is
located, except that if the owner or the owner's spouse is required to live in employer-provided housing, the owner
or owner's spouse, whichever is actively farming the agricultural property, may live mere-than-four-townships-or
cities-or-combination-of four-townships-or-cities further from the agricultural property than in the county or county

contiguous to the property.

Thereationship under this paragraph may be either by blood or marriage.

(ii) Real property held by a trustee under a trust is eligible for agricultural homestead classification under this
paragraph if the qualificationsin clause (i) are met, except that "owner" means the grantor of the trudt.

(iii) Property containing the residence of an owner who owns qudified property under clause (i) shall be
classified as part of the owner's agricultural homestead, if that property is also used for noncommercia storage or
drying of agricultura crops.

(c) Noncontiguous land shall be included as part of a homestead under section 273.13, subdivision 23, paragraph

(a) onIy |f the homestead is classrfled as class 2aand the detached land is located in the same tewnship-oreity—or

al om county or in a county contiguous to the

homestead Any taxpayer of th@e noncontlguous lands must notify the county assessor that the noncontiguous land

is part of the taxpayer's homestead, and, if the homestead is located in another county, the taxpayer must also notify
the assessor of the other county.
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(d) Agricultura land used for purposes of a homestead and actively farmed by a person holding a vested
remainder interest in it must be classified as a homestead under section 273.13, subdivision 23, paragraph (a). If
agricultural land is classified class 2a, any other dwellings on the land used for purposes of a homestead by persons
holding vested remainder interests who are actively engaged in farming the property, and up to one acre of the land
surrounding each homestead and reasonably necessary for the use of the dwelling as a home, must also be assessed
class 2a.

(e) Agricultura land and buildings that were class 2a homestead property under section 273.13, subdivision 23,
paragraph (a), for the 1997 assessment shall remain classified as agricultura homesteads for subsequent assessments
if:

(1) the property owner abandoned the homestead dwelling located on the agricultura homestead as a result of
the April 1997 floods;

(2) the property islocated in the county of Polk, Clay, Kittson, Marshall, Norman, or Wilkin;

(3) the agricultural land and buildings remain under the same ownership for the current assessment year as
existed for the 1997 assessment year and continue to be used for agricultura purposes,

(4) the dwelling occupied by the owner is located in Minnesota and is within 30 miles of one of the parces of
agricultural land that is owned by the taxpayer; and

(5) the owner natifies the county assessor that the rel ocation was due to the 1997 floods, and the owner furnishes
the assessor any information deemed necessary by the assessor in verifying the change in dwelling. Further
notifications to the assessor are not required if the property continues to meet al the requirements in this paragraph
and any dwellings on the agricultural land remain uninhabited.

(f) Agricultural land and buildings that were class 2a homestead property under section 273.13, subdivision 23,
paragraph (a), for the 1998 assessment shall remain classified agricultural homesteads for subsequent assessmentsif:

(1) the property owner abandoned the homestead dwelling located on the agricultura homestead as a result of
damage caused by a March 29, 1998, tornado;

(2) the property islocated in the county of Blue Earth, Brown, Cottonwood, LeSueur, Nicollet, Nobles, or Rice;

(3) the agricultural land and buildings remain under the same ownership for the current assessment year as
existed for the 1998 assessment year;

(4) the dwelling occupied by the owner is located in this state and is within 50 miles of one of the parcels of
agricultural land that is owned by the taxpayer; and

(5) the owner notifies the county assessor that the relocation was due to a March 29, 1998, tornado, and the
owner furnishes the assessor any information deemed necessary by the assessor in verifying the change in
homestead dwelling. For taxes payable in 1999, the owner must notify the assessor by December 1, 1998. Further
notifications to the assessor are not required if the property continues to meet al the requirements in this paragraph
and any dwellings on the agricultural land remain uninhabited.

(9) Agricultural property eoensisting-of-at-teast-40-aeres of a family farm corporation, joint family farm venture,
family farm limited liability company, or partnership operating a family farm as described under subdivision 8 shall

be classified homestead, to the same extent as other agricultural homestead property, if al of the following criteria
are met:
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(1) the property consists of at least 40 acres including undivided government lots and correctional 40's, or at |east
20 acres if used exclusively and intensively for raising or cultivating agricultural products as defined under section
273.13, subdivision 23, paragraph (e);

&) (2) ashareholder, member, or partner of that entity is actively farming the agricultural property;

& (3) that shareholder, member, or partner who is actively farming the agricultural property is a Minnesota
resident;

3} (4) neither that shareholder, member, or partner, nor the spouse of that shareholder, member, or partner
claims another agricultural homestead in Minnesota; and

{4} (5) that shareholder, member, or partn OW on
eHeuHe\anl%p&elLema—#an—th&agH&MIFd—prepeFty |IV€S in the countv Where the aqucultural propertv is

located or in a county contiguous to the county where the property is |ocated.

Homestead treatment applies under this paragraph for property leased to a family farm corporation, joint farm
venture, limited liability company, or partnership operating a family farm if legal title to the property isin the name
of an individual who isamember, shareholder, or partner in the entity.

(h) To be digible for the special agricultural homestead under this subdivision, an initial full application must be
submitted to the county assessor where the property is located. Owners and the persons who are actively farming
the property shall be required to complete only a one-page abbreviated version of the application in each subsequent
year provided that none of the following items have changed since the initial application:

(1) the day-to-day operation, administration, and financia risks remain the same;

(2) the owners and the persons actively farming the property continue to live within the-feurtownships-orcity
eriteria the county or a contiguous county and are Minnesota residents,

(3) the same operator of the agricultural property is listed with the Farm Service Agency;

(4) a Schedule F or equivalent income tax form was filed for the most recent year;

(5) the property's acreage is unchanged; and

(6) none of the property's acres have been enrolled in afederal or state farm program since theinitia application.

The owners and any persons who are actively farming the property must include the appropriate Social Security
numbers, and sign and date the application. If any of the specified information has changed since the full
application was filed, the owner must notify the assessor, and must complete a new application to determine if the
property continues to qualify for the special agricultural homestead. The commissioner of revenue shall prepare a
standard reapplication form for use by the assessors.

EFFECTIVE DATE. The portion of this section relating to the 40 acres requirement is effective for assessment
year 2007, taxes payable in 2008 and thereafter. The remaining portion relating to contiguous counties is effective
for assessment year 2008 and thereafter, taxes payable in 2009 and thereafter.
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Sec. 13. Minnesota Statutes 2006, section 273.125, subdivision 8, is amended to read:

Subd. 8. Manufactured homes,; sectional structures. (a) In this section, "manufactured home" means a
structure transportable in one or more sections, which is built on a permanent chassis, and designed to be used as a
dwelling with or without a permanent foundation when connected to the required utilities, and contains the
plumbing, heating, air conditioning, and dectrical systems in it. Manufactured home includes any accessory
structure that is an addition or supplement to the manufactured home and, when installed, becomes a part of the
manufactured home.

(b) Except as provided in paragraph (c), a manufactured home that meets each of the following criteria must be
valued and assessed as an improvement to real property, the appropriate real property classification applies, and the
valuation is subject to review and the taxes payable in the manner provided for real property:

(2) the owner of the unit holds title to the land on which it is situated;

(2) the unit is affixed to the land by a permanent foundation or isingalled at its location in accordance with the
Manufactured Home Building Code in sections 327.31 to 327.34, and rules adopted under those sections, or is
affixed to the land like other real property in the taxing district; and

(3) the unit is connected to public utilities, has awell and septic tank system, or is serviced by water and sewer
facilities comparable to other real property in the taxing district.

(c) A manufactured home that meets each of the following criteria must be assessed at the rate provided by the
appropriate real property classification but must be treated as personal property, and the valuation is subject to
review and the taxes payable in the manner provided in this section:

(2) the owner of the unit is alessee of the land under the terms of alease, or the unit islocated in a manufactured
home park but isnot the homestead of the park owner;

(2) the unit is affixed to the land by a permanent foundation or isingalled at its location in accordance with the
Manufactured Home Building Code contained in sections 327.31 to 327.34, and the rules adopted under those
sections, or is affixed to the land like other real property in the taxing district; and

(3) the unit is connected to public utilities, has awell and septic tank system, or is serviced by water and sewer
facilities comparable to other real property in the taxing district.

(d) Sectional structures must be valued and assessed as an improvement to real property if the owner of the
structure holds title to the land on which it is located or is a qualifying lessee of the land under section 273.19. In
this paragraph "sectional structure" means a building or structural unit that has been in whole or substantial part
manufactured or constructed at an off-site location to be wholly or partially assembled on-site alone or with other
units and attached to a permanent foundation.

(e) The commissioner of revenue may adopt rules under the Administrative Procedure Act to establish additional
criteriafor the classification of manufactured homes and sectional structures under this subdivision.

(f) A storage shed, deck, or similar improvement constructed on property that is leased or rented as a site for a
manufactured home, sectiona structure, park trailer, or travel trailer is taxable as provided in this section. In the
case of property that is leased or rented as a site for atrave trailer, a storage shed, deck, or similar improvement on
the site that is considered persona property under this paragraph istaxable only if itstotal estimated market valueis
over $500 $1,000. The property is taxable as personal property to the lessee of the site if it is not owned by the
owner of the site. The property is taxable as real estate if it is owned by the owner of the site. As a condition of
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permitting the owner of the manufactured home, sectional structure, park trailer, or travel trailer to construct
improvements on the leased or rented site, the owner of the site must obtain the permanent home address of the
lessee or user of the site. The site owner mugt provide the name and address to the assessor upon request.

EFFECTIVE DATE. This section is effective for assessment year 2007 and thereafter, for taxes payable in
2008 and theredfter.

Sec. 14. Minnesota Statutes 2006, section 273.128, subdivision 1, isamended to read:

Subdivision 1. Reguirement Requirements. Low-incomerental-property In order to be classified as class 4d
low-income rental housing under section 273.13, subdivision 25, is-entitled-to-valuation-under—this-section-if the

property must meet the requirements of subdivision 4, if applicable, and at least #5 20 percent of the units in the
rental housing property must meet any of the following qualifications:

(1) the units are subject to a housing assistance payments contract under Section 8 of the United States Housing
Act of 1937, as amended;

(2) the units are rent-restricted and income-restricted units of a qualified low-income housing project receiving
tax credits under section 42(g) of the Internal Revenue Code of 1986, as amended;

(3) the units are financed by the Rural Housing Service of the United States Department of Agriculture and
receive payments under the rental assistance program pursuant to section 521(a) of the Housing Act of 1949, as
amended; or

(4) the units are subject to rent and income restrictions under the terms of financial assistance provided to the
rental housing property by the federal government or the state of Minnesota, or a local unit of government, as
evidenced by a document recorded against the property.

The restrictions must require assisted units to be occupied by residents whose household income at the time of
initiad occupancy does not exceed 60 percent of the greater of area or state median income, adjusted for family size,
as determined by the United States Department of Housing and Urban Development. The restriction must also
require the rents for assisted units to not exceed 30 percent of 60 percent of the greater of area or state median
income, adjusted for family size, as determined by the United States Department of Housing and Urban
Devel opment.

EFFECTIVE DATE. This section is effective for property taxes levied in 2007, payable in 2008, and
thereafter.

Sec. 15. Minnesota Statutes 2006, section 273.128, is amended by adding a subdivision to read:

Subd. 4. Participation in _crimefree multihousing program. (a) In addition to the reguirements in
subdivision 1, if the property qualifies under paragraph (b), the owners or managers must compl ete the three phases
of the city's or county's crime-free multihousing program and the qualifying property must be annually certified by
the police or sheriff as participating in the program. If aqualifying property is not certified within one year after it is
first determined to be a qualifying property under paragraph (b), or does not annually maintain its certification in the
program, the city or _county shall notify the property owner that the qualifying property must comply with the
reguirements of this subdivision to maintain its classification as class 4d property. If a qualifying property isnot in
compliance within one year after receiving the notice from the city or county, the city or county shall issue a second
notice and require the owners to enter into a plan to achieve compliance within one year. |f, upon expiration of the
one-year time period, the qualifying property has not been certified by the police or sheriff as completing the
program, the city or county shall notify the commissioner of the Housing Finance Agency and the commissioner




55TH DAY] WEDNESDAY, APRIL 25, 2007 4471

shall remove the property from the list of class 4d properties certified to the county or city assessor under
subdivision 3. Once removed from the list, the property is not eligible for class 4d classfication until it complies
with this subdivision and its compliance has been certified to the Housing Finance Agency by the city or county.
Certification to the Housing Finance Agency must be made by May 15 to be effective for taxes payable in the

following year.

(b) A property is a qualifying property for purposes of this subdivision's requirements if it satisfies each of the
following requirements:

(1) the property is located in a city or county that offers a crime-free multihousing program through its city
police or county sheriff;

(2) over the preceding three-year period, the number of police or sheriff cals to the property exceeded the city's
or county's average number of calls for multiunit rental properties for the period by at least 25 percent, adjusted for
the number of rental units;

(3) the palice or sheriff department has requested, in writing, the owners or managers of the property to enroll in
the crime-free multihousing program and the owners or managers refused or failed to enroll within 60 days after the
reguest, or failed to complete phases one and three within 90 days and all three phases of the program within a one-
year time period; and

(4) the governing body of the city or county, by resolution, determines the property is a qualifying property
under clauses (1) to (3).

(c) Calls for palice or emergency assistance in response to domestic abuse or medical assistance shall not be
counted toward the number of calls in paragraph (b), clause (2). For purposes of this subdivision, "domestic abuse"
has the meaning given in section 518B.01, subdivision 2.

(d) Low-income qualifying rental housing property classified as class 4d property for taxes payable in 2007 must
meet the requirements of this section by May 15, 2010.

EFFECTIVE DATE. This section is effective for property taxes levied in 2007, payable in 2008, and
thereafter.

Sec. 16. Minnesota Statutes 2006, section 273.13, subdivision 22, is amended to read:

Subd. 22. Class 1. (a) Except as provided in subdivision 23 and in paragraphs (b) and (c), real estate which is
residential and used for homestead purposesis class 1a. In the case of aduplex 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 1la 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
ahomestead by

(2) any person who isblind as defined in section 256D.35, or the blind person and the blind person's spouse; or
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{3) any person who is permanently and totally disabled.

Property is classified and assessed under clause (3) only if the government agency or income-providing source
certifies, upon the request of the homestead occupant, that the homestead occupant satisfies the disability
reguirements of this paragraph.

Property is classified and assessed pursuant to clause (1) only if the commissioner of 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 $50,000 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 rate using the rates for class 1la or class 2a property,
whichever is appropriate, of similar market value.

(c) Class 1c property is commercia use real and personal property that abuts a-takeshere-tine public water as
defined in section 103G.005, subdivision 15, and is devoted to temporary and seasonal residential occupancy for
recreational purposes but not devoted to commercial 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
ahomestead by a shareholder of a corporation that owns the resort, a partner in a partnership that ownstheresort, or
a member of a limited liability company that owns the resort even if the title to the homestead is held by the
corporation, 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 afeeis charged for residential occupancy. Class 1c property must
contain three or morerental units. A "rental unit" is defined as a cabin, condominium, townhouse, seeping room, or
individual camping site equipped with water and electrical hookups for recreational vehicles. Class 1c property
must provide recreationa activities such as the rental of ice fishing houses, boats and motors, snowmobiles,
downhill or cross-country ski equipment; provide marina services, launch services, or guide services; or sell bait and
fishing tackle. Any unit in which the right to use the property is transferred to an individual or entity by deeded
interest, or the sae of shares or stock, no longer qualifies for class 1c even though it may remain available for rent.
A camping pad offered for rent by a property that otherwise qualifies for class 1c is also class 1c, regardiess of the
term of the rental agreement, as long as the use of the camping pad does not exceed 250 days. The portion of the
property used as a homestead is class 1a property under paragraph (a). Theremainder of the property is classified as
follows: the first $5006,000 $600,000 of market valueistier I, the next $1,700,000 of market valueistier I, and any

remaining market valueistier Il1. Theclassratesfor classlcare tlerI 055050percent tier I, 10percent and

Owners of real and pereonai propertv devoted to temporarv and eeaeonal readentlai occupancy for recredlon
purposes in which all or aportion of the property was devoted to commercial purposes for not more than 250 daysin
the year preceding the year of assessment desiring classification as class 1c, must submit a declaration to the
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assessor designating the cabins or units occupied for 250 days or lessin the year preceding the year of assessment by
January 15 of the assessment year. Those cabins or units and a proportionate share of the land on which they are
located must be designated as class 1c as otherwise provided. The remainder of the cabins or units and a
proportionate share of the land on which they are located must be designated as class 3a commercial. The owner of
property desiring designation as class 1c property must provide guest registers or other records demonstrating that
the units for which class 1c designation is sought were not occupied for more than 250 days in the year preceding
the assessment if so requested. The portion of a property operated as a (1) restaurant, (2) bar, (3) gift shop, (4)
conference center or meeting room, and (5) other nonresidentia facility operated on a commercia basis not directly
related to temporary and seasonal residential occupancy for recreation purposes does not qualify for class 1c.

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

(1) the dtructure is located on property that is classified as agricultural property under section 273.13,
subdivision 23;

(2) the structureis 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 disqudify the property from classification under this paragraph;

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

(4) the structure isnot sdable asresidentia property because it does not comply with local ordinancesrelating to
location in relation to streets or roads.

The market value of class 1d property has the same classrates as class 1a property under paragraph (a).

EFFECTIVE DATE. The portion of this section increasing the market value of thefirg tier of class 1c resorts
and striking the language relating to class 1b veterans homesteads is effective for taxes payable in 2008 and
thereafter. The remaining portion of this section relating to class 1c resortsis effective for taxes payable in 2009 and
thereafter.

Sec. 17. Minnesota Statutes 2006, section 273.13, subdivision 23, is amended to read:

Subd. 23. Class 2. (@) Class 2a property is agricultura land including any improvements that is homesteaded.
The market value of the house and garage and immediately surrounding one acre of land has the same class rates as
class 1la property under subdivision 22. The value of the remaining land including improvements up to the first tier
valuation limit of agricultural homestead property has a net class rate of 8:55 0.50 percent of market value. The
remaining property over the first tier has a class rate of one percent of market value. For purposes of this
subdivision, the "first tier valuation limit of agricultural homestead property" and "first tier" meansthe limit certified
under section 273.11, subdivision 23.

(b) Class 2b property is (1) unpler[t red estate rural in character and-used-exelusively-for-growing-trees-for
WO te, thar[ is not |mproved Wlth a structure aqd—rsru%d

Ieast ten acres, mcl udlnq land used for growing treesfor ti mber Iumber and Wood products but not including land
used for agricultural purposes, provided that the presence of a structure, other than a minor, ancillary nonresidential
structure, does not disgualify property from the classification under this clause; (2) rea estate that is nonhomestead
agricultural land; or {4) (3) alanding area or public access area of a privately owned public use airport. Class 2b
property has anet classrate of one percent of market value.
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(c) Agricultural land as used in this section means contiguous acreage of ten acres or more, used during the
preceding year for agricultural purposes. "Agricultural purposes’ as used in this section means the raising or
cultivation of agricultural products. "Agricultural purposes’ also includes enrollment in the Reinvest in Minnesota
program under sections 103F.501 to 103F.535 or the federal Conservation Reserve Program as contained in Public
Law 99-198 if the property was classified as agricultural (i) under this subdivision for the assessment year 2002 or
(ii) in the year prior to its enrollment. Contiguous acreage on the same parcel, or contiguous acreage on an
immediately adjacent parcel under the same ownership, may also qualify as agricultural land, but only if it is
pasture, timber, waste, unusable wild land, or land included in state or federal farm programs. Agricultura
classification for property shall be determined excluding the house, garage, and immediately surrounding one acre of
land, and shall not be based upon the market value of any residential structures on the parcel or contiguous parcels
under the same ownership.

(d) Real estate, excluding the house, garage, and immediately surrounding one acre of land, of 1ess than ten acres
which is exclusively and intensively used for raising or cultivating agricultural products, shal be considered as
agricultural land.

Land shal be classified as agricultural even if al or a portion of the agricultural use of that property is the
leasing to, or use by another person for agricultural purposes.

Classification under this subdivision isnot determinative for qualifying under section 273.111.

The property classification under this section supersedes, for property tax purposes only, any locally
administered agricultural policies or land use restrictions that define minimum or maximum farm acreage.

(e) Theterm "agricultural products’ as used in this subdivision includes production for sale of:

(1) livestock, dairy animals, dairy products, poultry and poultry products, fur-bearing animals, horticultural and
nursery stock, fruit of al kinds, vegetables, forage, grains, bees, and apiary products by the owner;

(2) fish bred for sale and consumption if the fish breeding occurs on land zoned for agricultural use;

(3) the commercial boarding of horses if the boarding is done in conjunction with raising or cultivating
agricultural products as defined in clause (1);

(4) property which is owned and operated by nonprofit organizations used for equestrian activities, excluding
racing;

(5) game birds and waterfowl bred and raised for use on a shooting preserve licensed under section 97A.115;
(6) insects primarily bred to be used as food for animals;
(7) trees, grown for saleasa crop, and not sold for timber, lumber, wood, or wood products; and

(8) maple syrup taken from trees grown by a person licensed by the Minnesota Department of Agriculture under
chapter 28A asafood processor.

(f) If aparce used for agricultural purposesis also used for commercial or industrial purposes, including but not
limited to:

(1) wholesale and retail sales;
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(2) processing of raw agricultural products or other goods;
(3) warehousing or storage of processed goods; and
(4) officefacilities for the support of the activities enumerated in clauses (1), (2), and (3),

the assessor shall classify the part of the parcel used for agricultural purposes as class 1b, 2a, or 2b, whichever is
appropriate, and the remainder in the class appropriate to its use. The grading, sorting, and packaging of raw
agricultural products for first sale is considered an agriculturd purpose. A greenhouse or other building where
horticultural or nursery products are grown that is also used for the conduct of retail sdles must be classified as
agricultural if it is primarily used for the growing of horticultural or nursery products from seed, cuttings, or roots
and occasionally as a showroom for the retail sale of those products. Use of a greenhouse or building only for the
display of already grown horticultural or nursery products does not qualify as an agricultural purpose.

The assessor shall determine and list separately on the records the market value of the homestead dwelling and
the one acre of land on which that dwelling is located. If any farm buildings or structures are located on this
homesteaded acre of land, their market value shall not be induded in this separate determination.

(9) To qualify for classification under paragraph (b), clause (4} (3), a privately owned public use airport must be
licensed as a public airport under section 360.018. For purposes of paragraph (b), clause (4} (3), "landing area"
means that part of a privately owned public use airport properly cleared, regularly maintained, and made available to
the public for use by aircraft and indludes runways, taxiways, aprons, and sites upon which are situated landing or
navigational aids. A landing area also includes land underlying both the primary surface and the approach surfaces
that comply with all of the following:

(i) the land is properly cleared and regularly maintained for the primary purposes of the landing, taking off, and
taxiing of aircraft; but that portion of the land that contains facilities for servicing, repair, or maintenance of aircraft
isnot included asalanding areg;

(ii) theland is part of the airport property; and
(iii) the land is not used for commercial or residential purposes.

The land contained in a landing area under paragraph (b), clause (4} (3), must be described and certified by the
commissioner of transportation. The certification is effective until it is modified, or until the airport or landing area
no longer meets the requirements of paragraph (b), clause {4) (3). For purposes of paragraph (b), clause {4} (3),
"public access ared" means property used as an aircraft parking ramp, apron, or storage hangar, or an arrival and
departure building in connection with the airport.

EFFECTIVE DATE. This section is effective for assessment year 2007 and thereafter, for taxes payable in
2008 and theredfter.

Sec. 18. Minnesota Statutes 2006, section 273.13, subdivision 24, is amended to read:
Subd. 24. Class 3. (@) Commercia and industrial property and utility real and personal property is class 3a.

(1) Except as otherwise provided, each parcel of commercid, industria, or utility real property has a classrate of
1.5 percent of thefirst tier of market value, and 2.0 percent of the remaining market value. In the case of contiguous
parcels of property owned by the same person or entity, only the value equal to the first-tier value of the contiguous
parcels qualifies for the reduced class rate, except that contiguous parcels owned by the same person or entity shall
be eligible for the first-tier value class rate on each separate business operated by the owner of the property,



4476 JOURNAL OF THE HOUSE [55TH DAY

provided the business is housed in a separate structure. For the purposes of this subdivision, the first tier means the
first $150,000 of market value. Real property owned in fee by a utility for transmission line right-of-way shall be
classified at the classrate for the higher tier.

For purposes of this subdivision, parcels are considered to be contiguous even if they are separated from each
other by a road, street, waterway, or other similar intervening type of property. Connections between parcels that
consist of power lines or pipelines do not cause the parcels to be contiguous. Property owners who have contiguous
parcels of property that constitute separate businesses that may qualify for the first-tier class rate shall notify the
assessor by July 1, for treatment beginning in the following taxes payable year.

(2) AH Personal property that is—() part of an eectric generation,-transmission,-er-distribution system:—er—{i),
including tools, implements, and machinery, has a classrate of 3.0 percent.

(3) Personal property that is either: (i) part of a pipeline system transporting or distributing water, gas, crude ail,
or petroleum products—and-(i)-ret-described-in-clause(3)-and-all, including tools, implements, and machinery, or
(i) part of an electric transmission or distribution system, including tools, implements, and machinery, has a class
rate of 2.25 percent.

(4) Railroad operating property has a class rate as provided under clause (1) for the first tier of market value and
the remaining market value. In the case of multiple parcels in one county that are owned by one person or entity,
only onefirst tier amount is eligible for the reduced rate.

of mains and pipes used in the dlstrlbutlon of steam or hot or chllled Water for heating or cooling buildings, has a
classrate as provided under clause (1) for the remaining market value in excess of thefirg tier.

(b) Employment property defined in section 469.166, during the period provided in section 469.170, shall
constitute class 3b. The classrates for class 3b property are determined under paragraph (a).

EFFECTIVE DATE. Thissection is effective for taxes levied in 2007, payable in 2008, and thereafter.

Sec. 19. Minnesota Statutes 2006, section 273.13, subdivision 25, is amended to read:

Subd. 25. Class4. (@) Class4aisresidentia red estate containing four or more units and used or held for use
by the owner or by the tenants or lessees of the owner asaresidence for renta periods of 30 days or more, excluding
property qualifying for class 4d. Class 4a also 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 classrate of 1.25
percent.

(b) Class 4b inchudes:
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{4} isunimproved property that is classified residential as determined under subdivision 33.
The market value of class 4b property has a classrate of 1.25 percent.
(c) Class 4bb includes:

(1) nonhomestead residential red estate containing ere-urit fewer than four units, other than seasonal residential
recreational property; and

(2) a singte-famity dwelling, garage, and surrounding one acre of property on a nonhomestead farm classified
under subdivision 23, paragraph (b), containing fewer than four units; and

(3) manufactured homes not classified under any other provision.

Class 4bb property has the same class rates as class 1a property under subdivision 22.

Property that has been classified as seasonal residential recreational property at any time during which it has
been owned by the current owner or spouse of the current owner does not qualify for class 4bb.

(d) Class 4c property includes:

(1) except as provided in subdivision 22, paragraph (c), or subdivision 23, paragraph (b), clause (1), rea and
personal property devoted to temporary and seasonal residential occupancy for recreation purposes, including rea
and personal property devoted to temporary and seasonal residential occupancy for recreation purposes and not
devoted to commercial purposes for more than 250 days in the year preceding the year of assessment. For purposes
of this clause, property is devoted to a commercial purpose on a specific day if any portion of the property is used
for residential occupancy, and a fee is charged for residential occupancy. Class 4c property must contain three or
more rental units. A "renta unit" is defined as a cabin, condominium, townhouse, deeping room, or individual
camping site equipped with water and electrical hookups for recreational vehicles. Class 4c¢ property must provide
recreational activities such as renting ice fishing houses, boats and motors, snowmobiles, downhill or cross-country
ski_equipment; provide marina services, launch services, or guide services, or sdll bait and fishing tackle A
camping pad offered for rent by a property that otherwise qualifies for class 4c is also class 4c regardless of the term
of the rental agreement, as long as the use of the camping pad does not exceed 250 days. In order for a property to
be classified as class 4c, seasonal residentia recreational for commercial purposes, at least 40 percent of the annua
gross lodging receipts related to the property must be from business conducted during 90 consecutive days and
either (i) at least 60 percent of all paid bookings by lodging guests during the year must be for periods of at least two
consecutive nights; or (ii) at least 20 percent of the annual gross receipts must be from charges for renta 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 4¢c aso includes commercia use red
property used exclusively for recreational purposesin conjunction with class 4c property devoted to temporary and
seasonal residential occupancy for recreational purposes, up to a total of two acres, provided the property is not
devoted to commercid recreational use for more than 250 days in the year preceding the year of assessment and is
located within two miles of the class 4c property with which it is used. Owners of real and personal property
devoted to temporary and seasonal residential occupancy for recreation purposes and al or a portion of which was
devoted to commercia purposes for not more than 250 days in the year preceding the year of assessment desiring
classification as class 2e-er 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 witt must be designated class 4e-er 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 1e-er 4¢ property must
provide guest registers or other records demonstrating that the units for which class 2e-er 4c designation is sought
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were not occupied for more than 250 days in the year preceding the assessment if so requested. The portion of a
property operated as a (1) restaurant, (2) bar, (3) gift shop, (4) conference center or meeting room, and 4} (5) other
nonresidential facility operated on a commercial basis not directly related to temporary and seasona residential
occupancy for recreation purposes shalt does not qualify for class de-er 4c;

(2) qualified property used asa golf courseif:

(i) it is open to the public on a daily fee basis. It may charge membership fees or dues, but a membership fee
may not be required in order to use the property for golfing, and its green fees for golfing must be comparable to
green fees typically charged by municipal courses; and

(i) it meets the requirements of section 273.112, subdivision 3, paragraph (d).

A structure used as a clubhouse, restaurant, or place of refreshment in conjunction with the golf course is
classified as class 3a property;

(3) red property up to a maximum of ene-aere three acres of land owned and used by a nonprofit community
service oriented organization—previded-that and that is not used for residential purposes on either a temporary or
permanent basis, qualifies for class 4c provided that it meets either of the following:

(i) the property is not u%d for arevenueproducmg act|V|ty for morethan six days in the calendar year precedl ng
the year of assessment a .

basis, or

(ii) the organization makes annual charitable contributions and donations at |east equal to the property's previous
year's property taxes and the property is allowed to be used for public and community meetings or events for no
charge, as appropriate to the size of the facility.

For purposes of this clause,

(A) "charitable contributions and donations' has the same meaning as lawful gambling purposes under section
349.12, subdivision 25, excluding those purposes relating to the payment of taxes, assessments, fees, auditing costs,
and utility payments;

(B) "property taxes' excludes the state generd tax;

(C) _a "nonprofit community service oriented organization" means any corporation, society, association,
foundation, or ingtitution organized and operated exclusively for charitable, religious, fraternd, civic, or educational
purposes, and which is exempt from federal income taxation pursuant to section 501(c)(3), (10), or (19) of the
Internal Revenue Code of 1986, as amended through December 31, 1990—Ferpurpeses-of-this-clause;; and

(D) "revenue-producing activities' shall include but not be limited to property or that portion of the property that
is used as an on-sae 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 qualifying under item (i) which is used for revenue-producing activities for more than
six days in the calendar year preceding the year of assessment shall be assessed as class 3a. The use of the property
for 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;.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4479

The organization shall maintain records of its charitable contributions and donations and of public meetings and
events held on the property and make them available upon request any time to the assessor to ensure eigibility. An
organization mesting the requirement under item (ii) must file an application by May 1 with the assessor for
digibility for the current year's assessment. The commissioner shall prescribe a uniform application form and

instructions,

(4) postsecondary student housing of not more than one acre of land that is owned by a nonprofit corporation
organized under chapter 317A and 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 fithess, 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 arcraft storage hangar not exempt under section 272.01,
subdivision 2, and the land on which it islocated, provided that:

(i) the land is on an airport owned or operated by a city, town, county, Metropalitan Airports Commission, or
group thereof; and

(i) the land lease, or any ordinance or signed agreement restricting the use of the leased premise, prohibits
commercial activity performed at the hangar.

If a hangar 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 islocated within 60 days of the sale;

(8) a privately owned noncommercia aircraft storage hangar not exempt under section 272.01, subdivision 2,
and theland on which it islocated, provided that:

(i) the land abuts a public airport; and

(ii) the owner of the aircraft storage hangar provides the assessor with a signed agreement restricting the use of
the premises, prohibiting commercia use or activity performed at the hangar; and

(9) residential real estate, a portion of which is used by the owner for homestead purposes, and that is dso a
place of lodging, if al of the following criteriaare met:

(i) rooms are provided for rent to transient gueststhat 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 isthe operator of the property.
The market value subject to the 4c classification under this clauseis 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.



4480 JOURNAL OF THE HOUSE [55TH DAY

Class 4c property has a class rate of 1.5 percent of market value, except that (i) each parce of seasona
residential recreational property not used for commercial purposes has the same class rates as class 4bb property, (ii)
manufactured home parks assessed under clause (5) have the same class rate as class 4b property, (iii) commercial-
use seasonal residentia recreational property has a class rate of one percent for the first $500,000 of market value,
and 1.25 percent for the remaining market vaue, (iv) the market value of property described in clause (4) hasaclass
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 (9) qualifying for class 4c property has a class rate of
1.25 percent.

(e) Class 4d property is qualifying low-income rental housing certified to the assessor by the Housing Finance
Agency under section 273.128, subdivision 3. If only a portion of the units in the building qualify as low-income
rental housing units as certified under section 273.128, subdivision 3, only the proportion of qualifying units to the
total number of units in the building qualify for class 4d. The remaining portion of the building shall be classified
by the assessor based upon its use. Class 4d also includes the same proportion of land as the quaifying low-income
rental housing units are to the total unitsin the building. For al properties qualifying as class 4d, the market value
determined by the assessor must be based on the normal approach to value using normal unrestricted rents.

Class 4d property has a classrate of 0.75 percent.

EFFECTIVE DATE. The portion of this section relating to class 4c¢ resorts in paragraph (d), clause (1), is
effective for assessment year 2008 and thereafter, for taxes payable in 2009 and thereafter. The portion of this
section relating to nonprofit community service oriented organizations is effective for assessment year 2007 and
thereafter, for taxes payable in 2008 and thereafter, except that the application date in paragraph (d), clause (3), item
(i), for the 2007 assessment is extended to September 1, 2007.

Sec. 20. Minnesota Statutes 2006, section 273.13, subdivision 33, isamended to read:

Subd. 33. Classification of unimproved property. (a) All real property that is not improved with a structure
must be classified according to its current use.

(b) Except as provided in subdivision 23, paragraph (b), clause (1), rea property that is not improved with a
structure and for which there is no identifiable current use must be classified according to its highest and best use
permitted under the local zoning ordinance. If the ordinance permits more than one use, the land must be classified
according to the highest and best use permitted under the ordinance. If no such ordinance exists, the assessor shall
consider the most likely potential use of the unimproved land based upon the use made of surrounding land or land
in proximity to the unimproved land.

EFFECTIVE DATE. This section is effective for assessment year 2007 and thereafter, for taxes payable in
2008 and theredfter.

Sec. 21. Minnesota Statutes 2006, section 273.13, is amended by adding a subdivision to read:

Subd. 34. Homestead of disabled veteran. (a) All or aportion of the market value of property qualifying for
homestead classification under subdivision 22 or 23 is excluded in determining the property's taxable market value if
it serves as the homestead of a military veteran, as defined in section 197.447, who has a service-connected
disability of 50 percent or more. To qudify for exclusion under this subdivision, the veteran must have been
honorably discharged from the United States armed forces, as indicated by United States Government Form DD214
or other official military discharge papers, and must be certified by the United States Veterans Administration as
having a service-connected disability.

(b)(1) For adisability rating of at least 50 percent but less than 70 percent, $100,000 of market value is excluded;
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(2) for a disability rating of 70 percent or more, $150,000 of market value is excluded, except as provided in
clause (3); and

(3) for atotal (100 percent) and permanent disability, $300,000 of market valueis excluded.

(c) If a disabled veteran qualifying for a valuation exclusion under paragraph (b), clause (3), predeceases the
veteran's spouse, and if upon the death of the veteran the spouse holds the legal or beneficial title to the homestead
and permanently resides there, the exclusion shall carry over to the benefit of the veteran's spouse until such time as
the spouse sdlls, transfers, or otherwise disposes of the property.

(d) In the case of an agricultural homestead, only the portion of the property consisting of the house and garage
and immediately surrounding one acre of land qualifies for the valuation exclusion under this subdivision.

(e) A property qualifying for a valuation exclusion under this subdivision is not €igible for the credit under
section 273.1384, subdivision 1.

(f) To qualify for a valuation exclusion under this subdivision a property owner must apply to the assessor by
July 1 of each assessment year, except that an annual reapplication is not required once a property has been accepted
for avaluation exclusion under paragraph (b), clause (3), and the property continues to qualify until thereis achange
in ownership.

EFFECTIVE DATE. This section is effective for assessment year 2007 and thereafter, for taxes payable in
2008 and theredfter.

Sec. 22. Minnesota Statutes 2006, section 275.065, is amended by adding a subdivision to read:

Subd. 3b. Supplemental notice of proposed levy increases. (@) If acity that has a population of more than
2,500 or a county proposes alevy increase greater than the threshold increase cal culated under paragraph (b), it shall
prepare and deliver by first class mail a supplemental proposed property tax notice to each property taxpayer in the
taxing jurisdiction, as described in this subdivision.

(b) The threshold increase in the proposed property tax levy is equal to the levy in the previous year, multiplied
by the sum of (1) one percent, (2) the percentage growth, if any, in the population in the taxing jurisdiction for the
most recent available year, (3) the percentage increase in the total market value in the taxing jurisdiction due to new
construction of commercia and industrial property, and (4) the percentage increase in the implicit price deflator for
government_consumption expenditures and gross investment for state and local governments as prepared by the
United States Department of Commerce for the most recent 12-month period ending March of thelevy vear.

(c) The supplementa proposed notice must show the taxing jurisdiction's (1) levy for the previous year, (2) its
threshold levy increase indicating that this increase is calculated to reflect reasonable growth adjusting for
population increases, increased demand from new business, and inflation, (3) the proposed property tax increase,
and (4) the amount the proposed increase exceeds the threshold increase. The notice must contain a description of
why the jurisdiction needs to raise property taxes above the threshold amount and how the taxing jurisdiction plans
to spend the additional revenue.

EFFECTIVE DATE. Thissection is effective for taxes levied in calendar year 2007 and thereafter.

Sec. 23. Minnesota Statutes 2006, section 275.065, is amended by adding a subdivision to read:

Subd. 6¢. Joint public hearing; nonmetropolitan county, cities, and school districts. (a) Notwithstanding
any other provision of law, the county board may hold a joint hearing with the governing bodies of al taxing
authorities located wholly or partialy within the county that are required to hold a public hearing under this section,
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excluding special taxing districts. The primary purpose of the joint hearing is for taxpayer efficiency by allowing
taxpayers to come to a single public hearing to discuss the budgets and proposed property tax levies of most taxing
authorities that impact the taxes on their property.

(b) This subdivision applies only to counties located outside the metropolitan area as defined under section
473.121, subdivision 2. If a city or school district is located partialy within the metropolitan area, that taxing
jurisdiction may participate in its nonmetropolitan county's joint hearing, if it so chooses.

(c) Upon the adoption of a resolution by the county board to hold a joint public hearing, the county shall notify
each city with a population over 500 and each school district located wholly or partialy within the county of its
intention to hold the joint hearing and ask each of the taxing authorities if it would like to participate. Participation
is voluntary, and participation in the joint hearing is in lieu of the requirement for the governing body to hold a
separate public hearing under subdivision 6. |f a participating city or school district is located in more than one
county, the hearing under this subdivision isin lieu of the requirement to hold a separate public hearing if 75 percent
or more of that city or schoal district's previous year's net tax capacity isin the county where the hearing is held.

(d) Theinitia joint hearing must be held on the first Thursday in December. The county may hold an additional
joint hearing on another date before December 20 if the majority of the participating taxing authorities want an
additional hearing.

The county board shall obtain a meeting space to hold the joint hearing, preferably at a public building such as
the courthouse, school, or community center. The location shall be as centrally located within the county as
possible. The meeting shall generdly be structured in the following general manner:

(1) 30 to 60 minutes must be devoted to discussion of the county's budget and levy;

(2) 30 to 60 minutes must be devoted to discussion of the city's budget and levy, with each city's discussion held
in a separate room, preferably in the same building;

(3) 30 to 60 minutes must be devoted to discussion of the school district's levy, with each school district's
discussion held in a separate room, preferably in the same building; and

(4) during the last 30 minutes the governing bodies must reassemble in a joint meeting to entertain any foll ow-up
questions that have arisen from the separate discussions.

The county shall attempt to keep thetotal public hearing to within three hours.

(e) In lieu of the public advertisement requirement in subdivision 5a, the county shall have a single
advertisement listing the county, each city with a population of over 500, and each schoal district participating in the
joint public hearing listing. Any taxing authority participating under this subdivision is exempt from the separate
public_advertissment requirement under subdivision 5a. The cost of the joint hearing advertissment shall be
apportioned in the same manner provided in subdivision 4. The notice must be published not |ess than two business
days nor more than six business days before the hearing. The newspaper selected must be one of genera interest
and readership in the county, and not one of limited subject matter. The advertisement must appear in a newspaper
that is published at |east once per week. The advertisement must be in the following form:
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"NOTICE OF JOINT PUBLIC HEARING
PROPOSED TOTAL PROPERTY TAXES
FOR PARTICIPATING TAXING AUTHORITIES

The property tax amounts below compare that portion of the current budget levied in property taxes in the county,
cities, and school districts for (year) with the property taxes the county, cities, and school districts propose to collect
in (year) for those taxing authorities participating in the joint public hearing.

Taxing Authority (Year) Property Proposed (Y ear) Change (Year) -
Taxes Property Taxes (Year)
$...... $...... $...... %

ATTEND THE JOINT PUBLIC HEARING

All residents are invited to attend the joint public hearing of the county/cities/school districts to express your
opinions on the proposed amount of (year) property taxes. The hearing will be held on:

(Month/Day/Y ear/Time)

(Location/Address)

If the discussion cannot be completed, and another hearing is scheduled, a time and place for that hearing will be
announced at this hearing. You are also invited to send your written comments to the county auditor. If the
comments relate to the city or school district's levy, please identify that on the envelope so the county auditor can
direct the correspondence to theright jurisdiction.”

The forma adoption of the taxing authority's levy must not be made at the joint public hearing held under this
subdivision. The formal adoption must be made at one of the regularly scheduled meetings of the taxing authority's
governing body. However, the property tax levy amount that is subseguently adopted cannot exceed the amount
shown to taxpayers at the joint public hearing.

EFFECTIVE DATE. Thissection is effective for hearings held in 2007 and thereafter.

Sec. 24. Minnesota Statutes 2006, section 278.05, subdivision 6, is amended to read:

Subd. 6. Dismissal of petition; exclusion of certain evidence. (a) In cases where the petitioner contests the
valuation of income-producing property, information, including income and expense figures in the form of (1) year-
end financial statements for the year prior to the assessment date, (2) year-end financial datements for the year of
the assessment date, and (3) rent rolls on the assessment date including tenant name, lease start and end dates, option
terms, base rent, square footage leased and vacant space, verified net rentable areas in the form of net rentable
square footage of the building or buildings, and anticipated income and expenses in the form of proposed budgets
for the year subsequent to the year of the assessment date, fer-ineome-producingproperty must be provided to the
county assessor no later than 60 days after the applicable filing deadline contained in section 278.01, subdivision 1
or 4. Failureto provide the information required in this paragraph shall result in the dismissal of the petition, unless
(2) thefailureto provide it was due to the unavailability of the evidence at the time that the information was due, or
(2) the petitioner was not aware of or informed of the requirement to provide the information.
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If the petitioner proves that the requirements under clause (2) are met, the petitioner has an additional 30 days to
provide the information from the time the petitioner became aware of or was informed of the requirement to provide
the information, otherwise the petition shall be dismissed.

(b) Provided that the information as contained in paragraph (@) 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
appraisd, if any, which will be presented to the court a the hearing. The petitioner shal furnish to the county
assessor at least five days before the hearing under this chapter with the property's appraisd, 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 if 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. Thissection is effective for petitionsfiled on or after July 1, 2007.

Sec. 25. Minnesota Statutes 2006, section 279.01, is amended by adding a subdivision to read:

Subd. 5. Homestead property; monthly payment option. (a) In the case of class 1, 1c, or 2a homestead
property as defined in section 273.13, a homeowner may apply to make payments in _eight equal monthly
installments on the 15th day of each month from May through December. A homeowner desiring to utilize this
option must apply to the county by April 15 of the year that the taxes are payable, following procedures established

by the county.

(b) Each county must establish procedures allowing homeowners the option of paying the current year's property
taxes on amonthly basis. The procedures must address how homeowners apply to participate in the program, how
taxpayers can_make payments, including the possibility of automatic bank withdrawals, how and whether the
taxpayer is notified of each payment due date, whether to reguire annual applications, how to modify the property
tax settlement process, and any other procedures the county board deems necessary to implement this subdivision.
The proposed procedures must be submitted to the commissioner of revenue by November 1, 2007. The
commissioner must review the procedures and approve them or notify the county of changes that must be made to
the proposed procedures by January 1, 2008.

(c) The application procedure must be included in the property tax statement mailing.

(d) Penalties on unpaid taxes on property under the monthly payment program must be computed by equating the
number of days that any of the monthly payments are overdue to the penalty for the corresponding number of days
after May 15 that a payment is overdue under subdivision 1.

EFFECTIVE DATE. Thissection is effective for taxes payable in 2008 and thereafter.

Sec. 26. Minnesota Statutes 2006, section 279.37, subdivision 13, is amended to read:

Subd. 1la. Class 3a property. (@) The delinquent taxes upon a parcel of property which was classified class 3a,
for the previous year's assessment and had a totd market value of $206,000 $500,000 or less for that same
assessment shall be dligible to be composed into a confession of judgment. Property qualifying under this
subdivision shall be subject to the same provisions as provided in this section except as provided in paragraphs (b) to
(d).

(b) Current year taxes and penalty due at the time the confession of judgment is entered must be paid.
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(c) The down payment must include all special assessments due in the current tax year, al delinquent special
assessments, and 20 percent of the ad valorem tax, penalties, and interest accrued against the parcel. The balance
remaining is payable in four equal annual ingtalments.

(d) The amounts entered in judgment bear interest at the rate provided in section 279.03, subdivision 1a,
commencing with the date the judgment is entered. The interest rate is subject to change each year on the unpaid
balance in the manner provided in section 279.03, subdivision 1la.

EFFECTIVE DATE. This section is effective for confessions of judgment entered into July 1, 2007, and
thereafter.

Sec. 27. Minnesota Statutes 2006, section 280.39, is amended to read:

280.39 DELINQUENT TAXESMAY BE PAID IN INVERSE ORDER.

In any case where taxes for two or more years are delinquent against a parcel of land, such taxes for one or more
entire years, if held by the state, may be paid in the inverse order to that in which the taxes were levied, with accrued
penalties, interest, and costs upon the taxes so paid, without payment of the taxes for the first of such years;

provided, that such payment shall not affect the lien of any unpaid taxes or tax judgment.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 28. Minnesota Statutes 2006, section 289A.08, subdivison 13, isamended to read:

Subd. 13. Long and short forms; local use tax instructions, property tax refund information. (a) The
commissioner shall provide a long form individual income tax return and may provide a short form individua
income tax return. The returns shdl be in a form that is consistent with the provisions of chapter 290,
notwithstanding any other law to the contrary. The nongame wildlife checkoff provided in section 290.431 and the
dependent care credit provided in section 290.067 must be included on the short form.

(b) The commissioner must provide information on local use taxes in the individua income tax instruction
booklet. The commissioner must provide this information in the same section of the booklet that provides
information on the state use tax.

(c) The commissioner must refer to the property tax refunds allowed under chapter 290A on the front cover of
the individua income tax instruction booklet, as well as information within the booklet on income digihility for the
homestead and renter refunds, and maximum refund amounts alowed in the current year.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 29. Minnesota Statutes 2006, section 289A.40, subdivison 4, is amended to read:

Subd. 4. Property tax refund claims. A property tax refund claim under chapter 290A is not dlowed if the
initial claim is filed more than (1) one year after the original due date for filing the claim for refunds under section
290A.04, subdivision 2h; or (2) two years after the origina due date for filing the claim for refunds under section
290A.04, subdivisions 2, 2a, and 2k.

EFFECTIVE DATE. This section is effective for property taxes payable in 2006 and thereafter and rent paidin
2005 and theredfter.
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Sec. 30. Minnesota Statutes 2006, section 290B.03, subdivision 1, is amended to read:

Subdivision 1. Program qualifications. The qualificationsfor the senior citizens' property tax deferral program
are asfollows:

(2) the property must be owned and occupied as a homestead by a person 65 years of age or older. In the case of
amarried couple, beth only one of the spouses must be at least 65 years old at the time the first property tax deferral
is granted, regardless of whether the property istitled in the name of one spouse or both spouses, or titled in another
way that permits the property to have homestead status;

(2) the total household income of the qualifying hemeowners homeowner, or in the case of a married couple, the
qualifying homeowner and spouse, as defined in section 290A.03, subdivision 5, for the calendar year preceding the
year of theinitial application may not exceed $606,000 $75,000;

(3) the homestead must have been owned and occupied as the homestead of at least one of the gquatifying
homeowners for at least 15 years prior to the year theinitial application isfiled;

(4) there are no state or federal tax liens or judgment liens on the homesteaded property;

(5) there are no mortgages or other liens on the property that secure future advances, except for those subject to
credit limitsthat result in compliance with clause (6); and

(6) the totd unpaid balances of debts secured by mortgages and other liens on the property, including unpaid and
delinquent special assessments and interest and any delinquent property taxes, penadlties, and interest, but not
including property taxes payable during the year, does not exceed 75 percent of the assessor's estimated market
value for the year.

EFFECTIVE DATE. Thissection is effective for applications filed on or after July 1, 2007.

Sec. 31. Minnesota Statutes 2006, section 290B.03, subdivision 2, isamended to read:

Subd. 2. Qualifying homestead; defined. Qualifying homestead property is defined as the dwelling occupied
as the homeowner's principa residence and so much of the land surrounding it as is reasonably necessary for use of
the dwelling as a home and any other property used for purposes of a homestead as defined in section 273.13,
subdivisions 22 and 23, but not to exceed one acre. The homestead may be part of a multidwelling building and the
land on which it isbuilt. Property is not qualifying homestead property if a person or entity other than the applicant
or_the applicant's spouse holds an interest in the property as the vendor under a contract for deed or as a

remainder person.

EFFECTIVE DATE. Thissection is effective for applications submitted on or after January 1, 2007.

Sec. 32. Minnesota Statutes 2006, section 290B.04, subdivision 3, isamended to read:

Subd. 3. Excess-income certification by taxpayer. A taxpayer whose initial application has been approved
under subdivision 2 shall notify the commissioner of revenue in writing by July 1 if the taxpayer's household income
for the preceding calendar year exceeded $60,000_$75,000. The certification must state the homeowner's total
household income for the previous calendar year. No property taxes may be deferred under this chapter in any year
following the year in which a program participant filed or should have filed an excess-income certification under
this subdivision_showing income in excess of the maximum allowed, unless the participant has filed a resumption of
digibility certification as described in subdivision 4.

EFFECTIVE DATE. Thissection is effective for applications filed on or after July 1, 2007.
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Sec. 33. Minnesota Statutes 2006, section 290B.04, subdivision 4, is amended to read:

Subd. 4. Resumption of eligibility certification by taxpayer. A taxpayer who has previoudy filed an excess-
income certification under subdivision 3 may resume program participation if the taxpayer's household income for a
subsequent year is $66,000 $75,000 or less. |f the taxpayer chooses to resume program participation, the taxpayer
must notify the commissioner of revenue in writing by July 1 of the year following a caendar year in which the
taxpayer's household income is $60;000 $75,000 or less. The certification must state the taxpayer's total household
income for the previous calendar year. Once ataxpayer resumes participation in the program under this subdivision,
participation will continue until the taxpayer files a subsequent excess-income certification under subdivision 3 or
until participation is terminated under section 290B.08, subdivision 1.

EFFECTIVE DATE. Thissection is effective for applications filed on or after July 1, 2007.

Sec. 34. Minnesota Statutes 2006, section 290B.05, subdivision 1, isamended to read:

Subdivision 1. Determination by commissioner. The commissione shall determine each qualifying
homeowner's "annua maximum property tax amount" following approval of the homeowner'sinitial application and
following the receipt of aresumption of digibility certification. The "annua maximum property tax amount” equals
three percent of the homeowner's total household income for the year preceding either the initial application or the
resumption of digibility certification, whichever is applicable. Following approval of the initid application, the
commissioner shall determine the quaifying homeowner's "maximum alowable deferral.” No tax may be deferred
relative to the appropriate assessment year for any homeowner whose total household income for the previous year
exceeds $60,000 $75,000. No tax shall be deferred in any year in which the homeowner does not meet the program
qualifications in section 290B.03. The maximum allowable total deferral is equal to 75 percent of the assessor's
estimated market value for the year, less the balance of any mortgage loans and other amounts secured by liens
against the property at the time of application, including any unpaid and delinquent special assessments and interest
and any delinquent property taxes, penalties, and interest, but not including property taxes payable during the year.

EFFECTIVE DATE. Thissection is effective for applications received on or after July 1, 2007.

Sec. 35. Minnesota Statutes 2006, section 290B.07, is amended to read:
290B.07 LIEN; DEFERRED PORTION.

(a) Payment by the state to the county treasurer of property taxes, penalties, interest, or special assessments and
interest deferred under this chapter is deemed a loan from the state to the program partld pant. The commissioner

maintain records of the total deferred amount and mterest for each part|C| pant. Interest shall accrue begl nnmg
September 1 of the payabl e year for which the taxes are deferred, provided that no interest shall be charged on (1)
deferred property tax amounts on applications filed on or after July 1, 2007, or (2) deferred property taxes beginning
with taxes payable in 2008 on applications filed prior to July 1, 2007. Any deferral made under this chapter shall
not be construed as delinquent property taxes.

The lien created under section 272.31 continues to secure payment by the taxpayer, or by the taxpayer's
successors or assigns, of the amount deferred, including interest, with respect to al years for which amounts are
deferred. Thelien for deferred taxes and interest has the same priority as any other lien under section 272.31, except
that liens, including mortgages, recorded or filed prior to the recording or filing of the notice under section 290B.04,
subdivision 2, have priority over the lien for deferred taxes and interest. A seller'sinterest in a contract for deed, in
which a qualifying homeowner is the purchaser or an assignee of the purchaser, has priority over deferred taxes and
interest on deferred taxes, regardless of whether the contract for deed is recorded or filed. The lien for deferred
taxes and interest for future years has the same priority as the lien for deferred taxes and interest for the firgt year,
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which is always higher in priority than any mortgages or other liens filed, recorded, or created after the notice
recorded or filed under section 290B.04, subdivision 2. The county treasurer or auditor shall maintain records of the
deferred portion and shall list the amount of deferred taxes for the year and the cumulative deferral and interest for
al previous years as a lien against the property. In any certification of unpaid taxes for a tax parcel, the county
auditor shall clearly distinguish between taxes payable in the current year, deferred taxes and interest, and
delinquent taxes. Payment of the deferred portion becomes due and owing at the time specified in section 290B.08.
Upon receipt of the payment, the commissioner shall issue areceipt for it to the person making the payment upon
request and shal notify the auditor of the county in which the parcel is located, within ten days, identifying the
parce to which the payment applies. Upon receipt by the commissioner of revenue of collected funds in the amount
of the deferral, the state'sloan to the program participant is deemed paid in full.

(b) If property for which taxes have been deferred under this chapter forfeits under chapter 281 for nonpayment
of a nondeferred property tax amount, or because of nonpayment of amounts previoudy deferred following a
termination under section 290B.08, the lien for the taxes deferred under this chapter, plus interest and costs, shall be
canceled by the county auditor as provided in section 282.07. However, notwithstanding any other law to the
contrary, any proceeds from a subsequent sale of the property under chapter 282 or another law, must be used to first
reimburse the county's forfeited tax sale fund for any direct costs of selling the property or any costs directly related
to preparing the property for sale, and then to reimburse the state for the amount of the canceled lien. Within 90
days of the receipt of any sale proceed to which the state is entitled under these provisions, the county auditor must
pay those funds to the commissioner of revenue by warrant for deposit in the general fund. No other deposit, use,
disgtribution, or release of gross sale proceeds or receipts may be made by the county until payments sufficient to
fully reimburse the state for the canceled lien amount have been transmitted to the commissioner.

EFFECTIVE DATE. Thissection is effective July 1, 2007.

Sec. 36. Minnesota Statutes 2006, 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:

(1) the difference between the property tax that would be paid on the land using the previous year's statewide
average total township tax rate and the class rate for class 2b timberland under section 273.13, subdivision 23,
paragraph (b), if the land were valued at (i) the average statewide timberland market value per acre calculated under
section 290C.06, and (ii) the average 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 $5 per acre for each acre enralled in the sustainable forest incentive program.

EFFECTIVE DATE. Thissection is effective for payments made in 2008 and thereafter.

Sec. 37. [290D.01] CITATION.

This program shall be named the "seasonal recreational property tax deferral program."

EFFECTIVE DATE. Thissection is effective July 1, 2007.
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Sec. 38. [290D.02] TERMS.

Subdivison 1. Terms. For purposes of sections 290D.01 to 290D.08, the terms defined in this section have the
meanings given them.

Subd. 2. Primary property owner. "Primary property owne" means a person who (1) has been the owner, or
one of the owners, of the eligible property for at least 15 years prior to the year the application isfiled under section
290D.04; and (2) appliesfor the deferral of property taxes under section 290D.04.

Subd. 3. Secondary property owner. "Secondary property owner" means any person, other than the primary
property owner, who has been an owner of the digible property for at least 15 years prior to the year the initial
application isfiled for deferral of property taxes under section 290D.04.

Subd. 4. Eligible property. "Eligible property” means a parcel of property or contiguous parcels of property
under the same ownership classified as noncommercial seasonal residentia recreational 4¢(1) property under section
273.13, subdivision 25.

Subd. 5. Base property tax amount. "Base property tax amount” means the total property taxes levied by al
taxing jurisdictions, including special assessments, on the digible property in the year prior to the year that the
initial application is approved under section 290D.04 and payablein the year of the application.

Subd. 6. Special assessments. "Specia assessments' means any assessment, fee, or other charge that may be
made by law, and that appears on the property tax statement for the property for collection under the laws applicable
to the enforcement of red estate taxes.

Subd. 7. Commissioner. "Commissioner” means the commissioner of revenue.

EFFECTIVE DATE. Thissection is effective for applications filed July 1, 2008, and thereafter.

Sec. 39. [290D.03] QUALIFICATIONS FOR DEFERRAL.

In order for an €ligible property to qualify for treatment under this program:

(1) the ligible property must have been owned solely by the primary property owner, or jointly with others, for
at least 15 years prior to the year theinitial application isfiled;

(2) there must be no state or federal tax liens or judgment liens on the digible property;

(3) there must be no mortgages or _other liens on the dligible property that secure future advances, except for
those subject to credit limits that result in compliance with clause (4); and

(4) the total unpaid balances of debts secured by mortgages and other liens on the digible property, including
unpaid and delinquent special assessments and interest and any delinquent property taxes, pendties, and interest, but
not including property taxes payable during the year, must not exceed 60 percent of the assessor's estimated market
value for the current assessment year.

EFFECTIVE DATE. Thissection is effective for applications filed July 1, 2008, and thereafter.
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Sec. 40. [290D.04] APPLICATION FOR DEFERRAL.

Subdivision 1. Initial application. (a) A primary owner of a property meeting the qualifications under section
290D.03 may apply to the commissioner for deferral of taxes on the dligible property. Applications are due on or
before July 1 for deferral of any taxes payable in the following year. The application, which must be prescribed by
the commissioner, shall indlude the following items and any other information the commissioner deems necessary:

(1) the name, address, and Social Security number of the primary property owner and secondary property
owners, if any;

(2) a copy of the property tax satement for the current taxes payable year for the eigible property;

(3) theinitial year of ownership of the primary property owner and any second property owners of the digible
property;

(4) information on any mortgage loans or other amounts secured by mortgages or other liens against the eligible
property, for which purpose the commissioner may require the applicant to provide a copy of the mortgage note, the
mortgage, or a statement of the balance owing on the mortgage loan provided by the mortgage holder. The
commissioner may require the appropriate documents in connection with obtaining and confirming information on
unpaid amounts secured by other liens; and

(5) the signatures of the primary property owner and all other owners, if any, stating that each owner agrees to
enroll the eigible property in the program to defer property taxes under this chapter.

The application must state that program participation is voluntary. The application must aso state that program
participation includes authorization for the annua deferred amount. The deferred property tax calculated by the
county and the cumulative deferred property tax amount is public data.

(b) As part of the initial application process, if the property is abstract property, the commissioner may require
the applicant to obtain at the applicant's cost areport prepared by alicensed abstracter showing the last deed and any
unsatisfied mortgages, liens, judgments, and state and federal tax lien notices which were recorded on or after the
date of that last deed with respect to the eligible property or to the applicant.

The certificate or report need not include references to any documents filed or recorded more than 40 years prior
to the date of the certification or report. The certification or report must be as of a date not more than 30 days prior
to submission of the application under this section.

The commissioner may also reguire the county recorder or county registrar of the county where the €eligible
property is located to provide copies of recorded documents related to the applicant of the digible property, for
which the recorder or registrar shal not charge a fee. The commissioner may use any information available to
determine or verify digibility under this section.

Subd. 2. Approval; recording. The commissioner shall approve all initial applications that qualify under this
chapter and shdl notify the primary property owner on or before December 1. The commissioner may investigate
the facts or require confirmation in regard to an application. The commissioner shall record or file a notice of
qualification for deferral, including the names of the primary and any secondary property owners and a legal
description of the digible property, in the office of the county recorder, or registrar of titles, whichever isapplicable,
in the county where the eligible property islocated. The notice must state that it serves as a notice of lien and that it
includes deferrds under this section for future years. The primary property owner shall pay the recording or filing
fees for the notice, which, notwithstanding section 357.18, shall be paid by that owner at the time of satisfaction of
thelien.
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Subd. 3. Penalty for failure; investigations. (a) The commissioner shall assess a penalty equal to 20 percent of
the property taxes improperly deferred in the case of a false application. The commissioner shall assess a penalty
equal to 50 percent of the property taxes improperly deferred if the taxpayer knowingly filed a false application.
The commissioner shall assess penalties under this section through the issuance of an order under the provisions of
chapter 270C. Persons affected by a commissioner's order issued under this section may appeal as provided in

chapter 270C.

(b) The commissioner may conduct investigations related to initial applications required under this chapter
within the period ending 3-1/2 years from the due date of the application.

Subd. 4. Annual certification to commissioner. Annualy on or before July 1, the primary property owner
must certify to the commissioner that the person continues to qualify as a primary property owner. If the primary
owner has died or has transferred the property in the preceding year, a certification may be filed by the primary
owner's spouse, or by one of the secondary owners, provided that the person is currently an owner of the property.
In this case, the primary owner's spouse or the secondary owner shall be considered the primary owner from that
point forward. If neither the primary owner, the primary owner's spouse, or a secondary owner is €ligibleto file the
required annual certification for the property, the property's participation in the program shall be terminated, and the
procedures in section 290D.07 apply.

Subd. 5. Annual notice to primary property owner. Annualy, on or before September 1, the commissioner
shall notify each primary property owner, in writing, of the total cumulative deferred taxes and accrued interest on
the qualifying property as of that date.

EFFECTIVE DATE. Thissection is effective for applications filed July 1, 2008, and thereafter.

Sec. 41. [290D.05] DEFERRED PROPERTY TAX AMOUNT.

Subdivision 1. Calculation of deferred property tax amount. Each year after the county auditor has
determined the final property tax rates under section 275.08, the "deferred property tax amount” must be calculated
on each eligible property. The deferred property tax amount is equa to 50 percent of the amount of the difference
between (1) the total amount of property taxes and special assessments levied upon the digible property for the
current year by all taxing jurisdictions and (2) the eligible property's base property tax amount. Any tax attributable
to new improvements made to the eligible property after the initial application has been approved under section
290D.04, subdivision 2, must be excluded in determining the deferred property tax amount. The eligible property's
total current year's tax less the deferred property tax amount for the current year must be listed on the property tax
statement and is the amount due to the county under chapter 276. Reference that the property is enrolled in the
seasonal recreational property tax deferral program under this chapter and a state lien has been recorded must be
clearly printed on the satement.

Subd. 2. Certification to commissioner. The county auditor shall annually, on or before April 15, certify to the
commissioner the property tax deferral amounts determined under this section for each digible property in the
county. The commissioner shall prescribe theinformation that is necessary to identify the digible properties.

Subd. 3. Limitation on total amount of deferred taxes. The total amount of deferred taxes and interest on a
property, when added to (1) the balance owed on any mortgages on the property at the time of initial application; (2)
other amounts secured by liens on the property at the time of the initid application; and (3) any unpaid and
delinquent special assessments and interest and any delinquent property taxes, pendties, and interest, but not
including property taxes payable during the year, must not exceed 60 percent of the assessor's estimated market
value of the property for the current assessment year.

EFFECTIVE DATE. Thissection is effective for applications filed July 1, 2008, and thereafter.
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Sec. 42. [290D.06] LIEN; DEFERRED PORTION.

(a) Payment by the state to the county treasurer of property taxes, penalties, interest, or special assessments and
interest, deferred under this chapter is deemed a loan from the state to the program participant. The commissioner
shall compute the interest as provided in section 270C.40, subdivision 5, but not to exceed two percent over the
maximum interest rate provided in section 290B.07, paragraph (a), and maintain records of the total deferred amount
and interest for each participant. Interest accrues beginning September 1 of the payable year for which the taxes are
deferred. Any deferral made under this chapter must not be construed as delinquent property taxes.

The lien created under section 272.31 continues to secure payment by the taxpayer, or by the taxpayer's
successors or assigns, of the amount deferred, including interest, with respect to all years for which amounts are
deferred. Thelien for deferred taxes and interest has the same priority as any other lien under section 272.31, except
that liens, including mortgages, recorded or filed prior to the recording or filing of the notice under section 290D.04,
subdivision 2, have priority over the lien for deferred taxes and interest. A sdller'sinterest in a contract for deed, in
which a qualifying owner is the purchaser or an assignee of the purchaser, has priority over deferred taxes and
interest on deferred taxes, regardiess of whether the contract for deed is recorded or filed. The lien for deferred
taxes and interest for future years has the same priority as the lien for deferred taxes and interest for the first year,
which is aways higher in priority than any mortgages or other liens filed, recorded, or created after the notice
recorded or filed under section 290D.04, subdivision 2. The county treasurer or auditor shall maintain records of the
deferred portion and shall list the amount of deferred taxes for the year and the cumulative deferral and interest for
all previous years as a lien against the dligible property. In any certification of unpaid taxes for a tax parcel, the
county auditor shall clearly distinguish between taxes payable in the current year, deferred taxes and interest, and
delinquent taxes. Payment of the deferred portion becomes due and owing at the time specified in section 290D.07.
Upon receipt of the payment, the commissioner shall issue areceipt to the person making the payment upon request
and shall natify the auditor of the county in which the parcel is located, within ten days, identifying the parcel to
which the payment applies. Upon receipt by the commissioner of collected funds in the amount of the deferral, the
state's |oan to the program participant is deemed paid in full.

(b) If digible property for which taxes have been deferred under this chapter forfeits under chapter 281 for
nonpayment of a nondeferred property tax amount, or because of nonpayment of amounts previousy deferred
following a termination under section 290D.07, the lien for the taxes deferred under this chapter, plus interest and
costs, shall be canceled by the county auditor as provided in section 282.07. However, notwithstanding any other
law to the contrary, any proceeds from a subsequent sale of the dligible property under chapter 282 or another law,
must be used to first reimburse the county's forfeited tax sale fund for any direct costs of selling the €igible property
or any costs directly related to preparing the eligible property for sale, and then to reimburse the state for the amount
of the cancdled lien. Within 90 days of the receipt of any sale proceeds to which the state is entitled under these
provisions, the county auditor must pay those funds to the commissioner by warrant for deposit in the genera fund.
No other deposit, use, digribution, or release of gross sale proceeds or receipts may be made by the county until
payments sufficient to fully reimburse the state for the cancded lien amount have been transmitted to the
COMmMmiSssioner.

EFFECTIVE DATE. Thissection is effective for applications filed July 1, 2008, and thereafter.

Sec. 43. [290D.07] TERMINATION OF DEFERRAL ; PAYMENT OF DEFERRED TAXES.

Subdivison 1. Termination. (a) The deferral of taxes granted under this chapter terminates when one of the
following occurs:

(1) the eligible property is sold or transferred to someone other than the primary owner's spouse or a secondary
owner;
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(2) the death of the primary owner, or in the case of a married couple, after the death of both spouses, provided
that thereis not a secondary owner eligible to become the primary owner;

(3) the primary property owner notifies the commissioner, in writing, that all owners, induding any secondary
property owners, desire to discontinue the deferral; or

(4) the diqgible property no longer qualifies under section 290D.03.

(b) An €igible property is not terminated from the program because no deferred property tax amount is
determined for any given vear after the €ligible property's initial enrollment into the program.

(c) An digible property is not terminated from the program if the digible property subsequently becomes the
homestead of one or more of the property owners and the property and the owners qualify for, and are immediately
enralled in, the senior deferra program under chapter 290B.

Subd. 2. Payment upon termination. Upon the termination of the deferral under subdivision 1, the amount of
deferred taxes, pendlties, interest, and special assessments and interest, plus the recording or filing fees under this
subdivision and section 290D.04, subdivision 2, becomes due and payable to the commissioner within 90 days of
termination of the deferral for terminations under subdivision 1, paragraph (a), clauses (1) and (2), and within one
year of termination of the deferral for terminations under subdivision 1, paragraph (a), clauses (3) and (4). No
additional interest is due on the deferral if timely paid. On receipt of payment, the commissioner shall, within ten
days, notify the auditor of the county in which the parcd is located, identifying the parcel to which the payment
applies and shall remit the recording or filing fees under this subdivision and section 290D.04, subdivision 2, to the
auditor. A notice of termination of deferral, containing the legal description and the recording or filing data for the
notice of qualification for deferral under section 290D.04, subdivision 2, shall be prepared and recorded or filed by
the county auditor in the same office in which the notice of qualification for deferral under section 290D.04,
subdivision 2, was recorded or filed, and the county auditor shal mail a copy of the notice of termination to the
property owner. The property owner shall pay the recording or filing fees. Upon recording or filing of the notice of
termination of deferral, the notice of qualification for deferral under section 290D.04, subdivision 2, and the lien
created by it are discharged. |f the deferrd is not timely paid, the penalty, interest, lien, forfeiture, and other rules
for the collection of ad valorem property taxes apply.

EFFECTIVE DATE. Thissection is effective for applications filed July 1, 2008, and thereafter.

Sec. 44. [290D.08] STATE REIMBURSEMENT.

Subdivision 1. Determination; payment. The county auditor shall determine the total current year's deferred
amount of property tax under this chapter in the county, and submit those amounts as part of the abstracts of tax lists
submitted by the county auditors under section 275.29. The commissioner may make changes in the abstracts of tax
lists as deemed necessary. The commissioner, after such review, shall pay the deferred amount of property tax to
each county treasurer on or before August 31.

The county treasurer shall distribute as part of the October settlement the funds received as if they had been
collected as part of the property tax.

Subd. 2. Appropriation. An amount sufficient to pay the total amount of property tax determined under
subdivision 1, plus any amounts paid under section 290D.04, subdivision 4, is annually appropriated from the
general fund to the commissioner.

EFFECTIVE DATE. Thissection is effective for applications filed July 1, 2008, and thereafter.
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Sec. 45. Minnesota Statutes 2006, section 298.75, is amended by adding a subdivision to read:

Subd. 11. Tax may beimposed; Otter Tail County. (a) If Otter Tail County does not impose a tax under this
section and approves imposition of the tax under this subdivision, the town of Scambler in Otter Tail County may
impose the aggregate materials tax under this section.

(b) For purposes of exercising the powers contained in this section, the "town" is deemed to be the "county."

(c) All provisions in this section apply to the town of Scambler, except that in lieu of the tax proceeds under
subdivision 7, al proceeds of the tax must be retained by the town.

(d) If Otter Tail County imposes an aggregate materias tax under this section, the tax imposed by the town of
Scambler under this subdivision isrepealed on the effective date of the Otter Tail County tax.

EFFECTIVE DATE. This section is effective the day after the governing body of the town of Scambler and its
chief clerica officer comply with section 645.021, subdivisions 2 and 3.

Sec. 46. Minnesota Statutes 2006, section 435.193, is amended to read:

435.193 HARDSHIP ASSESSMENT DEFERRAL FOR SENIORS OR, DISABLED, OR MILITARY
PERSONS.

(@) Notwithstanding the provisions of any law to the contrary, any county, statutory or home rule charter city, or
town, making a special assessment may, at its discretion, defer the payment of that assessment for any homestead

property:

(1) owned by a person 65 years of age or older or retired by virtue of a permanent and total disability for whom it
would be a hardship to make the payments; or

(2) owned by a person who is a member of the Minnesota National Guard or other military reserves who is
ordered into active military service, as defined in section 190.05, subdivision 5b or 5c, as stated in the person's
military orders, for whom it would be a hardship to make the payments.

(b) Any county, statutory or home rule charter city, or town electing to defer special assessments shall adopt an
ordinance or resolution establishing standards and guidelines for determining the existence of a hardship and for
determining the existence of a disability, but nothing herein shall be construed to prohibit the determination of
hardship on the basis of exceptional and unusual circumstances not covered by the standards and guidelines where
the determination is made in anondiscriminatory manner and does not give the applicant an unreasonabl e preference
or advantage over other applicants.

EFFECTIVE DATE. This section is effective the day following final enactment, and applies to any special
assessment for which payment is due on or after that date.

Sec. 47. Minnesota Statutes 2006, section 469.1813, subdivision 1a, is amended to read:

Subd. 1a. Useof term. (a) Asused in this section and sections 469.1814 and 469.1815, "abatement” includes a
deferra of taxes with abatement of interest and penalties unless the context indicates otherwise. The abatement may
include delinquent taxes, interest, and penalties.

(b) Computation of duration limits under this section must include each taxes payable year for which delinquent
taxes are abated.

EFFECTIVE DATE. Thissection is effective for abatements granted after December 31, 2006.
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Sec. 48. Minnesota Statutes 2006, section 473F.01, subdivision 2, is amended to read:

Subd. 2. Use of proceeds. Exeept-as-provided-in-section-473F08—subdivision-3a; The proceeds from the

areawide tax imposed under this chapter must be used by a local governmental unit in the same manner and for the
same purposes as the proceeds from other ad valorem taxes levied by the local governmentd unit.

EFFECTIVE DATE. Thissection is effective for taxes payable in 2008 and thereafter.

Sec. 49. Minnesota Statutes 2006, section 473F.08, subdivision 5, is amended to read:

Subd. 5. Areawide tax rate. On or before August 25 of each year, the county auditor shall certify to the
adminigrative auditor that portion of the levy of each governmental unit determined under subdivisions 3, clause
(), 3a; and 3b. The administrative auditor shall then determine the areawide tax rate sufficient to yield an amount
equal to the sum of such levies from the areawide net tax capacity. On or before September 1 of each year, the
adminigrative auditor shall certify the areawide tax rateto each of the county auditors.

EFFECTIVE DATE. Thissection is effective for taxes payable in 2008 and thereafter.

Sec. 50. Minnesota Statutes 2006, section 473F.08, subdivision 7a, is amended to read:

Subd. 7a. Certification of values;, payment. The administrative auditor shall determine for each county the
difference between the totd levy on digribution value pursuant to subdivisions 3, clause (a), 3a; and 3b, within the
county and the total tax on contribution value pursuant to subdivision 6, within the county. On or before May 16 of
each year, the administrative auditor shall certify the differences so determined to each county auditor. In addition,
the administrative auditor shall certify to those county auditors for whose county the total tax on contribution value
exceeds the total levy on distribution value the settlement the county is to make to the other counties of the excess of
the total tax on contribution value over the total levy on distribution value in the county. On or before June 15 and
November 15 of each year, each county treasurer in a county having atotal tax on contribution value in excess of the
total levy on distribution value shall pay one-half of the excess to the other counties in accordance with the
adminigrative auditors certification.

EFFECTIVE DATE. Thissection is effective for taxes payable in 2008 and thereafter.

Sec. 51. Laws 1973, chapter 393, section 1, as amended by Laws 1974, chapter 153, section 1, is amended to
read:

Section 1. MINNEAPOLIS, CITY OF; STREET MAINTENANCE AND LIGHTING.

Notwithgtanding the provisions of any statute or the charter of the city of Minneapolis to the contrary, the city
council of said city may provide that al or part of the costs of construction, operation, and maintenance of streets
and street lighting within the city may hereafter be paid from the genera revenues of the city of Minneapolis;
provided that the portion of the costs assessable againg nongovernmental real property exempt from ad valorem
taxation may be levied as a specia assessment againg the property.

Sec. 52. Laws 2006, chapter 236, article 1, section 21, isamended to read:
Sec. 47. EXCHANGE OF TAX-FORFEITED LAND; PRIVATE SALE; ITASCA COUNTY.
(@) For the purpose of a land exchange for use in connection with a proposed stedl mill in Itasca County

referenced in Laws 1999, chapter 240, article 1, section 8, subdivision 3, title examination and approval of the land
described in paragraph (b) shall be undertaken as a condition of exchange of the land for class B land, and shall be
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governed by Minnesota Statutes, section 94.344, subdivisions 9 and 10, and the provisions of this section.
Notwithstanding the evidence of title requirements in Minnesota Statutes, section 94.344, subdivisions 9 and 10, the
county attorney shall examine one or more title reports or title insurance commitments prepared or underwritten by a
title insurer licensed to conduct title insurance business in this state, regardless of whether abstracts were created or
updated in the preparation of the title reports or commitments. The opinion of the county attorney, and approval by
the attorney general, shall be based on those title reports or commitments.

(b) Theland subject to this section islocated in Itasca County and is described as:

(1) Sections 3, 4, 7, 10, 14, 15, 16, 17, 18, 20, 21, 22, 23, 26, 28, and 29, Township 56 North, Range 22 West;
(2) Sections 3, 4, 9, 10, 13, and 14, Township 56 North, Range 23 West;

(3) Section 30, Township 57 North, Range 22 West; and

(4) Sections 25, 26, 34, 35, and 36, Township 57 North, Range 23 West.

(c) Riparian land given in exchange by Itasca County for the purpose of the stedl mill referenced in paragraph
(a), isexempt from the restrictions imposed by Minnesota Statutes, section 94.342, subdivision 3.

(d) Notwithstanding Minnesota Statutes, sections 92.45 and 282.018, subdivision 1, and the public sale
provisons of Minnesota Statutes, chapter 282, Itasca County may sdl, by private sale, any land received in
exchange for the purpose of the sted mill referenced in paragraph (@), under the remaining provisions of Minnesota
Statutes, chapter 282. The sale must be in a form approved by the attorney general.

(e) Notwithstanding Minnesota Statutes, section 284.28, subdivision 8, or any other law to the contrary, land
acquired through an exchange under this section is exempt from payment of three percent of the sales price required
to be callected by the county auditor at the time of sale for deposit in the state treasury.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 53. FISCAL DISPARITIESSTUDY.

The commissioner of revenue shall conduct a study of the metropolitan revenue distribution program contained
in Minnesota Statutes, chapter 473F, commonly known as the fiscal disparities program. On or before February 1,
2008, the commissioner shall make a report to the chairs of the house of representatives and senate tax committees
consisting of the findings of the study and any recommendations resulting from the study.

The study must consider to what extent the program is meeting the following goals, and what changes could be
made to the program in the furtherance of meseting those goals:

(1) reducing the extent to which the property tax encourages development patterns that do not make cost-
effective use of public infrastructure or impose other high public costs;

(2) ensuring that the benefits of economic growth of the region are shared throughout the region, especialy for
growth that results from state and/or regional decisions;

(3) improving the ability of each jurisdiction within the region to deliver services at alevel commensurate with
its tax effort;
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(4) compensating jurisdictions containing properties that provide regional benefits for the costs those properties
impose on their host jurisdictionsin excess of their tax payments;

(5) promoting afair distribution of property tax burdens across jurisdictions of theregion; and

(6) reducing the economic losses that result from competition among communities for commercia-industrial tax
base.

EFFECTIVE DATE. Thissection is effective July 1, 2007.

Sec. 54. IMPROVING PUBLIC AWARENESS AND PARTICIPATION IN PROPERTY TAX RELIEF
PROGRAMS.

The commissioner of revenue, in consultation with county officials, shall undertake to improve the public's
awareness of and participation in property tax refund programs, including the regular program for homeowners and
renters and the additional property tax refund program, the senior citizen's property tax deferral program, and the
seasonal recreationa property tax deferral program.

The commissioner shall consider options for improving public awareness, including, but not limited to:

(i) direct mailings to homeowners;

(ii) an insert in the property tax statement;

(iii) more prominent and direct references to the programs on the property tax statement;

(iv) natification on the property tax statement envel opes or folders;

(v) public service announcements, including print, broadcast, and Internet; and

(vi) information and handouts at the truth in taxation hearings.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 55. TRUTH IN TAXATION PROGRAM; COSTSAND PARTICIPATION STUDY.

The commissioner of revenue shall prepare a study of the costs of the truth in taxation program under Minnesota
Statutes, section 275.065, and the level of taxpayer participation in the hearings required under Minnesota Statutes,
section 275.065, subdivision 6. In determining the costs, the commissioner shall ascertain the costs of the
preparation and mailing of the notice under Minnesota Statutes, section 275.065, subdivision 3, the advertisement
under Minnesota Statutes, section 275.065, subdivision 53, and any costs associated with the hearings required under
Minnesota Statutes, section 275.065, subdivision 6. The report must also make recommendations for ways to
increase taxpayer participation in the local government budget process, including but not limited to the truth-in-
taxation process. The report must be delivered by January 15, 2008, to the legidature as provided for in Minnesota
Statutes, section 3.195. The report must also be provided to the chairs of the senate and house of representatives
committees and divisions with jurisdiction over property taxes.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 56. CLAIR A. NELSON MEMORIAL FOREST, LAKE COUNTY; TEMPORARY SUSPENSION
OF APPORTIONMENT OF PROCEEDS FROM TAX-FORFEITED LANDS.

(a) Upon approval of an affected palitical subdivision within Lake County, the Lake County Board may suspend
the apportionment of the balance of net proceeds from tax-forfeited |lands within the affected political subdivision
under Minnesota Statutes, section 282.08, clause (4), item (iii), and retain the net proceeds. The authority under this
paragraph is available until Lake County suspends the apportionment of net proceeds subject to item (iii) in the
amount of $2,200,000 plus any interest costs incurred by the county to purchase land described in this section. The
money received by Lake County is to reimburse the county for the purchase in 2006 of 6,085 acres of forest land
named the Clair A. Nelson Memoria Forest.

(b) Any revenue derived from acquired land that was reimbursed under paragraph (a) is subject to apportionment
as provided in Minnesota Statutes, section 282.08.

EFFECTIVE DATE. Thissection is effective retroactively from January 1, 2006.

Sec. 57. LAKEVIEW CEMETERY ASSOCIATION.

Subdivision 1. Authorized. Any two or more of the following cities and towns in Itasca County may enter into
ajoint powers agreement under Minnesota Statutes, section 471.59, to establish the L akeview Cemetery Association
with the powers and duties of a cemetery association under Minnesota Statutes, chapter 306: the cities of Bovey,
Calumet, Coleraine, Marble, and Taconite, and the towns of Greenway, Iron Range, Lawrence, and Trout Lake.

Subd. 2. Additions; withdrawals. (a) A city or town listed in subdivision 1 that does not join the association at
the time of the initia agreement may join as provided in the joint powers agreement, or if the joint powers
agreement does not provide for |ater additions, by providing the association a copy of the adopted resolution to join.
If the joint powers agreement does not provide for adding members, a city or town that joins after the initial
agreement is effective, may join prior to July 1 of the levy year, for taxes payable in the following year.

(b) A city or town may withdraw from the association as otherwise provided in the joint powers agreement, or
providing to the association a copy of the adopted resolution of the city or town, prior to July 1 of the levy year for
taxes payable in the following year.

Subd. 3. Operation; tax levy. The joint powers agreement for the association may provide for each
participating city and town to levy atax againg all taxable properties |ocated within the city or town. The maximum
amount that may be levied by all participating cities and towns combined shall not exceed a total of $200,000 per
year. |If levied, the tax is in addition to all other taxes permitted to be levied on the property, including taxes
permitted to be levied for cemetery purposes by a participating city or town. The levy under this section must be
disregarded in the calculation of all other rate or per capita levy limitations imposed by law. One of the cities or
towns within the association, chosen by the members of the association, shall certify atax levy to the Itasca County
auditor. When collected, the Itasca County auditor shall pay the Lakeview Cemetery Association directly.

EFFECTIVE DATE. Thissection is effective for taxes levied in 2007, payable in 2008, and thereafter.

Sec. 58. TAX-FORFEITED LANDSLEASE; ITASCA COUNTY.

Notwithstanding Minnesota Statutes, section 282.04, or other law to the contrary, the ltasca County auditor may
lease tax-forfeited land to Minnesota Steel for a period of 20 years, for use as a tailings basin and buffer area. A
lease entered under this section isrenewable.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 59. REPEALER.

(a) Minnesota Statutes 2006, section 473F.08, subdivision 3a, isrepea ed.

(b) Laws 1973, chapter 393, section 2, isrepealed.

(c) Laws 1994, chapter 587, article 9, section 8, subdivision 1, as amended by Laws 2005, First Special Session
chapter 3, article 1, section 36, is repealed, effective for the same levy year in which the association initialy levies
under section 57.

EFFECTIVE DATE. Paragraph (a) is effective for taxes payable in 2008 and thereafter.

ARTICLE 4
CORPORATE FRANCHISE TAX
Section 1. Minnesota Statutes 2006, section 289A.08, subdivision 3, is amended to read:

Subd. 3. Corporations. A corporation that is subject to the states jurlsdlctlon to tax under sectlon 290.014,
subdivision 5, must file a retur '

sabdwrsre%b—r&net—requrred—te#te&rewm. The commissioner shall adopt rules for the filing of one return on
behalf of the members of an affiliated group of corporations that are required to file a combined report.  All
members of an affiliated group that are required to file a combined report must file one return on behalf of the
members of the group under rules adopted by the commissioner. If a corporation claims on areturn that it has paid
tax in excess of the amount of taxes lawfully due, that corporation must include on that return information necessary
for payment of the tax in excess of the amount lawfully due by e ectronic means.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 2. Minnesota Statutes 2006, section 290.01, subdivision 5, is amended to read:

Subd. 5. Domestic cor poration. Theterm "domestic" when applied to a corporation means a corporation:

(1) created or organized in the United States, or under the laws of the United States or of any state, the Didrict of
Columbig, or any political subdivision of any of the foregoing but not including the Commonwealth of Puerto Rico,
or any possession of the United States;

(2) which qualifiesasa DISC, as defined in section 992(a) of the Internal Revenue Code; er

(3) which qualifies asa FSC, as defined in section 922 of the Internal Revenue Code:;

(4) which istreated as a domestic corporation for purposes of section 1504(d) of the Internal Revenue Code;

(5) if the average of its property, payroll, and sales factors, as defined under section 290.191, within the 50 states
of the United States and the Didrict of Columbiais 20 percent or more; or

(6) which is a controlled foreign corporation as defined in section 957 of the Interna Revenue Code and which
has subpart F income, as defined in section 952 of the Internal Revenue Code, for the taxable year.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.
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Sec. 3. Minnesota Statutes 2006, section 290.01, subdivision 19c, is amended to read:

Subd. 19c. Corporations, additions to federal taxable income. For corporations, there shal be added to
federal taxable income:

(1) the amount of any deduction taken for federal income tax purposes for income, excise, or franchise taxes
based on net income or related minimum taxes, including but not limited to the tax imposed under section 290.0922,
paid by the corporation to Minnesota, ancther state, a political subdivision of another state, the District of Columbia,
or any foreign country or possession of the United States;

(2) interest not subject to federal tax upon obligations of: the United States, its possessions, its agencies, or its
instrumentalities; the state of Minnesota or any other state, any of its palitical or governmental subdivisions, any of
its municipalities, or any of its governmenta agencies or ingrumentalities; the District of Columbia; or Indian tribal
governments,

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

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

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

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

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

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

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

1) the amount of any i " ; ; ; . )
29017 -subdivisien-4—paragraph-{g); pavments to aforel an corporatlon that is part of the unitary bus ness and that is

not subject to an eection for the taxable year under section 290.17, subdivision 4a, deducted in computing federal
taxable income, if the payments are foreign persona holding company income as that term is defined in section
954(c) of the Interna Revenue Code;

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

43} (12) the amount of net income excluded under section 114 of the Internal Revenue Code;
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{45) (13) 80 percent of the depreciation deduction allowed under section 168(k)(1)(A) and (k)(4)(A) of the
Internal Revenue Code. For purposes of this clause, if the taxpayer has an activity that in the taxable year generates
a deduction for depreciation under section 168(k)(1)(A) and (k)(4)(A) and the activity generates a loss for the
taxable year that the taxpayer is not allowed to claim for the taxable year, "the depreciation allowed under section
168(k)(1)(A) and (k)(4)(A)" for the taxable year is limited to excess of the depreciation claimed by the activity
under section 168(k)(1)(A) and (K)(4)(A) over the amount of the loss from the activity that is not dlowed in the
taxable year. In succeeding taxable years when the losses not allowed in the taxable year are adlowed, the
depreciation under section 168(k)(1)(A) and (k)(4)(A) is alowed;

{46} (14) 80 percent of the amount by which the deduction alowed by section 179 of the Internal Revenue Code
exceeds the deduction allowable by section 179 of the Internal Revenue Code of 1986, as amended through
December 31, 2003;

A _(15) to the extent deducted in computing federal taxable income, the amount of the deduction alowable
under section 199 of the Internal Revenue Code; and

{48) (16) the exclusion allowed under section 139A of the Internal Revenue Code for federal subsidies for
prescription drug plans.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 4. Minnesota Statutes 2006, section 290.01, subdivision 19d, is amended to read:

Subd. 19d. Corporations, modifications decreasing federal taxable income. For corporations, there shall be
subtracted from federal taxable income after the increases provided in subdivision 19c:

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

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

(3) any dividend (not including any distribution in liquidation) paid within the taxable year by a nationa 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, asfollows:

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

(i) to the extent the disallowed costs are not represented by physical property, an amount egual 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:
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(i) for capital losses incurred in taxable years beginning after December 31, 1986, capital 10ss carrybacks shall
not be alowed;

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

(iii) for capital losses incurred in taxable years beginning before January 1, 1987, a capital 10ss carryback to each
of the three taxable years preceding the loss year, subject to the provisions of Minnesota Statutes 1986, section
290.16, shall be allowed; and

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

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

(7) in the case of mines, dil and gas wells, other natural deposits, and timber for which percentage depl etion was
disallowed pursuant to subdivision 19c, clause (11} (9), a reasonable allowance for depletion based on actual cost.
In the case of leases the deduction must be apportioned between the lessor and lessee in accordance with rules
prescribed by the commissioner. In the case of property held in trust, the allowable deduction must be apportioned
between the income beneficiaries and the trustee in accordance with the pertinent provisions of the trust, or if there
isno provision in the ingrument, on the basis of the trust's income all ocable to each;

{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, ancother state, a politica
subdivision of another state, the Digtrict of Columbia, or aforeign country or possession of the United States to the
extent that the taxes were added to federal taxable income under section 290.01, subdivision 19c¢, clause (1), in a
prior taxable year;

1) (9) income or gains from the business of mining as defined in section 290.05, subdivision 1, clause (a), that
arenot subject to Minnesota franchise tax;

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

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

44y (12) the amount of salary expenses not allowed for federa income tax purposes due to claiming the Indian
employment credit under section 45A () of the Internal Revenue Code;
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{46} (13) 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;

A (14) for a corporation whose foreign sales corporation, as defined in section 922 of the Internal Revenue
Code, congtituted a foreign operating corporation during any taxable year ending before January 1, 1995, and a
return was filed by August 15, 1996, claiming the deduction under section 290.21, subdivision 4, for income
received from the foreign operating corporation, an amount equal to 1.23 multiplied by the amount of income
excluded under section 114 of the Internd Revenue Code, provided the income is not income of a foreign operating
company;

{29} (15) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19c, clause {45) (13), an amount equal to onefifth 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
{45} (13). Theresulting delayed depreciation cannot be less than zero; and

{20} (16) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19c, clause (26} (14), an amount equal to one-fifth of the amount of the addition.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006, except the
amendment to clause (2) is effective the day following final enactment.

Sec. 5. Minnesota Statutes 2006, section 290.0921, subdivision 3, is amended to read:

Subd. 3. Alternative minimum taxable income. "Alternative minimum taxable income" is Minnesota net
income as defined in section 290.01, subdivision 19, and includes the adjustments and tax preference items in
sections 56, 57, 58, and 59(d), (), (f), and (h) of the Internal Revenue Code. If a corporation files a separate
company Minnesota tax return, the minimum tax must be computed on a separate company basis. |f a corporation is
part of atax group filing a unitary return, the minimum tax must be computed on a unitary basis. The following
adjustments must be made.

(1) For purposes of the depreciation adjustments under section 56(a)(1) and 56(g)(4)(A) of the Internal Revenue
Code, the basis for depreciable property placed in service in ataxable year beginning before January 1, 1990, is the
adjusted basis for federal income tax purposes, including any modification made in a taxable year under section
290.01, subdivision 19e, or Minnesota Statutes 1986, section 290.09, subdivision 7, paragraph (c).

For taxable years beginning after December 31, 2000, the amount of any remaining modification made under
section 290.01, subdivision 19e, or Minnesota Statutes 1986, section 290.09, subdivision 7, paragraph (c), not
previously deducted is a depreciation allowance in the first taxable year after December 31, 2000.

(2) The portion of the depreciation deduction allowed for federal income tax purposes under section 168(k) of
the Internal Revenue Code that is required as an addition under section 290.01, subdivision 19c, clause {46} (13), is
disallowed in determining alternative minimum taxable income.

(3) The subtraction for depreciation allowed under section 290.01, subdivision 19d, clause (19} (15), is allowed
as adepreciation deduction in determining alternative minimum taxable income.
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(4) The alternative tax net operating loss deduction under sections 56(a)(4) and 56(d) of the Internal Revenue
Code does not apply.

(5) The specid rule for certain dividends under section 56(g)(4)(C)(ii) of the Internal Revenue Code does not
apply.

(6) The special rulefor dividends from section 936 companies under section 56(g)(4)(C)(iii) does not apply.
(7) The tax preference for depletion under section 57(a)(1) of the Internal Revenue Code does not apply.

(8) The tax preference for intangible drilling costs under section 57(a)(2) of the Internal Revenue Code must be
calculated without regard to subparagraph (E) and the subtraction under section 290.01, subdivision 19d, clause (4).

(9) The tax preference for tax exempt interest under section 57(a)(5) of the Internal Revenue Code does not
apply.

(10) The tax preference for charitable contributions of appreciated property under section 57(a)(6) of the Internal
Revenue Code does not apply.

(11) For purposes of calculating the tax preference for accelerated depreciation or amortization on certain
property placed in service before January 1, 1987, under section 57(a)(7) of the Internal Revenue Code, the
deduction allowable for the taxable year isthe deduction allowed under section 290.01, subdivision 19e.

For taxable years beginning after December 31, 2000, the amount of any remaining modification made under
section 290.01, subdivision 19e, not previousy deducted is a depreciation or amortization allowance in the first
taxable year after December 31, 2004.

(12) For purposes of calculating the adjustment for adjusted current earnings in section 56(g) of the Internal
Revenue Code, the term "alternative minimum taxable income" asit is used in section 56(g) of the Internal Revenue
Code, means aternative minimum taxable income as defined in this subdivision, determined without regard to the
adjustment for adjusted current earningsin section 56(g) of the Interna Revenue Code.

(13) For purposes of determining the amount of adjusted current earnings under section 56(g)(3) of the Internal
Revenue Code, no adjustment shall be made under section 56(g)(4) of the Internal Revenue Code with respect to (i)
the amount of foreign dividend gross-up subtracted as provided in section 290.01, subdivision 19d, clause (1), or (ii)
the amount of refunds of income, excise, or franchise taxes subtracted as prowded in sectlon 290 01, SUdeVISIOﬂ
194, cI ause - A

(14) Alternative minimum taxable income excludes the income from operating in a job opportunity building
zone as provided under section 469.317.

(15) Alternative minimum taxable income excludes the income from operating in a biotechnology and health
sciences industry zone as provided under section 469.337.

(16) Alternative minimum taxable income excludes the income from operating in an international economic
development zone as provided under section 469.326.

Items of tax preference must not be reduced below zero as aresult of the modificationsin this subdivision.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.
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Sec. 6. Minnesota Statutes 2006, section 290.17, subdivision 4, is amended to read:

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

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

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

(d) Where a business operation conducted in Minnesota is owned by a business entity that carries on business
activity outside the state different in kind from that conducted within this state, and the other business is conducted
entirely outside the state, it is presumed that the two business operations are unitary in nature, interrelated,
connected, and interdependent unlessit can be shown to the contrary.

(e) Unity of ownership isnot deemed to exist when a corporation isinvolved unless that corporation is a member
of a group of two or more business entities and more than 50 percent of the voting stock of each member of the
group is directly or indirectly owned by a common owner or by common owners, either corporate or noncorporate,
or by one or more of the member corporations of the group. For this purpose, the term "voting stock" shall include
membership interests of mutual insurance holding companies formed under section 66A.40.

(f) The net income and apportionment factors under section 290.191 or 290.20 of foreign corporations and other
foreign entities which are part of a unitary business shall not be included in the net income or the apportionment
factors of the unitary business. A foreign corporanon or other foreign entlty which isrequired to flle areturn under
thlschapter shail flleon a%parate return basis. nd-g) !
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{r)_(q) For purposes of determining the net income of a unitary business and the factors to be used in the
apportionment of net income pursuant to section 290.191 or 290.20, there must be included only the income and
apportionment factors of domestic corporations or other domestic entities etherthan-forelgn-operating-corporations
that are determined to be part of the unitary business pursuant to this subdivision, notwithstanding that foreign
corporations or other foreign entities might be included in the unitary business, except as provided in subdivision 4a.

For a controlled foreign corporation, as defined in section 957 of the Interna Revenue Code, that is a domestic
corporation for the taxable year under section 290.01, subdivision 5, its income and apportionment factors for the
taxable year must be multiplied by a fraction not to exceed one, the numerator of which is the subpart F income of
the corporation, as defined in section 952 of the Internal Revenue Code, for the taxable year and the denominator of
which is the earnings and profits of the corporation, as defined in section 964 of the Interna Revenue Code, for the

taxable year.

{H_(h) Each corporation or other entity, except a sole proprietorship, that is part of a unitary business must file
combined reports as the commissioner determines. On the reports, all intercompany transactions between entities
included pursuant to paragraph (R} _(g) must be eiminated and the entire net income of the unitary business
determined in accordance with this subdivision is apportioned among the entities by using each entity's Minnesota
factors for apportionment purposes in the numerators of the apportionment formula and the totd factors for
apportionment purposes of all entities included pursuant to paragraph (r) (@) in the denominators of the
apportionment formula.

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

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

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

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 7. Minnesota Statutes 2006, section 290.17, is amended by adding a subdivision to read:

Subd. 4a. Election to include foreign corporations. (a) Notwithstanding the provisions of subdivision 4,
paragraph (f), a unitary business may elect to include al foreign corporations and other foreign entities that are part
of the unitary business in the net income and the apportionment factors of the unitary business under the terms
provided in this subdivision. An €election under this subdivision requires all of the income and factors of a
controlled foreign corporation, treated as a domestic corporation under section 290.01, subdivision 5, clause (6), to
be included in the combined report. Each member of the unitary business must make the eection under this
subdivision for the e ection to be effective.
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(b) An €election or arevocation made under this subdivision must be made in the form and manner provided by
the commissioner and include any information, consents, or other agreements that the commissioner prescribes. The
dection must be made by the due date of the return for the taxable year and applies for that taxable year and the
succeeding four taxable years or until it is revoked as provided in this paragraph, whichever occurs later.
Revocation of an dection under this subdivision is effective beginning with the first taxable year that begins two
years after the date the revocation is filed with the commissioner. If a taxpayer revokes an eection, a subsequent
election under this subdivision may not take effect until the third taxable year after the revocation became effective.

(c) For each taxable year in which an eection is effective under this subdivision, the net income and
apportionment factors of the unitary business must include the net income and apportionment factors of all foreign
corporations and other foreign entitiesthat are part of the unitary business.

(d) The commissioner may waive any of the time requirements under paragraph (b) to the extent necessary to
reflect the amount of income fairly attributabl e to this state.

(e) Notwithstanding the requirements of paragraph (b), an eection under this subdivision is revoked for the
current taxable year if one of the following occurs:

(1) 50 percent or more of the voting stock of the eecting corporation is acquired by a nonaffiliated corporation,
which has not made an e ection under this subdivision; or

(2) if the corporation is completdy liquidated during the taxable year, its election does not carry over to the
corporation receiving its assets; or

(3) the corporation acquires 50 percent or more of the stock of a nonaffiliated corporation (or corporations),
which has not made an € ection under this subdivision and which has Minnesota taxable net income for the previous
taxable year that equals or exceeds 20 percent of the Minnesota taxable net income of the unitary business, and each
member of the unitary business eects, in a form prescribed by the commissioner, to revoke its election under this
subdivision.

() If a corporation with an election in effect for the taxable year acquires 50 percent or more of the stock of a
nonaffiliated corporation, which has not made an e ection under this subdivision, and the unitary business does not
revoke the eection under paragraph (€), clause (3), or does not qualify to revoke the election under paragraph (e),
clause (3), the acquired corporation is deemed to have made an dection under this subdivision for the term of the
dection of the unitary business.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 8. Minnesota Statutes 2006, section 290.191, subdivision 2, is amended to read:

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

. which the sales made within this state in
connection Wlth the trade or busa ness during the tax perlod are of the totd sades wherever made in connection with
the trade or business during the tax period;.
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Sales
facter
percent
2007 78
81
84
87
90
93
96
100

2014-and-ater
calendaryears

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31, 2007, provided
that for purposes of taxable years beginning during calendar year 2007 for Minnesota Statutes, section 290.191,
subdivisions 2 and 3, the sales factor percent is 82 and property and payroll factor percents are each nine.

Sec. 9. Minnesota Statutes 2006, section 290.191, subdivision 3, is amended to read:

Subd. 3. Apportionment formula for financial ingtitutions. Except for an investment company required to
apportion its income under section 290.36, a financia institution that is required to apportion its net income must

apportion its net income to this state on the basis of the percentage ebtained-by-takingthesum-of:

‘ . , ' ! e which the receipts from
within this state in connection with the trade or business during the tax period are of the total receiptsin connection
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EFFECTIVE DATE. This section is effective for taxable years beginning after December 31, 2007, provided

that for purposes of taxable years beginning during calendar year 2007 for Minnesota Statutes, section 290.191,
subdivisions 2 and 3, the sales factor percent is 82 and property and payroll factor percents are each nine.

Sec. 10. Minnesota Statutes 2006, section 290.191, subdivision 5, is amended to read:

Subd. 5. Determination of salesfactor. For purposes of this section, the following rules apply in determining
the sales factor.

(a) The sales factor includes all sales, gross earnings, or receipts received in the ordinary course of the business,
except that the following types of income are not included in the sales factor:

(1) interest;
(2) dividends;
(3) sdes of capital assets as defined in section 1221 of the Internal Revenue Code;

(4) sales of property used in the trade or business, except sales of leased property of a type which is regularly
sold aswell asleased; or

(5) sdes of debt instruments as defined in section 1275(a)(1) of the Internal Revenue Code or sales of stock:-and

(b) Sales of tangible personal property are made within this state if the property is received by a purchaser a a
point within this state, and the taxpayer istaxable in this state, regardliess of the f.0.b. point, other conditions of the
sale, or the ultimate destination of the property.

(c) Tangible personal property deivered to a common or contract carrier or foreign vessel for ddivery to a
purchaser in another state or nation is a saein that state or nation, regardiess of f.o.b. point or other conditions of
thesale

(d) Notwithganding paragraphs (b) and (c), when intoxicating liquor, wine, fermented malt beverages,
cigarettes, or tobacco products are sold to a purchaser who islicensed by a state or political subdivision to resell this
property only within the state of ultimate destination, the sdleis made in that state.

(e) Sales made by or through a corporation that is quaified as a domestic international sales corporation under
section 992 of the Internal Revenue Code are not considered to have been made within this state.

(f) Sales, rents, royalties, and other income in connection with real property is attributed to the state in which the
property is located.
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(9) Receipts from the lease or rental of tangible personal property, including finance leases and true leases, must
be attributed to this state if the property islocated in this state and to other statesif the property isnot located in this
state. Receipts from the lease or rental of moving property including, but not limited to, motor vehicles, rolling
stock, aircraft, vessals, or mobile equipment are included in the numerator of the receipts factor to the extent that the
property isused in this state. The extent of the use of moving property is determined as follows:

(1) A motor vehicleisused wholly in the state in which it isregistered.

(2) The extent that rolling stock is used in this state is determined by multiplying the receipts from the lease or
rental of therolling stock by a fraction, the numerator of which isthe milestraveled within this state by the leased or
rented rolling stock and the denominator of which isthe total miles traveled by the leased or rented rolling stock.

(3) The extent that an aircraft is used in this state is determined by multiplying the receipts from the lease or
rental of the aircraft by a fraction, the numerator of which is the number of landings of the aircraft in this state and
the denominator of which isthe tota number of landings of the aircraft.

(4) The extent that a vessel, mobile equipment, or other mobile property is used in the state is determined by
multiplying the receipts from the lease or renta of the property by a fraction, the numerator of which is the number
of days during the taxable year the property was in this state and the denominator of which is the total days in the
taxable year.

(h) Royalties and other income not described in paragraph (@), clause (6), received for the use of or for the
privilege of using intangible property, including patents, know-how, formulas, designs, processes, patterns,
copyrights, trade names, service names, franchises, licenses, contracts, customer ligs, or similar items, must be
attributed to the state in which the property is used by the purchaser. If the property is used in more than one state,
the royalties or other income must be apportioned to this state pro rata according to the portion of usein this state. If
the portion of use in this state cannot be determined, the royalties or other income must be excluded from both the
numerator and the denominator. Intangible property isused in this state if the purchaser uses the intangible property
or the rights therein in the regular course of its business operations in this state, regardiess of the location of the
purchaser's customers.

(i) Sales of intangible property are made within the state in which the property is used by the purchaser. If the
property is used in more than one state, the sales must be apportioned to this state pro rata according to the portion
of usein this state. If the portion of usein this state cannot be determined, the sale must be excluded from both the
numerator and the denominator of the sales factor. Intangible property is used in this state if the purchaser used the
intangible property in the regular course of its business operationsin this state.

(i) Receipts from the performance of services must be attributed to the state where the services arereceived. For
the purposes of this section, receipts from the performance of services provided to a corporation, partnership, or trust
may only be attributed to a state where it has a fixed place of doing business. If the state where the services are
received is not readily determinable or is a state where the corporation, partnership, or trust receiving the service
does not have a fixed place of doing business, the services shdl be deemed to be received at the location of the
office of the customer from which the services were ordered in the regular course of the customer's trade or
business. If the ordering office cannot be determined, the services shall be deemed to be received at the office of the
customer to which the services are billed. For purposes of this subdivision and subdivision 6, paragraph (1), receipts
from the performance of services provided by corporations or trusts, providing management, digtribution, or
adminigrative services to any fund regulated under the Investment Company Act of 1940, are attributed to the states
where each fund's shareholders reside as determined by the mailing address furnished by the client, based on the
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average number of outstanding shares owned by the shareholders at the end of each month compared to the total
number of outstanding shares. For purposes of this section, when a fund shareholder of record is an insurance
company holding the shares as depositor for policyholders, the corporation can el ect to treat the policyholders of the
insurance company as the fund shareholders. This election applies to all fund shareholders that are insurance
companies andisirrevocable for, and applicabl e for, five successive income years.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006, except the
amendments to paragraph (j) are effective for taxable years beginning after December 31, 2007.

Sec. 11. Minnesota Statutes 2006, section 290.21, subdivision 4, is amended to read:

Subd. 4. Dividends received from another corporation. (a)(1) Eighty percent of dividends received by a
corporation during the taxable year from another corporation, in which the recipient owns 20 percent or more of the
stock, by vote and value, not including stock described in section 1504(a)(4) of the Internd Revenue Code when the
corporate stock with respect to which dividends are paid does not constitute the stock in trade of the taxpayer or
would not be included in the inventory of the taxpayer, or does not constitute property held by the taxpayer
primarily for sale to customers in the ordinary course of the taxpayer's trade or business, or when the trade or
business of the taxpayer does not consist principaly of the holding of the stocks and the collection of the income
and gainstherefrom; and

(2)(i) the remaining 20 percent of dividends if the dividends received are the stock in an affiliated company
transferred in an overall plan of reorganization and the dividend is diminated in consolidation under Treasury
Department Regulation 1.1502-14(a), as amended through December 31, 1989;

(ii) theremaining 20 percent of dividendsif the dividends are received from a corporation which is subject to tax
under section 290.36 and which is a member of an affiliated group of corporations as defined by the Interna
Revenue Code and the dividend is eliminated in consolidation under Treasury Department Regulation 1.1502-14(a),
as amended through December 31, 1989, or is deducted under an eection under section 243(b) of the Internal
Revenue Code; or

(iii) the remaining 20 percent of the dividends if the dividends are received from a property and casualty insurer
as defined under section 60A.60, subdivision 8, which is amember of an affiliated group of corporations as defined
by the Internal Revenue Code and either: (A) the dividend is eliminated in consolidation under Treasury Regulation
1.1502-14(a), as amended through December 31, 1989; or (B) the dividend is deducted under an election under
section 243(b) of the Internal Revenue Code.

(b) Seventy percent of dividends received by a corporation during the taxable year from another corporation in
which the recipient owns less than 20 percent of the stock, by vote or value, not including stock described in section
1504(a)(4) of the Internal Revenue Code when the corporate stock with respect to which dividends are paid does not
congtitute the stock in trade of the taxpayer, or does not congitute property held by the taxpayer primarily for sale to
customers in the ordinary course of the taxpayer's trade or business, or when the trade or business of the taxpayer
does not consist principally of the holding of the stocks and the collection of income and gain therefrom.

(c) The dividend deduction provided in this subdivision shall be allowed only with respect to dividends that are
included in a corporation's Minnesota taxable net income for the taxable year.

The dividend deduction provided in this subdivision does not apply to a dividend from a corporation which, for
the taxable year of the corporation in which the distribution is made or for the next preceding taxable year of the
corporation, is a corporation exempt from tax under section 501 of the Internal Revenue Code.
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The dividend deduction provided in this subdivision applies to the amount of regulated investment company
dividends only to the extent determined under section 854(b) of the Internal Revenue Code.

The dividend deduction provided in this subdivision shall not be allowed with respect to any dividend for which
adeduction isnot allowed under the provisions of section 246(c) of the Interna Revenue Code.

(d) If dividends received by a corporation that does not have nexus with Minnesota under the provisions of
Public Law 86-272 are included as income on the return of an affiliated corporation permitted or required to file a
combined report under section 290.34, subdivision 2, then for purposes of this subdivision the determination as to
whether the trade or business of the corporation consists principally of the holding of stocks and the collection of
income and gains therefrom shall be made with reference to the trade or business of the affiliated corporation having
anexus with Minnesota.

(e) The deduction provided by this subdivision does not apply if the dividends are paid by a FSC as defined in
section 922 of the Internd Revenue Code.

(f) If one or more of the members of the unitary group whose income is included on the combined report
received a dividend, the deduction under this subdivision for each member of the unitary business reguired to file a
return under this chapter is the product of: (1) 100 percent of the dividends received by members of the group; (2)
the percentage allowed pursuant to paragraph (@) or (b); and (3) the percentage of the taxpayer's business income
apportionabl e to this state for the taxable year under section 290.191 or 290.20.

(9) The deduction provided by paragraph (a) does not apply to dividends paid by a corporation that is part of the
unitary business for the taxable year for which an € ection was not made under section 290.17, subdivision 4a.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 12. TRANSITION; POLLUTION CONTROL FACILITIESAMORTIZATION.

The amount of additions to federal taxable income pursuant to Minnesota Statutes, section 290.01, subdivision
19¢(10), that are properly subtractable pursuant to Minnesota Statutes, section 290.01, subdivision 19d(8), for
taxable years beginning after December 31, 2006, and have not been subtracted pursuant to subdivision 19d(8), are
subtractable in the taxpayer's first taxable year beginning after December 31, 2006.

Sec. 13. REPEALER.

(a) Minnesota Statutes 2006, sections 290.01, subdivision 6b; and 290.0921, subdivision 7, are repeal ed.

(b) Minnesota Statutes 2006, section 290.191, subdivision 4, isrepea ed.

EFFECTIVE DATE. Paragraph (a) of this section is effective for taxable years beginning after December 31,
2006. Paragraph (b) of this section is effective for taxable years beginning after December 31, 2007.

ARTICLES
INDIVIDUAL INCOME TAX
Section 1. Minnesota Statutes 2006, section 289A.02, subdivision 7, is amended to read:

Subd. 7. Internal Revenue Code. Unless specifically defined otherwise, "Internal Revenue Code" means the
Internal Revenue Code of 1986, as amended through May-18-2006 December 31, 2006.

EFFECTIVE DATE. Thissection is effective the day following final enactment.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4513

Sec. 2. Minnesota Statutes 2006, section 289A.12, subdivision 4, is amended to read:

Subd. 4. Returns by persons, cor por ations, cooper atives, gover nmental entities, or school districts. (a) The
commissioner may by notice and demand require to the extent required by section 6041 of the Internal Revenue
Code, a person, corporation, or cooperative, the state of Minnesota and its political subdivisions, and a city, county,
and school district in Minnesota, making payments in the regular course of a trade or business during the taxable
year to any person or corporation of $600 or more on account of rents or royalties, or of $10 or more on account of
interest, or $10 or more on account of dividends or patronage dividends, or $600 or more on account of either
wages, salaries, commissions, fees, prizes, awards, pensions, annuities, or any other fixed or determinable gains,
prafits or income, not otherwise reportable under section 289A.09, subdivision 2, or on account of earnings of $10
or more distributed to its members by savings associations or credit unions chartered under the laws of this state or
the United States, (1) to file with the commissioner areturn (except in cases where a valid agreement to participate
in the combined federa and state information reporting system has been entered into, and the return is filed only
with the commissioner of internd revenue under the applicable filing and informational reporting requirements of
the Internal Revenue Code) with respect to the payments in excess of the amounts named, giving the names and
addresses of the persons to whom the payments were made, the amounts paid to each, and (2) to make areturn with
respect to the total number of payments and total amount of payments, for each category of income named, which
were in excess of the amounts named. This subdivision does not apply to the payment of interest or dividendsto a
person who was a nonresident of Minnesota for the entire year.

(b) For payments for which a return is covered by paragraph (a), regardless of whether the commissioner has
required filing under paragraph (a), the payor must file a copy of the return with the commissioner if:

(i) the return is for a payment made to a Minnesota resident, to a recipient with a Minnesota address, or for
activity occurring in the state of Minnesota; and

(ii) the payment is for wages, salaries, or other compensation for services provided. The commissioner may
require this information to be filed in eectronic or another form that the commissioner determines is appropriate,
notwithstanding the provisions of paragraph (c).

(c) A person, corporation, or cooperative required to file returns under this subdivision must file the returns on
magnetic media if magnetic media was used to satisfy the federa reporting requirement under section 6011(e) of the
Internal Revenue Code, unless the person establishes to the satisfaction of the commissioner that compliance with
this requirement would be an undue hardship.

EFFECTIVE DATE. This section is effective for forms required to be filed by federal law after December 31,
2007.

Sec. 3. Minnesota Statutes 2006, section 290.01, subdivision 19, as amended by Laws 2007, chapter 1, section
1, isamended to read:

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

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

(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal Revenue Code must be applied by
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 el ects to have treated as provided in section 852(b)(3)(D) of the Internal Revenue
Code.

The net income of a real 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 Internd Revenue Code
means the gross income as defined in section 468B(b) of the Internal Revenue Code.

The Interna Revenue Code of 1986, as amended through May—ls December 31 2006, shall be i in effect for
taxable years beginning after December 31, 1996 ! ! :

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

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 4. Minnesota Statutes 2006, section 290.01, subdivision 19b, is amended to read:

Subd. 19b. Subtractions from federal taxable income. For individuds, estates, and trusts, there shall be
subtracted from federal taxable income:

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

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

(3) the amount paid to others, less the amount used to claim the credit alowed 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
legaly fulfill the state's compulsory attendance laws, which is not operated for profit, and which adheres to the
provisions of the Civil Rights Act of 1964 and chapter 363A. For the purposes of this clause, "tuition" includes fees
or tuition as defined in section 290.0674, subdivision 1, clause (1). As used in this clause, "textbooks' includes
books and other ingructional materials and equipment purchased or leased for use in eementary and secondary
schools in teaching only those subjects legally and commonly taught in public elementary and secondary schools in
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this state.  Equipment expenses qualifying for deduction includes expenses as defined and limited in section
290.0674, subdivision 1, clause (3). "Textbooks' does not include instructional books and materials used in the
teaching of religious tenets, doctrines, or worship, the purpose of which is to instill such tenets, doctrines, or
worship, nor does it include books or materias 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 Interna
Revenue Code;

(4) income as provided under section 290.0802;

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

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

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

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

(9) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19a, clause (7), or 19c, clause (25) (13), in the case of a shareholder of a corporation that isan S
corporation, an amount equal to onefifth of the delayed depreciation. For purposes of this clause, "delayed
depreciation" means the amount of the addition made by the taxpayer under subdivision 19a, clause (7), or
subdivision 19c, clause {25} (13), in the case of a shareholder of an S corporation, minus the positive value of any
net operating loss under section 172 of the Internal Revenue Code generated for the tax year of the addition. The
resulting delayed depreciation cannot be less than zero;

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

(11) to the extent included in federal taxable income, the amount of compensation paid to members of the
Minnesota National Guard or other reserve components of the United States military for active service performed in
Minnesota, excluding compensation for services performed under the Active Guard Reserve (AGR) program. For
purposes of this clause, "active service' means (i) state active service as defined in section 190.05, subdivision 5a,
clause (1); (ii) federally funded state active service as defined in section 190.05, subdivision 5b; or (iii) federa
active service as defined in section 190.05, subdivision 5c, but "active service" excludes services performed
exclusively for purposes of basic combat training, advanced individud training, annua training, and periodic
inactive duty training; special training periodically made available to reserve members; and service performed in
accordance with section 190.08, subdivision 3;
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(12) to the extent included in federal taxable income, the amount of compensation paid to Minnesota residents
who are members of the armed forces of the United States or United Nations for active duty performed outside
Minnesota under United States Code, title 10, section 101(d); United States Code, title 32, section 101(12); or the
authority of the United Nations;

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

(14) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19a, clause (8), or 19c, clause (26} (14), in the case of a shareholder of a corporation that isan S
corporation, an amount equa to one-fifth of the addition made by the taxpayer under subdivision 19a, clause (8), or
19c, clause {16) (14), in the case of a shareholder of a corporation that isan S corporation, minus the positive value
of any net operating loss under section 172 of the Internal Revenue Code generated for the tax year of the addition.
If the net operating | oss exceeds the addition for the tax year, a subtraction isnot allowed under this clause;

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

(16) international economic development zone income as provided under section 469.325:; and
(17) to the extent included in federa taxable income, the amount of national service educationa awards received

from the National Service Trust under United States Code, title 42, sections 12601 to 12604, for service in an
approved AmeriCorps national service program.

EFFECTIVE DATE. This section is effective retroactively for tax years beginning after December 31, 2004,
except that clause (17) is effective for tax years beginning after December 31, 2006.

Sec. 5. Minnesota Statutes 2006, section 290.01, subdivision 31, as amended by Laws 2007, chapter 1, section
3, isamended to read:

Subd. 31. Internal Revenue Code. Unless specifically defined otherwise, for-taxable-years-beginning-before
Januepy—l—zg%—aqeraﬁer—Deee%berél—ZO% "Internal Revenue Code' means the Interna Revenue Code of 1986,
ea m 00 f a

as amended through May

EFFECTIVE DATE. This section is effective the day following fina enactment except the changes
incorporated by federal changes are effective at the same time as the changes were effective for federal purposes.
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Sec. 6. Minnesota Statutes 2006, section 290.06, subdivision 2c, is amended to read:

Subd. 2c. Schedules of rates for individuals, estates, and trusts. (@) The income taxes imposed by this
chapter upon married individuals filing joint returns and surviving spouses as defined in section 2(a) of the Interna
Revenue Code must be computed by applying to their taxable net income the following schedule of rates:

(1) On the first $25;680 $31,150, 5.35 percent;

(2) On al over $25:680 $31,150, but not over $102:030 $123,750, 7.05 percent;

(3) On all over $102,030 $123,750, but not over $400,000, 7.85 percent;

(4) On al over $400,000, 9 percent.

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

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

(1) On the first $14570 $21,310, 5.35 percent;
(2) On al over $17,570 $21,310, but not over $57,710 $69,990, 7.05 percent;

(3) On dl over $57710 $69,990, but not over $226,230, 7.85 percent;

(4) On al over $226,230, 9 percent.

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

(1) On the first $21;630 $26,230, 5.35 percent;

(2) On al over $21.630 $26,230, but not over $86,910 $105,410, 7.05 percent;

(3) On dl over $86,910 $105,410, but not over $340,720, 7.85 percent;

(4) On al over $340,720, 9 percent.

(d) In lieu of a tax computed according to the rates set forth in this subdivision, the tax of any individua
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 afractional part of a dollar unlessit amountsto 50 cents
or more, in which caseit may be increased to $1.

(e) An individual who is not a Minnesota resident for the entire year must compute the individua'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:
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(1) the numerator isthe individual's Minnesota source federal adjusted gross income as defined in section 62 of
the Internal Revenue Code and increased by the additions required under section 290.01, subdivision 19a, clauses
(D, (5), (6), (7), (8), and (9), and reduced by the Minnesota assignable portion of the subtraction for United States
government interest under section 290.01, subdivision 19b, clause (1), and the subtractions under section 290.01,
subdivision 19b, clauses (9), (10), (14), (15), and (16), after applying the allocation and assignability provisions of
section 290.081, clause (a), or 290.17; and

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

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 7. Minnesota Statutes 2006, section 290.06, subdivision 2d, is amended to read:

Subd. 2d. Inflation adjustment of brackets. (a) For taxable years beginning after December 31, 2000 2007,
the minimum and maximum dollar amounts for each rate bracket for which atax isimposed in subdivision 2c shall
be adjusted for inflation by the percentage determined under paragraph (b). For the purpose of making the
adjustment as provided in this subdivision all of the rate brackets provided in subdivision 2c shall be the rate
brackets as they existed for taxable years beginning after December 31, 1999 2006, and before January 1, 2001
2008. Therate applicableto any rate bracket must not be changed. The dollar amounts setting forth the tax shall be
adjusted to reflect the changesin therate brackets. The rate brackets as adjusted must be rounded to the nearest $10
amount. If therate bracket endsin $5, it must be rounded up to the nearest $10 amount.

(b) The commissioner shal adjust the rate brackets and by the percentage determined pursuant to the provisions
of section 1(f) of the Internal Revenue Code, except that in section 1(f)(3)(B) the word “1999“ "2006" shall be
substituted for the word "1992." For 2001 2008, the commissioner shall then determine the percent change from the
12 months ending on August 31, 3999 2006, to the 12 months ending on August 31, 2000 2007, and in each
subsequent year, from the 12 months ending on August 31, 1999 2006, to the 12 months ending on August 31 of the
year preceding the taxable year. The determination of the commissioner pursuant to this subdivision shal not be
considered a "rul€" and shall not be subject to the Administrative Procedure Act contained in chapter 14.

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

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 8. Minnesota Statutes 2006, section 290.06, is amended by adding a subdivision to read:

Subd. 34. Dairy investment credit. (a) A dairy investment credit is alowed against the tax due under this
chapter equal to ten percent of the amount paid or incurred by the taxpayer, on the first $500,000 of qualifying
expenditures madein the qualifying period by a person who raises dairy animalsin this sate.

(b) For purposes of this subdivision, "qualifying expenditures’ means the amount spent for:

(1) the acquisition, construction, or improvement of buildings or facilities, if related to dairy animals;

(2) the development of pasture owned or rented by the taxpayer for the use of dairy animals; or
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(3) the acquisition of eguipment for dairy animal housing, for confinement, for animal feeding, for production
and delivery of milk and other dairy products, and for waste management, including the following, if related to dairy
animasin this state:

(i) freestall barns;
(i) fences,

(iii) watering facilities;

(iv) feed storage and handling equipment;

(v) milking parlors;

(vi) robotic equipment;
(vii) scales;

(viii) milk storage and cooling facilities;

(ix) bulk tanks;

(x) manure pumping and storage facilities;
(xi) digesters,

(xii) eguipment used to produce energy; and

(xiii) on-farm processing and refrigerated trucks for delivery of milk and other dairy products.

Qualifying expenditures, other than expenditures for development of pasture, only include amounts that are
capitalized and deducted under either section 167 or 179 of the Internal Revenue Code in computing federal taxable
income. Qualifying expenditures for development of pasture must not include land acquisition and are limited to
soil preparation expenses, seed costs, planting costs, and weed control, which are allowed once for each acre owned
or rented by the taxpayer for the use of dairy animals and devel oped into pasture during the qualifying period.

(c) The credit islimited to the liability for tax, as computed under this chapter for the taxable year. |f the amount
of the credit determined under this section for any taxable year exceeds this limitation, the excess is a dairy
investment credit carryover to each of the 15 succeeding taxable years. The entire amount of the excess unused
credit for the taxable year is carried first to the earliest of the taxable years to which the credit may be carried and
then to each successive year to which the credit may be carried. The amount of the unused credit which may be
added under this paragraph shall not exceed the taxpayer's liability for tax less the dairy investment credit for the

taxable year.

(d) The qualifying period isthat time after December 31, 2006, and before January 1, 2013.

(e) The $50,000 maximum credit applies at the entity level for partnerships, S corporations, trusts, and estates as
well as at the individual level. In the case of married individuals, the credit is limited to $50,000 for a married

couple.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.
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Sec. 9. Minnesota Statutes 2006, section 290.067, subdivision 1, is amended to read:

Subdivision 1. Amount of credit. (a) A taxpayer may take as a credit against the tax due from the taxpayer and
a spousg, if any, under this chapter an amount equal to the dependent care credit for which the taxpayer is eigible
pursuant to the provisions of section 21 of the Internal Revenue Code subject to the limitations provided in
subdivision 2 except that in determining whether the child qualified as a dependent, income received as a Minnesota
family investment program grant or allowance to or on behalf of the child must not be taken into account in
determining whether the child received more than haf of the child's support from the taxpayer, and the provisions of
section 32(b)(1)(D) of the Interna Revenue Code do not apply.

(b) If a child who has not attained the age of six 13 years at the close of the taxable year is cared for at alicensed
family day care home operated by the child's parent, the taxpayer is deemed to have paid employment-related
expenses. If the child is 16 months old or younger at the close of the taxable year, the amount of expenses deemed
to have been paid equal s the maximum limit for one qualified individual under section 21(c) and (d) of the Interna
Revenue Code. If the child is older than 16 months of age but has not attained the age of six 13 years a the close of
the taxable year, the amount of expenses deemed to have been paid equals the amount the licensee would charge for
the care of a child of the same age for the same number of hours of care.

(c) If amarried couple:
(1) has a child who has not attained the age of one year at the close of the taxable year;
(2) filesajoint tax return for the taxable year; and

(3) does not participate in a dependent care assistance program as defined in section 129 of the Interna Revenue
Code, in lieu of the actual employment related expenses paid for that child under paragraph (a) or the deemed
amount under paragraph (b), the lesser of (i) the combined earned income of the couple or (ii) the amount of the
maximum limit for one qualified individual under section 21(c) and (d) of the Internal Revenue Code will be
deemed to be the employment related expense paid for that child. The earned income limitation of section 21(d) of
the Internd Revenue Code shall not apply to this deemed amount. These deemed amounts apply regardiess of
whether any employment-rel ated expenses have been paid.

(d) If the taxpayer is not required and does not file a federal individual income tax return for the tax year, no
credit is allowed for any amount paid to any person unless:

(1) the name, address, and taxpayer identification number of the person are included on the return claiming the
credit; or

(2) if the person isan organization described in section 501(c)(3) of the Interna Revenue Code and exempt from
tax under section 501(a) of the Internal Revenue Code, the name and address of the person areincluded on the return
claiming the credit.

In the case of a failure to provide the information required under the preceding sentence, the preceding sentence
does not apply if it is shown that the taxpayer exercised due diligence in attempting to provide the information
reguired.

In the case of a nonresident, part-year resident, or a person who has earned income not subject to tax under this
chapter including earned income excluded pursuant to section 290.01, subdivision 19b, clause (10) or (16), the credit
determined under section 21 of the Internal Revenue Code must be allocated based on the ratio by which the earned
income of the claimant and the claimant's spouse from Minnesota sources bears to the total earned income of the
claimant and the claimant's spouse.
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For residents of Minnesota, the subtractions for military pay under section 290.01, subdivision 19b, clauses (11)
and (12), are not considered "earned income not subject to tax under this chapter.”

For residents of Minnesota, the exclusion of combat pay under section 112 of the Internal Revenue Code is hot
considered "earned income not subject to tax under this chapter."”

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 10. Minnesota Statutes 2006, section 290.0677, subdivision 1, is amended to read:

Subdivision 1. Credit allowed. (@) Anindividual isallowed a credit against the tax due under this chapter equal
to $59 for each month or portion thereof that the individual was in active military service in a designated area after
September 11, 2001, and before January 1, 2007, while a Minnesota domiciliary.

(b) An individua is allowed a credit against the tax due under this chapter equal to $120 for each month or
portion thereof that the individual was in active military service in a designated area after December 31, 2006, while
aMinnesotadomiciliary.

(¢) For active service performed after September 11, 2001, and before December 31, 2006, the individual may
claim the credit in the taxable year beginning after December 31, 2005, and before January 1, 2007.

{e) (d) For active service performed after December 31, 2006, the individual may claim the credit for the taxable
year in which the active service was performed.

Januarv 1, 2006 the individud's estate or hel rs er[ law, if the |nd|V|dud s probate estate has closed or the estate was

not probated, may claim the credit.

EFFECTIVE DATE. This section is effective for taxable years beginning after December 31, 2006, except that
paragraph (e) is effective retroactively for tax years beginning after December 31, 2005.

Sec. 11. [290.0678] CREDIT FORHISTORIC STRUCTURE REHABILITATION.

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

(b) "Certified historic structure" has the meaning given in section 47(c)(3)(A) of the Internal Revenue Code.

Subd. 2. Credit allowed; certified historic structure. A taxpayer who claims acredit under section 47(a)(2) of
the Internal Revenue Code for the taxable year is alowed a credit against the tax due under this chapter for
rehabilitation of a certified historic structure that is located in Minnesota. The credit is equal to 100 percent of the
credit allowed for rehabilitation of a certified historic structure under section 47(a)(2) of the Internal Revenue Code,
but is limited to credits generated by rehabilitation of certified historic structures that are placed in service during the

taxable year.

Subd. 3. Partnerships;, multiple owners. Credits granted to a partnership, alimited liability company taxed as
a partnership, or multiple owners of property shall be passed through to the partners, members, or owners,
respectively, pro ratato each partner, member, or owner based on their share of the entity's assets.
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Subd. 4. Credit refundable. If the amount of credit that the taxpayer is digible to receive under this section
exceeds theliability for tax under this chapter, the commissioner shall refund the excess to the clai mant.

Subd. 5. Appropriation. An amount sufficient to pay the refunds authorized under this section is appropriated
to the commissioner of revenue from the general fund.

Subd. 6. Manner of claiming. The commissione shall prescribe the manner in which the credit may be issued
or claimed. This may include allowing the credit only as a separately processed claim for refund.

Subd. 7. Report; determination of economic impact. The Minnesota Historical Society shall annualy
determine the economic impact to the state from the rehabilitation of property for which credits are provided under
this section and provide a written report on the impact to the committees on taxes of the senate and house of
representatives, in compliance with sections 3.195 and 3.197.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 12. Minnesota Statutes 2006, section 290.091, subdivision 3, isamended to read:

Subd. 3. Exemption amount. (&) For purposes of computing the aternative minimum tax, the exemption
amount is:

{2), for taxable years beginning after December 31, 2005, $60,000 for married couples filing joint returns,
$30,000 for married individualsfiling separate returns, estates, and trusts, and $45,000 for unmarried individuals.

(b) The exemption amount determined under this subdivision is subject to the phase out under section 55(d)(3) of
the Internal Revenue Code, except that alternative minimum taxable income as determined under this section must
be substituted in the computation of the phase out, and the income threshold used in the phaseout must be adjusted
for inflation as provided in paragraph (c).

(c) For taxable years beginning after December 31, 2006, the exemption amount under paragraph (a), clause (2),
and the i income threshold for the phaseout under paraqraph (b) must be adjusted for inflation. Fhe-commissioner

31—299@ The commissioner shall ad|ust the exemptlon amount and phaseout threshold by the percentage
determined pursuant to the provisions of section 1(f) of the Internal Revenue Code, except that in section 1(f)(3)(B)
the word "2005" shall be substituted for the word "1992." For 2007, the commissioner shall then determine the
percentage change from the 12 months ending on August 31, 2005, to the 12 months ending on August 31, 2006,
and in each subseguent year, from the 12 months ending on August 31, 2005, to the 12 months ending on August 31
of the year preceding the taxable year. The exemption amount and phaseout threshold as adjusted must be rounded
to the nearest $10. |f the amount endsin $5, it must be rounded up to the nearest $10 amount. The determination of
the commissioner under this subdivision is not arule under the Administrative Procedure Act.

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.
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Sec. 13. Minnesota Statutes 2006, section 290.17, subdivision 2, is amended to read:

Subd. 2. Income not derived from conduct of a trade or business. The income of a taxpayer subject to the
alocation rules that is not derived from the conduct of a trade or business must be assigned in accordance with

paragraphs (a) to (f):

(8)(1) Subject to paragraphs (a)(2); and (a)(3), area}4); income from wages as defined in section 3401(a) and
(f) of the Internal Revenue Code is assigned to this state if, and to the extent that, the work of the employee is
performed within it; all other income from such sources istreated asincome from sources without this state.

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

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

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

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

(3) For purposes of this section, amounts received by a honresident as "retirement income" as defined in section
(b)(2) of the State Income Taxation of Pension Income Act, Public Law 104-95, are not considered income derived
from carrying on a trade or business or from wages or other compensation for work an employee performed in
Minnesota, and are not taxable under this chapter.

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

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



4524 JOURNAL OF THE HOUSE [55TH DAY

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

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

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

(d) Income from winnings on a bet made by an individua while in Minnesota is assigned to this gate. In this
paragraph, "bet" has the meaning given in section 609.75, subdivision 2, aslimited by section 609.75, subdivision 3,
clauses (1), (2), and (3).

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

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

EFFECTIVE DATE. Thissection is effective for taxable years beginning after December 31, 2006.

Sec. 14. Minnesota Statutes 2006, section 290.92, is amended by adding a subdivision to read:

Subd. 31. Payments to persons who are not employees. (a) For purposes of this subdivision, "contractor"
means a person carrying on a trade or business described in industry code numbers 23 through 238990 of the North
American Industry Classification System.

(b) A contractor who makes payments to an individual, other than an employee, for work must deduct and
withhold two percent of the payment as Minnesota withholding tax when the amount the contractor paid to that
individual during the calendar year exceeds $600.

(c) A payment subject to withholding under this subdivision must be treated as if the payment were a wage paid
by an employer to an employee. The reguirementsin the definitions of "employee' and "employer” in subdivision 1
relating to geographic location apply in determining whether withholding tax applies under this subdivision, but
without regard to whether the contractor or the individua otherwise satisfy the definition of an employer or an
employee. Each recipient of a payment subject to withholding under this subdivision must furnish the contractor
with a statement of the recipient's name, address, and Social Security account number.

(d) By February 1 of each year the commissioner must report to the committees of the house and senate with
jurisdiction over taxes, in compliance with Minnesota Statutes, sections 3.195 and 3.197, on withholding payments
received under this section. The report must include information on the number and amount of payments received,
and on the types of contractors making payments, grouped by specialty skills definitions provided in the North
American Industry Classification System.

EFFECTIVE DATE. Thissection is effective for payments made after July 31, 2007.
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Sec. 15. Minnesota Statutes 2006, section 290A.03, subdivision 15, as amended by Laws 2007, chapter 1,
section 4, isamended to read:

Subd. 15. Internal Revenue Code. ey :
31,-2006; "Internal Revenue Code" means the Internal Revenue Code of 1986 asammded through May—18—2996

EFFECTIVE DATE. This section is effective for property tax refunds based on property taxes payable on or

after December 31, 2006, and rent paid on or after December 31, 2005.

ARTICLE 6
SALES AND USE TAXES
Section 1. Minnesota Statutes 2006, section 37.13, is amended by adding a subdivision to read:

Subd. 3. Capital improvements. The society shall spend the amount of sales tax retained under section
289A.31, subdivision 7, paragraph (f), exclusively to make capita improvements to state-owned buildings and
facilities on the State Fairgrounds. The society shall match the amount retained with an equal amount from proceeds
from special assessments levied against commercia exhibits, concessions, and rentals, and other special user fees
specifically designated for capital improvements.

Sec. 2. Minnesota Statutes 2006, section 289A.31, subdivision 7, is amended to read:

Subd. 7. Salesand usetax. (a) The salesand usetax required to be collected by the retailer under chapter 297A
constitutes a debt owed by the retailer to Minnesota, and the sums collected must be held as a special fund in trust
for the state of Minnesota.

A retailer who does not maintain a place of business within this state as defined by section 297A.66, subdivision
1, shdl not be indebted to Minnesota for amounts of tax that it was required to collect but did not collect unless the
retailer knew or had been advised by the commissioner of its obligation to collect the tax.

(b) The use tax required to be paid by a purchaser is a debt owed by the purchaser to Minnesota.

(c) Thetax imposed by chapter 297A, and interest and penalties, is a personal debt of the individual required to
file areturn from the time the liability arises, irrespective of when the time for payment of that liability occurs. The
debt is, in the case of the executor or administrator of the estate of a decedent and in the case of a fiduciary, that of
the individual in an official or fiduciary capacity 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 casetheindividua is
personally liable for the deficiency.

(d) Liability for payment of sales and use taxes includes any responsible person or entity described in the
personal liahility provisions of section 270C.56.

(e) Any amounts collected, even if erroneoudly or illegaly collected, from a purchaser under a representation
that they are taxes imposed under chapter 297A are sate funds from the time of collection and must be reported on a
return filed with the commissioner.
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(f) The tax imposed under chapter 297A on sales of tickets to the premises of or events sponsored by the
Minnesota State Agricultural Society and conducted on the State Fairgrounds during the period of annual State Fair
may be retained by the Minnesota State Agricultural Society if the funds are used and matched as required under
section 37.13, subdivision 3.

EFFECTIVE DATE. Thissection is effective for sales and purchases after June 30, 2007.

Sec. 3. Minnesota Statutes 2006, section 297A.61, subdivision 12, is amended to read:

Subd. 12. Farm machinery. (a) "Farm machinery" means new or used machinery, equipment, implements,
accessories, and contrivances used directly and principally in agricultural production of tangible personal property
intended to be sold ultimately at retail including, but not limited to:

(1) machinery for the preparation, seeding, or cultivation of soil for growing agricultural crops;
(2) barn cleaners, milking systems, grain dryers; drying systems, grain bins, feeding systems including stationary

feed bunks, and similar installations, whether or not the equipment is installed by the seller and becomes part of the
red property; and

(3) irrigation equipment sold for exclusively agricultura 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 isingaled by the seller and becomes part of thereal property.

(b) Farm machinery does not include:

(2) repair or replacement parts,

(2) toals, shop equipment, grair-bins; fencing material, communication equipment, and other farm supplies;

(3) motor vehiclestaxed under chapter 297B;

(4) snowmobiles or snow blowers;

(5) lawn mowers except those used in the production of sod for sale, or garden-type tractors or garden tillers; or

(6) machinery, equipment, implements, accessories, and contrivances used directly in the production of horses
not raised for daughter, fur-bearing animals, or research animals.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 4. Minnesota Statutes 2006, section 297A.668, is amended by adding a subdivision to read:

Subd. 8. Manufactured and modular housing. (a) Notwithstanding other subdivisions of this section, a sde
of amanufactured or modular home shall be sourced to the site where the housing isfirst set up or ingalled.

(b) For purposes of this section, "manufactured home' has the meaning given in section 327.31, subdivision 6.
For purposes of this section, "modular home' means a building or structural unit that has been substantially
manufactured or constructed, in whole or in part, at an off-site location, with the final assembly occurring on-site
alone or with other units and attached to a permanent foundation site and occupied as a single-family dwelling.
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Modular home construction must comply with applicable standards adopted in Minnesota Rules authorized under
chapter 16B. A modular home does not include a structure subject to the requirements of the National Manufactured
Home Construction and Safety Standards Act of 1974 or a manufactured home.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 5. Minnesota Statutes 2006, section 297A.67, subdivision 7, is amended to read:
Subd. 7. Drugs;, medical devices. (@) Sales of the following drugs and medical devices are exempt:
(2) drugs for human use, including over-the-counter drugs;

(2) single-use finger-pricking devices for the extraction of blood and other single-use devices and single-use
diagnostic agents used in diagnosing, monitoring, or treating diabetes,

(3) insulin and medical oxygen for human use, regardless of whether prescribed or sold over the counter;
(4) prosthetic devices;

(5) durable medica equipment for home use only;

(6) mohility enhancing equipment; and

(7) prescription corrective eyeglasses:; and

(8) kidney dialysis equipment, including repair and replacement parts.

(b) For purposes of this subdivision:

(1) "Drug" means a compound, substance, or preparation, and any component of a compound, substance, or
preparation, other than food and food ingredients, dietary supplements, or acoholic beveragesthat is:

(i) recognized in the official United States Pharmacopoeia, official Homeopathic Pharmacopoeia of the United
States, or official National Formulary, and supplement to any of them;

(ii) intended for use in the diagnosis, cure, mitigation, treatment, or prevention of disease; or
(iii) intended to affect the structure or any function of the body.

(2) "Durable medical equipment” means equipment, including repair and replacement parts, but not including
mohility enhancing equipment, that:

(i) can withstand repested use;
(i) isprimarily and customarily used to serve a medical purpose;
(iii) generdly isnot useful to a person in the absence of illness or injury; and

(iv) isnot worn in or on the body.
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(3) "Mohility enhancing equipment” means equipment, including repair and replacement parts, but not including
durable medical equipment, that:

(i) isprimarily and customarily used to provide or increase the ability to move from one place to another and that
is appropriate for use either in ahome or amotor vehicle,

(ii) isnot generally used by persons with normal mobility; and

(iii) does not include any motor vehicle or equipment on a motor vehicle normally provided by a motor vehicle
manufacturer.

(4) "Over-the-counter drug" means a drug that contains alabel that identifies the product as a drug asrequired by
Code of Federal Regulations, title 21, section 201.66. The labe must include a "drug facts' panel or a statement of
the active ingredients with a list of those ingredients contained in the compound, substance, or preparation. Over-
the-counter drugs do not include grooming and hygiene products, regardliess of whether they otherwise meet the
definition. "Grooming and hygiene products' are soaps, cleaning solutions, shampoo, toothpaste, mouthwash,
antiperspirants, and suntan lotions and sunscreens.

(5) "Prescribed" and "prescription” means a direction in the form of an order, formula, or recipe issued in any
form of oral, written, electronic, or other means of transmission by a duly licensed health care professional.

(6) "Prosthetic device" means areplacement, corrective, or supportive device, including repair and replacement
parts, worn on or in the body to:

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

(i) prevent or correct physical deformity or malfunction; or

(iii) support aweak or deformed portion of the body.
Prosthetic device does not include corrective eyeglasses.

(7) "Kidney dialysis equipment" means equipment that:

(i) is used to remove waste products that build up in the blood when the kidneys are not able to do so on their
own; and

(ii) can withstand repeated use, including multiple use by a single patient.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 6. Minnesota Statutes 2006, section 297A.68, is amended by adding a subdivision to read:

Subd. 42. Agricultural feed processing facility; capital equipment. Capita equipment purchased by a
contractor for incorporation into an agricultura feed processing facility is exempt from sales tax when purchased by
the contractor if the following conditions are met:

(1) the equipment would mest the definition of capital equipment under subdivision 5 if purchased by the user
instead of the contractor;
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(2) the equipment was incorporated into a facility that was constructed in part to replace manufacturing
capability destroyed in afire; and

(3) the processing facility islocated in the city of Freeport.

The user of the equipment must apply for the refund and the maximum amount of the refund is limited to
$70,000. Refund provisions for taxes paid under subdivision 5 apply.

EFFECTIVE DATE. This section is effective for sales and purchases made after June 30, 2002, and before
December 31, 2003.

Sec. 7. Minnesota Statutes 2006, section 297A.69, subdivision 2, is amended to read:

Subd. 2. Materials consumed in agricultural production. Materials stored, used, or consumed in agricultural
production of personal property intended to be sold ultimately at retail are exempt, whether or not the item becomes
an ingredient or congtituent part of the property produced. Materiasthat 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 a federa 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 dectricity purchased by persons engaged in agricultural production
to treat waste generated as aresult of the production process;

(5) fuels, dectricity, gas, and steam used or consumed in the production process, exeept—that_including
electr|C|ty, gas or steam u%d for space heatlng, coollng, or Ilghtlng %e%pkﬁ—@)—ﬂ—r&ume%ef—th&av&age

facil |t| =S housa nq agri culturd ani mal S,

(6) petroleum products and lubricants;
(7) packaging materias, including returnable containers used in packaging food and beverage products; and

(8) accessory tools and equipment that are separate detachable units with an ordinary useful life of less than 12
months used in producing adirect 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. Thissection is effective the day following final enactment.

Sec. 8. Minnesota Statutes 2006, section 297A.69, subdivision 3, is amended to read:

Subd. 3. Repair and replacement parts. Repair and replacement parts—exeept-tires; used for maintenance or
repair of farm machinery, logging equipment, and aquaculture production equipment are exempt, if the part replaces
amachinery part assigned a specific or generic part number by the manufacturer of the machinery.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.




4530 JOURNAL OF THE HOUSE [55TH DAY

Sec. 9. Minnesota Statutes 2006, section 297A.70, subdivision 3, is amended to read:

Subd. 3. Salesof certain goods and servicesto government. (@) The following salesto or use by the specified
governments and political subdivisions of the state are exempt:

() repair and replacement parts for emergency rescue vehicles, fire trucks, and fire apparatus to a poalitical
subdivision;

(2) machiney and equipment, except for motor vehicles, used directly for mixed municipa solid waste
management services at a solid waste disposal facility as defined in section 115A.03, subdivision 10;

(3) chore and homemaking services to a palitical subdivision of the state to be provided to elderly or disabled
individuals;

(4) telephone services to the Department of Administration that are used to provide telecommunications services
through the intertechnol ogies revolving fund;

(5) firefighter personal protective equipment as defined in paragraph (b), if purchased or authorized by and for
the use of an organized fire department, fire protection district, or fire company regularly charged with the
responsibility of providing fire protection to the state or a palitical subdivision;

(6) bullet-resistant body armor that provides the wearer with ballistic and trauma protection, if purchased by a
law enforcement agency of the state or a palitical subdivision of the state, or a licensed peace officer, as defined in
section 626.84, subdivision 1;

(7) motor vehicles purchased or leased by political subdivisions of the state if the vehicles are exempt from
registration under section 168.012, subdivision 1, paragraph (b), exempt from taxation under section 473.448, or
exempt from the motor vehicle salestax under section 297B.03, clause (12);

(8) equipment designed to process, dewater, and recycle biosolids for wastewater treatment facilities of political
subdivisions, and materialsincidental to installation of that equipment;

(9) sales to a town of gravel and of machinery, equipment, and accessories, except motor vehicles, used
exclusively for road and bridge maintenance, and leases by a town of motor vehicles exempt from tax under section
297B.03, clause (10); and

(10) the removal of trees, bushes, or shrubs for the construction and maintenance of roads, trails, or firebreaks
when purchased by an agency of the sate or apolitical subdivision of the state;; and

(11) the sale of railroad cars and engines and related equipment, including repair parts, used in a commuter rail
transportation system operated under sections 174.80 to 174.90.

(b) For purposes of this subdivision, "firefighters persond protective equipment” means helmets, including face
shields, chin straps, and neck liners; bunker coats and pants, including pant suspenders; boots; gloves; head covers
or hoods; wildfire jackets; protective coverals;, goggles,; self-contained breathing apparatus; canister filter masks;
persona dert safety systems; spanner belts; optical or thermal imaging search devices, and al safety equipment
required by the Occupational Safety and Health Administration.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after December 31, 2006.
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Sec. 10. Minnesota Statutes 2006, section 297A.70, subdivison 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 403.21 to 403:34 403.40, are exempt. For purposes of this subdivision, backbone system is defined
in section 403.21, subdivision 9. This subdivision is effective for purchases, sdes, storage, use, or consumption for
use in the firgt and second phases of the system, as defined in section 403.21, subdivisions 3, 10, and 11, and that
portion of the third phase of the system that is located in the southeast district of the State Patrol and the counties of
Benton, Sherburne, Stearns, and Wright, and that portion of the system that islocated in Itasca County.

Sec. 11. Minnesota Statutes 2006, section 297A.70, is amended by adding a subdivision to read:

Subd. 17. Salestofiredepartments. All sales of tangible persona property to, or authorized by and for the use
of, an independent, nonprofit firefighting corporation or a statutorily created or municipal fire department that are
used directly in providing emergency response services and emergency response training are exempt.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 12. Minnesota Statutes 2006, section 297A.71, subdivison 23, isamended to read:

Subd. 23. Construction materialsfor qualified low-income housing projects. (a) Purchases of materials and
supplies used or consumed in and equipment incorporated into the construction, improvement, or expanson of
qualified low-income housing projects are exempt from the tax imposed under this chapter if the owner of the
qualified low-income housing project is:

(1) the public housing agency or housing and redevel opment authority of a palitical subdivision;
(2) an entity exercising the powers of a housing and redevel opment authority within a political subdivision;

(3) alimited partnership in which the sole or managing general partner is an authority under clause (1) or an
entity under clause (2) or (4);

(4) anonprofit corporation subject to the provisions of chapter 317A, and quaifying under section 501(c)(3) or
501(c)(4) of the Internal Revenue Code of 1986, as amended; or

(5) an owner entity, as defined in Code of Federal Regulations, title 24, part 941.604, for a qualified low-income
housing project described in paragraph (b), clause (5).

This exemption applies regardless of whether the purchases are made by the owner of the facility or a contractor.
(b) For purposes of this exemption, "qualified low-income housing project" means:

(1) ahousing or mixed use project in which at least 20 percent of the residential units are qualifying low-income
rental housing units as defined in section 273.126;

(2) afederally assisted low-income housing project financed by a mortgage insured or held by the United States
Department of Housing and Urban Development under United States Code, title 12, section 1701s, 1715I(d)(3),
17151(d)(4), or 1715z-1; United States Code, title 42, section 1437f; the Native American Housing Assigance and
Sdf-Determination Act, United States Code, title 25, section 4101 et seq.; or any similar successor federal low-
income housing program;
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(3) aqualified low-income housing project as defined in United States Code, title 26, section 42(g), meeting all
of the requirements for a low-income housing credit under section 42 of the Internal Revenue Code regardless of
whether the project actually applies for or receives alow-income housing credit;

(4) aproject that will be operated in compliance with Internal Revenue Service revenue procedure 96-32; or

(5) ahousing or mixed use project in which al or aportion of theresidentia units are subject to the requirements
of section 5 of the United States Housing Act of 1937.

(c) For a project, a portion of which is not used for low-income housing units, the amount of purchases that are
exempt under this subdivision must be determined by multiplying the total purchases, as specified in paragraph (a),
by theratio of:

(1) the total gross square footage of units subject to the income limits under section 273.126, the financing for
the project, the federal low-income housing tax credit, revenue procedure 96-32, or section 5 of the United States
Housing Act of 1937, as applicable to the project; and

(2) thetotal gross square footage of al unitsin the project.

(d) The tax must be imposed and collected as if the rate under section 297A.62, subdivision 1, applied, and then
refunded in the manner provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 13. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 40. Brainerd and Baxter wastewater treatment facility. Materials and supplies used in, and eguipment
incorporated into, the construction of ajoint wastewater treatment facility servicing the cities of Brainerd and Baxter
are partialy exempt. This exemption is for purchases made before July 1, 2010. The tax must be imposed and
collected as if the rate under section 297A.62, subdivision 1, applied. The cities must apply for a refund of 50
percent of taxes paid on purchases partially exempt under this subdivision as provided under section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 1, 2007.

Sec. 14. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 41. Baxter water treatment facility. Materials and supplies used in, and equipment incorporated into,
the construction of a water treatment facility owned by the city of Baxter are partially exempt. Thisexemption isfor
purchases made before July 1, 2009. The tax must be imposed and collected as if the rate under section 297A.62,
subdivision 1, applied. The city must apply for a refund of 50 percent of the taxes paid on purchases partially
exempt under this subdivision as provided under section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after May 1, 2007.

Sec. 15. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 42. Buffalo wastewater treatment facility. Materials and supplies used in, and equipment incorporated
into, the construction, improvement, or expansion of a wastewater treatment facility owned by the city of Buffalo
are partially exempt. This section is effective for purchases made before December 31, 2008. The tax must be
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imposed and collected as if the rate under section 297A.62, subdivision 1, applied. The city must apply for a refund
of 50 percent of the taxes paid on purchases partially exempt under this subdivision as provided under section
297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after March 1, 2007.

Sec. 16. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 43. Burnsville surface water treatment plant. Materias and supplies used or consumed in, and
equipment incorporated into, the construction, improvement, installation, or repair of facilities and improvements
associated with a surface water treatment plant project located within and owned by the city of Burnsville are
partidly exempt. This exemption is for purchases made before January 1, 2010. The tax must be imposed and
collected as if therate under section 297A.62, subdivision 1, applied. The city must apply for arefund of 50 percent
of the taxes paid on purchases partially exempt under this subdivision as provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after March 15, 2007.

Sec. 17. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 44. Emily; wastewater treatment facility. Materids and supplies used in and equipment incorporated
into the construction of a wastewater treatment facility in the city of Emily are partially exempt. This exemption is
for purchases made before January 1, 2007. The tax must be imposed and collected as if the rate under section
297A.62, subdivision 1, applied. The city must apply for a refund of 50 percent of any tax paid on purchases
partidly exempt under this subdivision as provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after January 1, 2005.

Sec. 18. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 45. Goodview; water treatment facilities. Materials and supplies used in, and equipment incorporated
into, the construction and expansion of up to two water treatment facilities in the city of Goodview are partidly
exempt. This exemption isfor purchases made before January 1, 2009. The tax must be imposed and collected as if
the rate under section 297A.62, subdivision 1, applied. The city must apply for arefund of 50 percent of the taxes
paid on purchases partially exempt under this subdivision as provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 19. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 46. Harris wastewater treatment facility. Materials and supplies used in, and equipment incorporated
into, the construction of a wastewater treatment facility and a water treatment plant owned by the city of Harris are
exempt. This exemption is effective for purchases made after May 31, 2006, and on or before June 30, 2008. The
tax must be imposed and collected asif the rate under section 297A.62, subdivision 1, applied. The city must apply
for arefund of 100 percent of the taxes paid on purchases exempt under this subdivision as provided in section
297A.75.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 20. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 47. Milaca water treatment facility. Materias and supplies used in, and equipment incorporated into,
the construction of a water treatment facility owned by the city of Milaca are partially exempt. This exemption is
for purchases made before February 15, 2007. The tax must be imposed and collected as if the rate under section
297A.62, subdivison 1, applied. The city must apply for a refund of 50 percent of the taxes paid on purchases
partialy exempt under this subdivision as provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made before February 15, 2007.

Sec. 21. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 48. Minnetonka water treatment facility; sales tax exemption. Materials and supplies used in, and
equipment incorporated into, the construction of a water treatment facility owned by the city of Minnetonka are
partidly exempt from the sales and use tax under this chapter. This exemption is for purchases made before
December 31, 2006. The tax must be imposed and collected as if the rate under section 297A.62, subdivision 1,
applied. The city must apply for arefund of 50 percent of the taxes paid on purchases partidly exempt under this
subdivision as provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made before December 31, 2006.

Sec. 22. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 49. New Prague wastewater treatment facility. Materials and supplies used in, and eguipment
incorporated into, the construction, improvement, and expansion of a wastewater treatment facility owned by the
city of New Pragueis partially exempt. This exemption is effective for purchases made on or before December 31,
2008. The tax must be imposed and collected as if the rate under section 297A.62, subdivision 1, applied. The city
must apply for a refund of 50 percent of the taxes paid on purchases partially exempt under this subdivision as
provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 23. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 50. New York Mills wastewater treatment facility. Materials and supplies used in, and eguipment
incorporated into, the construction of a wastewater treatment facility owned by the city of New York Mills are
partidly exempt. This exemption is for purchases made before January 1, 2008. The tax must be imposed and
collected asiif the rate under section 297A.62, subdivision 1, applied. The city must apply for arefund of 50 percent
of the taxes paid on purchases exempt under this subdivision as provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made before January 1, 2008.

Sec. 24. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 51. Pdican Rapids wastewater treatment facility. Materials and supplies used in, and eguipment
incorporated into, the improvement and expansion of a wastewater treatment facility owned by the city of Pelican
Rapids are partidly exempt. This exemption is effective for purchases made on or before December 31, 2008. The
tax must be imposed and collected asif the rate under section 297A.62, subdivision 1, applied. The city must apply
for arefund of 50 percent of the taxes paid on purchases partially exempt under this subdivision as provided in
section 297A.75.

EFFECTIVE DATE. This section is effective for sales and purchases made beginning on the day following
fina enactment.
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Sec. 25. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 52. Princeton; wastewater treatment facility. Materials and supplies used in, and equipment
incorporated into, the construction and expansion of a wastewater treatment facility, including construction of a
phosphorous reduction facility, in the city of Princeton are partially exempt. This exemption is for purchases made
before January 1, 2012. The tax must be imposed and collected as if the rate under section 297A.62, subdivision 1,
applied. The city must apply for a refund of 50 percent of the taxes paid on purchases partially exempt under this
subdivision as provided in section 297A.75.

EFFECTIVE DATE. This section is effective for sales and purchases made after the day following final
enactment.

Sec. 26. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 53. Willmar wastewater treatment facility. Materials and supplies used in, and equipment incorporated
into, the construction, improvement, or expansion of a wastewater treatment facility owned by the city of Willmar
are partialy exempt. This exemption is effective for purchases made before July 1, 2012. The tax must be imposed
and collected as if the rate under section 297A.62, subdivison 1, applied. The city must apply for a refund of 50
percent of the taxes paid on purchases exempt under this subdivision as provided in section 297A.75.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 27. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 54. Bioscience research facilities. (a) Building materids and supplies used or consumed in, and
equipment incorporated into, the construction, improvement, or expansion of bioscience research facilities are

exempt, if:

(1) the facilities are utilized by a research institute to conduct cancer research under a collaboration agreement
with the Mayo Clinic;

(2) theingtitute is an independent research unit of the University of Minnesota; and

(3) thefacilities are owned by a public foundation.

(b) 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.

(c) This subdivision is effective for sales and purchases occurring after June 30, 2006, and before January 1,
2009.

EFFECTIVE DATE. This section is effective the day following final enactment and applies to sales and
purchases made after June 30, 2006, and before January 1, 2009.

Sec. 28. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 55. Biobusiness center. Materials, supplies, used or consumed in, and equipment incorporated into, the
initia construction of a biobusiness center and related infrastructure in the city of Rochester for which the city
received funding for therelated infrastructure under Laws 2006, chapter 258, section 21, subdivision 7, are exempt.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.
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Sec. 29. Minnesota Statutes 2006, section 297A.75, subdivison 1, isamended to read:

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

(1) capital equipment exempt under section 297A.68, subdivision 5;

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

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

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

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

(6) devators and building materials exempt under section 297A.71, subdivision 12;

(7) building materials for the Long Lake Conservation Center exempt under section 297A.71, subdivision 17,

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

40)_(9) materials, supplies, and equipment for municipa eectric utility facilities under section 297A.71,
subdivision 35;

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

42 (11) tangible personal property and taxable services and construction materials, supplies, and equipment
exempt under section 297A.68, subdivision 41:; and

(12) building materids, supplies, and equipment of bioscience research facilities exempt under section 297A.71,
subdivision 54.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 30. Minnesota Statutes 2006, section 297A.75, is amended by adding a subdivision to read:

Subd. 1a. Tax collected; other. For taxes collected on purchases exempted under sections 13 to 26, the
percentage of the tax listed in each section must be refunded as provided in this section.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 31. Minnesota Statutes 2006, section 297A.75, subdivison 2, is amended to read:

Subd. 2. Refund; eligible persons. Upon application on forms prescribed by the commissioner, arefund equal
to the tax paid on the gross receipts of the exempt items must be paid to the applicant. Only the following persons
may apply for therefund:
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(1) for subdivision 1, clauses (1) to (3), the applicant must be the purchaser;

(2) for subdivision subdivisions 1, clauses (4);_and (7)-anrd«8);; and 1a, the applicant must be the governmental
subdivision;

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

(4) for subdivision 1, clause (6), the applicant must be the owner of the homestead property;
(5) for subdivision 1, clause (9) (8), the owner of the qualified low-income housing project;

(6) for subdivision 1, clause 26} (9), the applicant must be a municipal electric utility or a joint venture of
municipal dectric utilities, and

(7) for subdivision 1, clauses 34)-ane<12) (10) and (11), the owner of the quaifying business:; and

(8) for subdivision 1, clause (12), the public foundation.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 32. Minnesota Statutes 2006, section 297A.75, subdivison 3, is amended to read:

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

(b) An applicant may not file more than two applications per calendar year for refunds for taxes paid on capital
equipment exempt under section 297A.68, subdivision 5.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 33. Minnesota Statutes 2006, section 297A.99, subdivison 1, is amended to read:

Subdivision 1. Authorization; scope. (a) A palitical subdivision of this state may impose a general sales tax if
permitted by special law enacted prior to January 1, 2008, or if the political subdivision enacted and imposed the tax
before the effective date of section 477A.016 and its predecessor provision.

(b) This section governstheimposition of a generd sales tax by the political subdivision. The provisions of this
section preempt the provisions of any special law:

(1) enacted before June 2, 1997, or

(2) enacted on or after June 2, 1997, that does not explicitly exempt the specid law provision from this section's
rules by reference.

(c) This section does not apply to or preempt a sales tax on motor vehicles or a special excise tax on motor
vehicles.
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(d) No palitica subdivision may use its funds to advertise, promote, or hold areferendum to support imposing a
general sales tax unless authorized by a special law enacted prior to January 1, 2008.

(e) No palitica subdivision may seek the authority to impose a general salestax after January 1, 2008.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 34. Minnesota Statutes 2006, 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 alease purchase agreement or installment sales contract made pursuant
to section 465.71, of any motor vehicle by the United States and its agencies and ingrumentalities 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'sname in the other state or country;

(3) purchase or use of any mator 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
congtitutes 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 Internd Revenue Code of 1986, as amended through December 31, 1999;

(5) purchase or use of any vehicle owned by aresident 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 educationa ingtitution for use as an
ingtructiona 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 by an ambulance service licensed under section
144E.10;

(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 aready-mixed concrete truck;

(10) 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;
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(11) purchase or use of a motor vehicle by a corporation, society, association, foundation, or ingitution
organized and operated exclusively for charitable, religious, or educational purposes, except a public schooal,
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 automobileis designed and used for carrying more than nine persons including the
driver; and

(i) 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 educationa purpose;

(12) purchase of a motor vehicle for use by a transit provider exclusively to provide trandt service is 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;

(13) purchase or use of a motor vehicle by a qualified business, as defined in section 469.310, located in a job
opportunity building zone, if the motor vehicle is principaly garaged in the job opportunity building zone and is
primarily used as part of or in direct support of the person's operations carried on in the job opportunity building
zone. The exemption under this clause applies to sales, if the purchase was made and delivery received during the
duration of the job opportunity building zone. The exemption under this clause also applies to any local sales and
use tax;

(14) purchase of aleased vehicle by the lessee who was a participant in alease-to-own program from a charitable
organization that is:

(i) described in section 501(c)(3) of the Internal Revenue Code; and

(ii) licensed as amotor vehicle lessor under section 168.27, subdivision 4.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 35. 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, and Laws 2003, First Special Session chapter 21,
article 8, section 11, isamended 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 ene-and-ene-
half_two and one-quarter percent on sales transactions which are described in Minnesota Statutes 2000, Section
297A.01, Subdivision 3, Clause (c). When the city council determines that the taxes imposed under this subdivision
and under Laws 1998, chapter 389, article 8, 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 isreduced te
by one-haf of one percent. Theimposition of this tax shall not be subject to voter referendum under either state law
or city charter provisions. When the city council determines that the taxes imposed under this subdivision at arate
of three-quarters of one percent and other sources of revenue produce revenue sufficient to pay debt service on
bonds in the principal amount of $37,931,000 plus issuance and discount costs, issued for capital improvements at
the Duluth Entertainment and Convention Center, which include a new arena, the rate of tax under this subdivision
must be reduced by three-quarters of one percent.

EFFECTIVE DATE. This section is effective the day after the governing body of the city of Duluth and its
chief clerica officer comply with Minnesota Statutes, section 645.021, subdivisions 2 and 3.
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Sec. 36. Laws 2005, First Specia Session chapter 3, article 5, section 39, is amended to read:
Sec. 39. CITY OF BEMIDJI.

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 general election
held on November 5, 2002, and at the general election held November 7, 2006, 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 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 callecting and administering the tax and to pay for the projects listed in this subdivision:

(1) To pay all 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 Bemidiji's parks, open space, and trail system plan,
adopted by the Bemidji City Council on November 21, 2001. Authorized expenses include, but are not limited to,
acquiring property, paying construction expenses related to the devel opment of these facilities and improvements,
and securing and paying debt service on bonds or other obligations issued to finance acquisition, construction,
improvement, or devel opment of parks and trails within the city of Bemidji.

(2) To pay al o part of the city's share of costs of up to $50,000,000 plus any associated bond costs, for
acquisition, design, and construction of aregiona event center. Authorized expenses include, but are not limited to,
acquiring property, paying demolition and construction expenses, improving associated infrastructure, and
purchasing furniture, fixtures, and equipment for the regiona event center, and securing and paying debt service on
bonds or other obligationsissued to finance theregional event center project.

Subd. 3. Bonds. (&) Pursuant to the approval of the city voters at the genera eection held on November 5,
2002, the city of Bemidji may issue, without an additional election, 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 levy 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.

(b) Pursuant to the approval of the city voters at the general election held on November 7, 2006, the city of
Bemidji may issue, without an additional el ection, genera obligation bonds of the city in an amount not to exceed
$50,000,000 to pay capital and administrative expenses for the acquisition, construction, improvement, and
development of the regional event center 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 of any interest on the bonds must not be subject to any levy limitations
or beincluded 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 Bemidji City Council
determines that the amount described in subdivision 3, paragraph (a), has been received from the tax to finance the
capital and administrative costs for acquisition, construction, improvement, and devel opment 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, paragraph (a), plus the earlier of (1) 30 years, or (2) when the city council first
determines that the additional revenues received from the extension of the tax equals or exceeds the amount
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authorized to be spent for the regional event center under subdivision 2, clause (2). Any funds remaining after
completion of the park-and-trail-Haprovements authorized projects 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 timeif the city
so determines by ordinance.

EFFECTIVE DATE. This section is effective the day after compliance by the governing body of the city of
Bemidji and its chief clerica officer with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 37. CITY OF CROOKSTON; TAXESAUTHORIZED.

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 at the next general election or a special
dection prior to December 31, 2008, the city of Crookston may impose by ordinance a sales and use tax of up to
one-half of one percent for the purpose specified in subdivision 2. Except as provided in this section, the provisions
of Minnesota Statutes, section 297A.99, govern the imposition, administration, collection, and enforcement of the
tax authorized under this subdivision.

Subd. 2. Use of revenues. Revenues received from taxes authorized by subdivision 1 must be used by the city
to pay the cost of collecting the taxes and to pay all or part of the capital and adminigtrative costs for the
reconstruction of public facilities that need to be relocated in conjunction with the city's flood control project.
Authorized expenses include, but are not limited to, acquiring property and paying construction expenses related to
these facilities and improvements, and paying debt service on bonds or other obligations issued to finance
acquisition, development, and construction of these facilities and improvements. The total amount of revenues that
the city may raise under subdivision 1 to finance these projects is limited to no more than $10,000,000 plus any
associated bond costs.

Subd. 3. Bonding authority. Pursuant to the approval of the city voters to impose the tax authorized under
subdivision 1, the city may issue, without an additional election, general obligation bonds of the city in an amount
not to exceed $10,000,000 to pay capital and administrative expenses for the projects described in subdivision 2.
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 or be included in computing or applying any levy limitation applicable to the city.

Subd. 4. Termination of taxes. The taxesimposed under subdivision 1 expire when the Crookston city council
determines that the amount of revenues received from the taxes to finance the project described in subdivision 2 first
eguals or exceeds the amount spent directly on the projects in subdivision 2, plus the additional amount needed to
pay the costs related to issuance of bonds under subdivision 3, 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. Thetaxesimposed under subdivision 1 may expire a an earlier timeif the city so determines by ordinance.

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

Sec. 38. CITY OF NORTH MANKATO; TAXESAUTHORIZED.

Subdivison 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 voters on November 7, 2006, and
pursuant to Minnesota Statutes, section 297A.99, the city of North Mankato 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 imposition, administration, collection, and enforcement of the taxes authorized under
this subdivision.
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Subd. 2. Use of revenues. Revenues received from the tax authorized by subdivision 1 must be used to pay al
or part of the capital costs of the following projects:

(1) thelocal share of the Trunk Highway 14/County State Aid Highway 41 interchange project;

(2) development of regiona parks and hiking and biking trails;

(3) expansion of the North Mankato Taylor Library;

(4) riverfront redevel opment; and

(5) lake improvement projects.

The total amount of revenues from the tax in subdivision 1 that may be used to fund these projects is $6,000,000
plus any associated bond costs.

Subd. 3. Bonds. (a) The city of North Mankato, pursuant to the approval of the voters at the November 7, 2006,
referendum_authorizing the imposition of the taxes in this section, may issue bonds under Minnesota Statutes,
chapter 475, to pay capital and administrative expenses for the projects described in subdivision 2, in an amount that
does not exceed $6,000,000. A separate e ection to approve the bonds under Minnesota Statutes, section 475.58, is

not required.

(b) 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 and interest on the bonds is not subject
to any levy limitation.

Subd. 4. Termination of taxes. Thetax imposed under subdivision 1 expires when the city council determines
that the amount of revenues received from the taxes to pay for the projects under subdivision 2 first equals or
exceeds $6,000,000 plus the additional amount needed to pay the costs related to issuance of bonds under
subdivision 3, including interest on the bonds. Any funds remaining after completion of the projects and retirement
or redemption of the bonds must be placed in a capital facilities and equipment replacement fund of the city. The
tax imposed under subdivision 1 may expire at an earlier timeif the city so determines by ordinance.

EFFECTIVE DATE. This section is effective the day after compliance by the governing body of the city of
North Mankato with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 39. STUDY OF SALESAND USE TAX.

(&) The commissioner of revenue shall study the current sales and use tax base in Minnesota and provide a
written report and recommendations to the legislature, in compliance with Minnesota Statutes, sections 3.195 and
3.197, by February 1, 2008. The study must report on:

(1) the changes needed in the current sales tax base to move to a tax based soldy on final consumption of all
consumer goods and services, with no taxation of intermediate inputs to busi nesses;

(2) the estimated change in state revenues for each of the changes identified in clause (1), along with the sales
tax rate change that would be needed to make the changes revenue-neutral;

(3) legal, administrative, and collection issues that would be associated with the changes identified in clause (1),
including interaction with other existing state taxes;
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(4) the effect of the changes identified in clause (1) on the incidence of the sales tax system and the overall state
and local tax system;

(5) the effect of changes on efficiency and the competitiveness of Minnesota as a location for business and
investment; and

(6) dternatives for rebating or refunding a portion of the tax to offset any increase in regressivity identified

under clause (4).

(b) The study must make recommendations on:

(1) sdes tax base expansions to move the state toward a system where the tax applies to the majority of final
purchases of goods and services by consumers while minimizing administrative and collection issues;

(2) the sales tax rate change that would be needed to keep the sales tax system revenue neutral under clause (1);
and

(3) sales tax base exemptions to minimize the state taxation of intermediate business inputs while minimizing
administrative and collection issues.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

ARTICLE 7
ECONOMIC DEVELOPMENT

Section 1. Minnesota Statutes 2006, section 268.19, subdivision 1, isamended to read:

Subdivision 1. Use of data. (a) Except as otherwise provided by this section, data gathered from any person
pursuant to the administration of the Minnesota Unemployment Insurance Law are private data on individuas or
nonpublic data not on individuals as defined in section 13.02, subdivisions 9 and 12, and may not be disclosed
except pursuant to a district court order or section 13.05. A subpoena shall not be considered a district court order.
These data may be disseminated to and used by the following agencies without the consent of the subject of the data:

(1) state and federal agencies specifically authorized access to the data by state or federal law;

(2) any agency of any other gate or any federal agency charged with the administration of an unemployment
insurance program;

(3) any agency responsible for the maintenance of a system of public employment offices for the purpose of
assigting individual sin obtaining employment;

(4) human rights agencies within Minnesota that have enforcement powers,
(5) the Department of Revenue only to the extent necessary for its duties under Minnesota laws;

(6) public and private agencies responsible for administering publicly financed assistance programs for the
purpose of monitoring the digibility of the program'srecipients;
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(7) the Department of Labor and Industry and the Division of Insurance Fraud Prevention in the Department of
Commerce on an interchangeable basis with the department for uses consistent with the administration of their
duties under Minnesota law;

(8) local and state welfare agencies for monitoring the digibility of the data subject for assistance programs, or
for any employment or training program administered by those agencies, whether alone, in combination with
another welfare agency, or in conjunction with the department or to monitor and evaluate the statewide Minnesota
family investment program by providing data on recipients and former recipients of food stamps or food support,
cash assistance under chapter 256, 256D, 256J, or 256K, child care assistance under chapter 119B, or medical
programs under chapter 256B, 256D, or 256L ;

(9) local and state welfare agencies for the purpose of identifying employment, wages, and other information to
assist in the collection of an overpayment debt in an assistance program;

(10) local, state, and federal law enforcement agencies for the sole purpose of ascertaining the last known
address and employment location of a person who is the subject of a criminal investigation;

(11) the federal Immigration and Naturalization Service shall have access to data on specific individuals and
specific employers provided the specific individual or specific employer is the subject of an investigation by that
agency; and

(12) the Department of Health solely for the purposes of epidemiologic investigations:; and

(13) the state auditor to the extent necessary to conduct audits of job opportunity building zones as required
under section 469.3201.

(b) Data on individuas and employers that are collected, maintained, or used by the department in an
investigation pursuant to section 268.182 are confidential asto data on individuals and protected nonpublic data not
on individuals as defined in section 13.02, subdivisions 3 and 13, and must not be disclosed except pursuant to
statute or district court order or to a party named in a criminal proceeding, administrative or judicial, for preparation
of a defense.

(c) Data gathered by the department pursuant to the administration of the Minnesota unemployment insurance
program must not be made the subject or the basis for any suit in any civil proceedings, administrative or judicial,
unless the action isinitiated by the department.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2006, section 270B.15, is amended to read:

270B.15 DISCLOSURE TO LEGISLATIVE AUDITORAND STATE AUDITOR.

(a8) Returns and return information must be disclosed to the legidative auditor to the extent necessary for the
legidative auditor to carry out sections 3.97 to 3.979.

(b) The commissioner must disclose return information, including the report required under section 289A.12,
subdivision 15, to the state auditor to the extent necessary to conduct audits of job opportunity building zones as
required under section 469.3201.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 3. Minnesota Statutes 2006, section 272.02, subdivision 64, is amended to read:

Subd. 64. Job opportunity building zone property. (@) Improvementsto real property, and personal property,
classified under section 273.13, subdivision 24, and located within ajob opportunity building zone, designated under
section 469.314, are exempt from ad valorem taxes levied under chapter 275.

(b) Improvements to real property, and tangible persona property, of an agricultural production facility located
within an agricultural processing facility zone, designated under section 469.314, is exempt from ad valorem taxes
levied under chapter 275.

(c) For property to qualify for exemption under paragraph (a), the occupant must be a qualified business, as
defined in section 469.310.

(d) The exemption applies beginning for the first assessment year after designation of the job opportunity
building zone by the commissioner of employment and economic development. The exemption applies to each
assessment year that begins during the duration of the job opportunity building zone. To be exempt, the property
must be occupied by July 1 of the assessment year by a qualified business that has signed the business subsidy
agreement and relocation agreement, if required, by July 1 of the assessment year. This exemption does not apply
to:

(1) the levy under section 475.61 or similar levy provisions under any other law to pay genera obligation bonds;
or

(2) alevy under section 126C.17

EFFECTIVE DATE. Thissection is effective beginning for taxes payable in 2008.

Sec. 4. Minnesota Statutes 2006, section 289A.12, is amended by adding a subdivision to read:

Subd. 15. Report of job opportunity zone benefits; penalty for failure to filereport. (a) By October 15 of
each vear, every qualified business, as defined under section 469.310, subdivision 11, must file with the
commissioner, on a form prescribed by the commissioner, a report listing the tax benefits under section 469.315
received by the business for the previous year.

(b) The commissioner shall send notice to each business that fails to timely submit the report required under
paragraph (a). The notice shall demand that the business submit the report within 60 days. Where good cause
exists, the commissioner may extend the period for submitting the report as long as a request for extension is filed
by the business before the expiration of the 60-day period. The commissioner shall natify the commissioner of the
Department of Employment and Economic Development and the appropriate job opportunity subzone administrator
whenever noticeis sent to a business under this paragraph.

(c) A business that fails to submit the report as required under paragraph (b) is no longer a qualified business
under section 469.310, subdivision 11, and is subject to the repayment provisions of section 469.319.

EFFECTIVE DATE. Thissection is effective beginning with reports required to be filed October 15, 2008.

Sec. 5. Minnesota Statutes 2006, section 469.169, is amended by adding a subdivision to read:

Subd. 18. Additional border city allocations, 2007. (&) In addition to tax reductions authorized in
subdivisions 7 to 17, the commissioner shall alocate $750,000 for tax reductions to border city enterprise zones in
cities located on the western border of the state. The commissioner shall make allocations to zones in cities on the
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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 taxes imposed on or remitted by businesses located in the
enterprise zone, but only if the municipality determines that the granting of the tax reduction or offset is necessary in
order to retain a business within or attract a business to the zone. The city alternatively may elect to use any portion
of the alocation provided in this paragraph for tax reductions under section 469.1732 or 469.1734.

(b) The commissione shall alocate $750,000 for tax reductions under section 469.1732 or 469.1734 to cities
with border city enterprise zones located on the western border of the state. The commissioner shall allocate this
amount among the cities on a per capita basis. The city alternatively may dect to use any portion of the allocation
provided in this paragraph for tax reductions as provided in section 469.171.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 6. Minnesota Statutes 2006, section 469.174, subdivision 10, is amended to read:

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

(1) parcels consisting of 70 percent of the area of the digtrict 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 substantia renovation or clearance;

(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;

(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) arelocated adjacent torail facilities; and

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

(b) For purposes of this subdivision, "structuraly substandard" shal mean containing defects in structura
elements or a combination of deficiencies in essential 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, eectrica, or
structura repairs, or other smilar reliable evidence. The municipality may not make such a determination without
an interior ingpection 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
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obtain permission from the party that owns or controls the property; and (2) the evidence otherwise supports a
reasonable conclusion that the building is structurdly substandard. Items of evidence that support such a conclusion
include recent fire or police ingpections, 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). Failure
of a building to be disqualified under the provisions of this paragraph is a necessary, but not a sufficient, condition
to determining that the building is substandard.

(d) A parcd is deemed to be occupied by a structurally substandard building for purposes of the finding under
paragraph (a) or by the improvements described in paragraph (€) if al of the following conditions are met:

(2) the parcel was occupied by a substandard building or met the requirements of paragraph (€), asthe case may
be, within three years of the filing of the request for certification of the parcel as part of the district with the county
auditor;

(2) the substandard building was or the improvements described in paragraph (€) were demolished or removed
by the authority or the demalition 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 removal that the parcel was occupied by a
structurally substandard building or met the requirements of paragraph (€) and that after demolition and clearance
the authority intended to include the parcel within adidrict; and

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

(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 parce 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 quaify as a redevel opment
district under paragraph (a) to beincluded in the district, and the entire area of the district must satisfy paragraph (a).

EFFECTIVE DATE. Thissection is effective for requests for certification made after June 30, 2007.

Sec. 7. Minnesota Statutes 2006, section 469.174, subdivision 10a, is amended to read:

Subd. 10a. Renewal and renovation district. (a) "Renewal and renovation district” means a type of tax
increment financing district consisting of a project, or portions of a project, within which the authority finds by
resolution that:

(1)(i) 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; (ii) 20 percent of the buildings are structurally substandard; and
(iii) 30 percent of the other buildings require substantial renovation or clearance to remove existing conditions such
as. inadeguate street layout, incompatible uses or land use relationships, overcrowding of buildings on the land,
excessive dwelling unit density, obsolete buildings not suitable for improvement or conversion, or other identified
hazards to the health, safety, and general well-being of the community; and

(2) the conditions described in clause (1) are reasonably distributed throughout the geographic area of the
digtrict.
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(b) For purposes of determining whether a building is structurally substandard, whether parcels are occupied by
buildings, streets, utilities, paved or gravel parking lots, or other similar structures, or whether noncontiguous areas
qualify, the provisions of subdivision 10, paragraphs {€};-(€};-and_(b) through (f) apply.

EFFECTIVE DATE. Thissection is effective for requests for certification made after June 30, 2007.

Sec. 8. Minnesota Statutes 2006, section 469.174, subdivision 27, isamended to read:

Subd. 27. Small city. "Small city" means any home rule charter or statutory city that has a population of 5,000
or less and that is located ten miles or more from a home rule charter or statutory city, located in this state, with a
population of 10,000 or more. For purposes of this definition, the distance between cities is measured by drawing a
straight line from the nearest boundaries of the two cities. 1n calculating the distance between cities, the city may
use any boundaries of the city with a population of 10,000 or more that were in effect during the ten-year period
ending on the last day of the calendar year previous to the year in which the request for certification is made.

EFFECTIVE DATE. This section is effective for requests for certification made after the day following final
enactment.

Sec. 9. Minnesota Statutes 2006, section 469.175, subdivision 1, is amended to read:

Subdivision 1. Tax increment financing plan. (@) A tax increment financing plan shall contain:

(1) a statement of objectives of an authority for the improvement of a project;

(2) a statement as to the devel opment program for the project, including the property within the project, if any,
that the authority intends to acquire, identified by parcel number, identifiable property name, block, or other
appropriate means indicating the areain which the authority intends to acquire properties;

(3) alist of any devel opment activities that the plan proposes to take place within the project, for which contracts
have been entered into at the time of the preparation of the plan, including the names of the parties to the contract,
the activity governed by the contract, the cost stated in the contract, and the expected date of completion of that
activity;

(4) identification or description of the type of any other specific devel opment reasonably expected to take place
within the project, and the date when the development is likely to occur;

(5) estimates of the following:

(i) cost of the project, including administrative expenses, except that if part of the cost of the project is paid or
financed with increment from the tax increment financing district, the tax increment financing plan for the district
must contain an estimate of the amount of the cost of the project, including administrative expenses, that will be paid
or financed with tax increments from the district;

(i) amount of bonded indebtedness to be incurred;

(i) sources of revenue to finance or otherwise pay public costs,

(iv) the most recent net tax capacity of taxable real property within the tax increment financing district and
within any subdistrict;

(v) the estimated captured net tax capacity of the tax increment financing district at completion; and
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(vi) the duration of the tax increment financing district's and any subdistrict's existence;

(6) statements of the authority's alternate estimates of the impact of tax increment financing on the net tax
capacities of al taxing jurisdictions in which the tax increment financing district islocated in whole or in part. For
purposes of one statement, the authority shall assume that the estimated captured net tax capacity would be available
to the taxing jurisdictions without creation of the district, and for purposes of the second statement, the authority
shall assume that none of the estimated captured net tax capacity would be available to the taxing jurisdictions
without creation of the district or subdistrict;

(7) identification and description of studies and analyses used to make the determination set forth in subdivision
3, clause (2); and

(8) identification of all parcelsto beincluded in the district or any subdistrict.
(b) The authority may specify in the tax_increment financing plan the first year in which it elects to receive

increment, up to four years following the year of approva of the district. This paragraph does not apply to an
economic development district.

EFFECTIVE DATE. This section is effective for disricts for which the request for certification is made after
June 30, 2007.

Sec. 10. Minnesota Statutes 2006, section 469.175, subdivision 3, isamended to read:

Subd. 3. Municipality approval. (a) A county auditor shall not certify the original net tax capacity of a tax
increment financing digtrict until the tax increment financing plan proposed for that district has been approved by
the municipality in which the district is located. 1f 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 municipaity 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.

(b) 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:

(2) that the proposed tax increment financing digrict is aredevelopment digtrict, arenewal or renovation district,
a housing district, a soils condition district, or an economic development district; if the proposed district is a
redevel opment district or arenewal or renovation didrict, the reasons and supporting facts for the determination that
the district meets the criteria of section 469.174, subdivision 10, paragraph (8), 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, in the opinion of the municipality:

(i) the proposed development or redevelopment would not reasonably be expected to occur soldy through
private investment within the reasonably foreseeable future; and
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(ii) 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 reguirements of this item do not apply if the district is a gualified housing
district;

(3) that the tax increment financing plan conforms to the genera plan for the development or redevel opment of
the municipality as awhole;

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

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

(c) When the municipdity 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 be conclusive
of the findings therein and of the public need for the financing.

(d) For a district that is subject to the requirements of paragraph (b), clause (2), item (ii), the municipality's
statement of reasons and supporting facts must include al of the following:

(1) an estimate of the amount by which the market value of the site will increase without the use of tax increment
financing;

(2) an estimate of the increase in the market value that will result from the development or redevel opment to be
assisted with tax increment financing; and

(3) the present value of the projected tax increments for the maximum duration of the district permitted by the
tax increment financing plan.

(e) For purposes of this subdivision, "site" means the parcels on which the devel opment or redevel opment to be
assisted with tax increment financing will be located.

EFFECTIVE DATE. This section is effective the day following final enactment and applies to al districts,
regardless of when therequest for certification was made.

Sec. 11. Minnesota Statutes 2006, section 469.176, subdivision 1, isamended to read:

Subdivision 1. Duration of tax increment financing digtricts. (a) Subject to the limitations contained in
subdivisions lato 1f, any tax increment financing digtrict as to which bonds are outstanding, payment for which the
tax increment and other revenues have been pledged, shall remain in existence at least as long as the bonds continue
to be outstanding. The municipality may, at the time of approval of the initia tax increment financing plan, provide
for one or both of the following:

(1) a shorter maximum duration limit than specified in subdivisions 1ato 1f:;

(2) an dection as provided under section 469.175, subdivision 1, paragraph (b).
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The specified limit applies in place of the otherwise applicable limit, unless the authority modifies the plan
following the procedures under section 469.175, subdivision 4, paragraph (b).

(b) The tax increment pledged to the payment of the bonds and interest thereon may be discharged and the tax
increment financing district may be terminated if sufficient funds have been irrevocably deposited in the debt
service fund or other escrow account held in trugt for all outstanding bonds to provide for the payment of the bonds
at maturity or date of redemption and interest thereon to the maturity or redemption date.

() For bonds issued pursuant to section 469.178, subdivisions 2 and 3, the full faith and credit and any taxing
powers of the municipality or authority are pledged to the payment of the bonds until the principa of and interest on
the bonds has been paid in full.

EFFECTIVE DATE. This section is effective for disricts for which the request for certification is made after
June 30, 2007.

Sec. 12. Minnesota Statutes 2006, section 469.176, subdivision 2, is amended to read:

Subd. 2. Excessincrements. (a) The authority shall annually determine the amount of excess increments for a
digtrict, if any. This determination must be based on the tax increment financing plan in effect on December 31 of
the year and the increments and other revenues received as of December 31 of the year. The authority must spend or
return the excess increments under paragraph (¢) within nine months after the end of the year.

(b) For purposes of this subdivision, "excess increments' egual s the excess of:

(1) total increments collected from the district since its certification, reduced by any excess increments paid
under paragraph (c), clause (4), for aprior year, over

(2) the total costs authorized by the tax increment financing plan to be paid with increments from the district,
reduced, but not below zero, by the sum of:

(i) the amounts of those authorized costs that have been paid from sources other than tax increments from the
district;

(ii) revenues, other than tax increments from the district, that are dedicated for or otherwise required to be used
to pay those authorized costs and that the authority hasreceived and that are not induded in item (i);

(iii) the amount of principal and interest obligations due on outstanding bonds after December 31 of the year and
not prepaid under paragraph (c) in aprior year; and

(iv) increased by the sum of the transfers of increments made under section 469.1763, subdivision 6, to reduce
deficitsin other districts made by December 31 of the year.

(c) Theauthority shall use excess increment only to do one or more of the following:
(1) prepay any outstanding bonds;
(2) discharge the pledge of tax increment for any outstanding bonds;

(3) pay into an escrow account dedicated to the payment of any outstanding bonds; or
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(4) return the excess amount to the county auditor who shal distribute the excess amount to the city or town,
county, and school district in which the tax increment financing district is located in direct proportion to their
respective local tax rates.

(d) For purposes of a district for which the request for certification was made prior to August 1, 1979, excess
increments equd the amount of increments on hand on December 31, less the principa and interest obligations due
on outstanding bonds or advances, qualifying under subdivision 1c, clauses (1), (2), (4), and (5), after December 31
of the year and not prepaid under paragraph (c).

(e) The county auditor must report to the commissioner of education the amount of any excess tax increment
distributed to a school district within 30 days of the distribution.

(f) For purposes of this subdivision, "outstanding bonds' means bonds which are secured by increments from the
district.

(g) The state auditor may exempt an authority from reporting the amounts cal culated under this subdivision for a
calendar year, if the authority certifies to the auditor in its report that the total amount authorized by the tax
increment plan to be paid with increments from the digtrict exceeds the sum of the total increments collected for the
district for all years by 20 percent.

EFFECTIVE DATE. This section is effective the day following final enactment and applies to all districts
regardless of when the request for certification was made, including districts for which the request for certification
was made on or before August 1, 1979.

Sec. 13. Minnesota Statutes 2006, section 469.176, subdivision 41, isamended to read:
Subd. 41. Prohibited facilities. (a) No tax increment from any district may be used for:
(1) acommons area used as a public park; or

(2) afacility used for social, recreational, or conference purposes.

(b) This subdivision does not apply to a privately owned facility for conference purposes or a parking structure,
whether it is public or privately owned or whether it isancillary to a uselisted in paragraph (a).

EFFECTIVE DATE. This section confirms the origina intent of the legisature in enacting Minnesota Statutes,
section 469.176, subdivision 41, and is effective the day following fina enactment and applies to any expenditure
subject to Minnesota Statutes, section 469.176, subdivision 4l.

Sec. 14. Minnesota Statutes 2006, section 469.176, subdivision 7, isamended to read:

Subd. 7. Parcels not includable in districts. (&) The authority may regquest inclusion in a tax increment
financing digtrict and the county auditor may certify the origina tax capacity of a parcel or a part of a parce that
qualified under the provisions of section 273.111 or 273.112 or chapter 473H for taxes payable in 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
sgquare footage) are a qualified manufacturing facility or a qualified distribution facility or a combination of both; or

(2) a gualitied housing district.
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(b)(1) A distribution facility means buildings and other improvements to rea property that are used to conduct
activitiesin at least each of the following categories:

(i) to store or warehouse tangible personal property;

(i) to take ordersfor shipment, mailing, or delivery;

(iii) to prepare persona property for shipment, mailing, or ddivery; 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 aqualified 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 a rate equal to or greater than 160 percent of the

federal minimum wage for individuals over the age of 20.

EFFECTIVE DATE. This section is effective the day following final enactment and applies to all districts
regardless of when therequest for certification was made.

Sec. 15. Minnesota Statutes 2006, section 469.1761, subdivision 1, is amended to read:

Subdivision 1. Requirement imposed. (&) In order for atax increment financing digtrict to qualify asahousing
district:

(2) theincome limitations provided in this section must be satisfied; and

(2) no more than 20 percent of the square footage of buildings that receive assistance from tax increments may
consist of commercial, retail, or other nonresidentia uses.

(b) The requirements imposed by this section apply to property receiving assistance financed with tax
increments, induding interest reduction, land transfers at less than the authority's cost of acquisition, utility service
or connections, roads, parking facilities, or other subsidies. The provisions of this section do not apply to districts
located in atargeted area as defined in section 462C.02, subdivision 9, clause (e).

(c) For purposes of the requirements of paragraph (a), the authority may eect to treat an addition to an existing
structure as a separate building if:

(1) construction of the addition begins more than three years after construction of the existing structure was
completed; and

(2) for an addition that does not meet the requirements of paragraph (a), clause (2), if it is treated as a separate
building, the addition was not contemplated by the tax increment financing plan which indudes the exising
structure.

EFFECTIVE DATE. This section is effective for expenditures of tax increment authorized and made after the
day following fina enactment, regardless of when the request for certification of the district was made.
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Sec. 16. Minnesota Statutes 2006, section 469.1763, subdivision 2, is amended to read:

Subd. 2. Expenditures outside district. (@) For each tax increment financing district, an amount equal to at
least 75 percent of the total revenue derived from tax increments paid by properties in the district must be expended
on activities in the didrict 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 total revenue
derived from tax increments paid by properties in the district may be expended, through a development fund or
otherwise, on activities outside of the district but within the defined geographic area of the project except to pay, or
secure payment of, debt service on credit enhanced bonds. For districts, other than redevelopment digtricts 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 digrict, 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 activitiesin the district.

(d) The authority may eect, 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
digtrict 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.
Expenditures that meet the requirements of this paragraph are legally permitted expenditures of the district,
notwithstanding section 469.176, subdivisions 4b, 4c, and 4j. To qualify for the increase under this paragraph, the
expenditures must:

(1) be used exclusively to assist housing that meets the requirement for a qualified low-income building, as that
termisused 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.

(e) For adigrict created within a biotechnology and hedth sciences industry zone as defined in section 469.330,
subdivision 6, or for an existing district located within such a zone, tax increment derived from such a district may
be expended outside of the district but within the zone only for expenditures required for the construction of public
infragtructure necessary to support the activities of the zone, land acquidtion, and other redevelopment costs as

defined in section 469.176, subdivision 4j. Public-infrastructure These expenditures are considered as expenditures
for activities within the district.

EFFECTIVE DATE. This section is effective for all districts located in bioscience zones, regardless of when
the request for certification was made.
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Sec. 17. Minnesota Statutes 2006, section 469.177, subdivision 1, isamended to read:

Subdivision 1. Original net tax capacity. (a) Upon or after adoption of a tax increment financing plan, the
auditor of any county in which the district is Stuated shall, upon request 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. The auditor shall
certify the amount within 30 days after receipt of the request and sufficient information to identify the parcels
included in the district. The certification relates to the taxes payabl e year as provided in subdivision 6.

(b) If the classification under section 273.13 of property located in a digtrict 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
useis changed asif the property had originally been classified in the same classin which it is classified after its use
is changed.

(c) The amount to be added to the original net tax capacity of the district asaresult of previously 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 the municipality approves 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 aresult of the authority acquiring the property through foreclosure or exercise of remedies under a lease or other
revenue agreement or as a result of tax forfeiture, the amount to be added to the original net tax capacity of the
digtrict as a result of the property again becoming taxable is the amount of the parcd's value that was included in
original net tax capacity when the parcel was first certified. The amount to be added to the origina net tax capacity
of the district as a result of enlargements equals the net tax capacity of the added rea 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) 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 isimproved or
market value is increased after approval of the plat under section 273.11, subdivision 14, 14a, or 14b, theincreasein
net tax capacity must be added to the original net tax capacity.

(e) The amount to be subtracted from the original net tax capacity of the district as aresult 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 digtrict. 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
digtrict and to the captured net tax capacity of the digtrict 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
therequest for certification of the authority and any modification thereof pursuant to section 469.175, subdivision 4.
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(f) If a parcel of property contained a substandard building_or improvements described in section 469.174,
subdivision 10, paragraph (€), that was were 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), or by improvements under
section 469.174, subdivision 10, paragraph (€), the auditor shal 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 or other improvements were demolished or removed, but applying the class rates
for the current year.

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

EFFECTIVE DATE. Thissection is effective for requests for certification made after June 30, 2007.

Sec. 18. Minnesota Statutes 2006, section 469.178, subdivision 7, isamended to read:

Subd. 7. Interfund loans. The authority or municipality may advance or loan money to finance expenditures
under section 469.176, subdivision 4, from its general fund or any other fund under which it haslegal authority to do
s0. Theloan or advance must be authorized, by resolution of the governing body or of the authority, whichever has
jurisdiction over the fund from which the advance or loan is made, before money is transferred, advanced, or spent,
whichever is earliest. The resolution may generally grant to the authority the power to make interfund loans under
one or more tax increment financing plans or for one or more districts. The terms and conditions for repayment of
the loan must be provided in writing and include, a a minimum, the principa amount, the interest rate, and
maximum term. The maximum rate of interest permitted to be charged islimited to the greater of the rates specified
under section 270C.40 or 549.09 as of the date the loan or advance is made, unless the written agreement states that
the maximum interest rate will fluctuate as the interest rates specified under section 270C.40 or 549.09 are from
time to time adjusted.

EFFECTIVE DATE. This section is effective the day following final enactment and applies to all districts
subject to Minnesota Statutes, section 469.178, subdivision 7, regardless of when the request for certification was
made.

Sec. 19. Minnesota Statutes 2006, section 469.1791, subdivision 3, is amended to read:

Subd. 3. Preconditions to establish district. (a) A city may establish a special taxing district within a tax
increment financing district under this section only if the conditions under paragraphs (b) and (c) are met or if the
City elects to exercise the authority under paragraph (d).

(b) The city has determined that:

(1) total tax increments from the district, including unspent increments from previous years and increments
transferred under paragraph (c), will be insufficient to pay the amounts due in a year on preexisting obligations; and

(2) this insufficiency of increments resulted from the reduction in property tax class rates enacted in the 1997
and 1998 | egidative sessions.

(c) The city has agreed to transfer any available increments from other tax increment financing digricts in the
city to pay the preexisting obligations of the digtrict under section 469.1763, subdivision 6. This requirement does
not apply to any available increments of a gualified housing district.
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(d) If atax increment financing digtrict does not qualify under paragraphs (b) and (c), the governing body may
elect to establish a special taxing district under this section. If the city elects to exercise this authority, increments
from the tax increment financing district and the proceeds of the tax imposed under this section may only be used to
pay preexisting obligations and reasonable administrative expenses of the authority for the tax increment financing
digtrict. The tax increment financing district must be decertified when all preexisting obligations have been paid.

EFFECTIVE DATE. This section is effective the day following final enactment and applies to districts
regardless of when therequest for certification was made.

Sec. 20. Minnesota Statutes 2006, section 469.310, is amended by adding a subdivision to read:

Subd. 11a. Qualified farm. "Quadlified farm" means a person actively engaged in farming, that invests in an
agricultural processing facility on the farm, and that:

(1) increases employment on the farm by a minimum of 25 percent of full-time employment in the first full year
of operation. The employment does not include family members, as defined in section 267(c)(4) of the Interna
Revenue Code of 1986, as amended;

(2) makes an investment egual to at |east ten percent of the previous year's gross revenue in the agricultural
processing facility;

(3) islocated outside the metropolitan area, as defined in section 473.121, subdivision 2; and

(4) entersinto a binding written agreement with the commissoner that:

(i) pledges the agricultural processing facility will meet the requirements of clauses (1) and (2); and

(ii) provides the repayment of all tax benefits enumerated under section 469.315 to the business under the
procedures in section 469.319, if the requirements of clauses (1) and (2) are not met for the taxable year or for taxes
payabl e during the year in which the requirements are not met; and

(iii) contains any other terms the commissioner deems appropriate.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 21. Minnesota Statutes 2006, section 469.312, is amended by adding a subdivision to read:

Subd. 6. Restrictions on relocations. (a) If a business relocates or intends to rel ocate under a proposed project
more than 25 full-time equivalent jobs from a location in Minnesota into a job opportunity building zone, the
business must notify the local government unit, the commissioner of employment and economic devel opment, and
the city and the county governments from which the jobs are being or would be relocated. A city or county that
objects to the relocation of jobs must file a copy of the resolution with the commissioner of employment and
economic development and thelocal unit of government.

(b) If the governing body of the city or county from which the jobs are being relocated adopts a qualified
resolution objecting to the relocation within 60 days after its receipt of the notice, the following rules apply until the
requirements of paragraph (c) are satisfied:

(1) if the business has not entered into a business subsidy agreement, the local unit of government may not enter
into a business subsidy agreement with the business; or
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(2) if thelocal unit of government has entered into a business subsidy agreement with the business, the business
ceases to be a qualified business, effective for the current taxable year, the current assessment year, and for taxable
purchases made after thefirst day of the month beginning after the filing of the objecting resol ution.

(c) To be aqualified resolution for purposes of this subdivision, the resolution must identify one or more sitesin
the city or county that could serve as an appropriate site for the facility proposed by the business. To satisfy this
reguirement a site must:

(1) be of adequate size;

(2) have appropriate transportation access, given the nature of the business;

(3) be served by adequate public infrastructure and public utilities or the governmenta unit will provide
reasonably necessary public infrastructure and public utilities for the project in atimey manner; and

(4) be under the ownership or control of either the governmental unit or the business or be available for sale.

(d) When each city and county that objected to the relocation rescinds its objection by resolution, the provisions
of paragraph (b) no longer apply to the business.

EFFECTIVE DATE. This section is effective the day following fina enactment and applies to business
subsidy agreements entered into after that date.

Sec. 22. Minnesota Statutes 2006, section 469.312, is amended by adding a subdivision to read:

Subd. 7. FARMZ: special rules. (a) Except as otherwise specifically provided in this subdivision, sections
469.310 to 469.320 apply to family agricultural revitaization zones designated under section 469.314, subdivision 1,

paragraph (d).

(b) Only the portion of a qualified farm that consists of the agricultural processing facility qualifies for the tax
incentives under section 469.315. In no case may the maximum amount of income that is exempt from the
individual income tax under section 469.316 or from the corporate franchise tax under section 469.317, exceed the
total income of the qualified farm multiplied by a fraction, the numerator of which isthe total income for the taxable
year minus the income of the qualified farm for the last full year of operation prior to the designation and the
denominator of which isthetotal income for the taxable year. In no case may the fraction be greater than one or less
than zero.

(c) A qudified farm is deemed to be a qualified business for purposes of the tax incentives under section
469.315.

(d) Only purchases of materials for use directly in the construction and operation of the agricultura processing
facility qualify for the sales tax exemption under section 297A.68, subdivision 37, and purchases of vehicles used
exclusively in connection with operation of the agricultura processing facility qualify for the motor vehicle sales tax
exemption under section 297B.03.

(e) Payrall attributed to payment of family members, as defined in section 267(c)(4) of the Internal Revenue
Code, does not qualify for the jobs credit under section 469.318.

EFFECTIVE DATE. Thissection is effective the day following final enactment.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4559

Sec. 23. Minnesota Statutes 2006, section 469.314, subdivision 1, isamended to read:

Subdivision 1. Commissioner to designate. (& The commissioner, in consultation with the commissioner of
revenue, shal designate not more than ten job opportunity building zones. In making the designations, the
commissioner shal consder need and likdihood of success to yield the most economic development and
revitalization of economically distressed rura areas of Minnesota.

(b) In addition to the designations under paragraph (a), the commissioner may, in consultation with the
commissioners of agriculture and revenue, designate up to five agricultural processing facility zones.

(c) The commissioner may, upon designation of a zone, modify the devel opment plan, including the boundaries
of the zone or subzones, if in the commissioner's opinion amodified plan would better meet the objectives of the job
opportunity building zone program. The commissioner shal notify the applicant of the modification and provide a
statement of thereasons for the modifications.

(d) Upon application by a qualified farm, the commissioner may transfer the designation of one or more parcels
in a job opportunity building zone to the site of the qualified farm. Such a site is designated a farm agricultura
revitdization zone. The authority to transfer designation of parcels applies only to parcels on which no qualified
businessis located when the transfer is made. At least 30 days prior to executing the transfer of the designation, the
commissioner must notify the zone administrator and the local government in which the parcel proposed to be
transferred is located for advice and comment. Before transferring the designation of a parcel to the site of a
qualified farm, the commissioner shall consult with the commissioner of revenue and shall consider the need for tax
incentives to make the project feasible and the likelihood of success of the project. A transferred parcel is subject to
the duration limit that applies to the original zone. The transferred parcel is not subject to reporting by the local
government under section 469.320.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 24. Minnesota Statutes 2006, section 469.3201, is amended to read:

469.3201 JOBZEXPENDIHURELHVHTFATHONS—AUDIFS _STATE AUDITOR; AUDITS OF JOB
OPPORTUNITY BUILDING ZONES AND BUSINESS SUBSIDY AGREEMENTS.

The Tax Increment Financing, Investment and Finance Division of the Office of the State Auditor must annually
audit the creation and operation of all job opportunity building zones and business subsidy agreements entered into
under Minnesota Statutes, sections 469.310 to 469.320. To the extent necessary to perform this audit, the state
auditor may request from the commissioner of revenue tax return information of taxpayers who are dligible to
receive tax benefits authorized under section 469.315. To the extent necessary to perform this audit, the state
auditor may request from the commissioner of employment and economic development wage detail report
information required under section 268.044 of taxpayers eigible to receive tax benefits authorized under section
469.315.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 25. [469.350] BIOSCIENCE BUSINESS GRANTS.

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

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

(c) "Qualified bioscience business venture' means a business that satisfies all of the following conditions:
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(1) the business has its headquartersin Minnesota;

(2) at least 51 percent of the business's employees are employed in Minnesota;

(3) thebusinessis engaged in, or is committed to engagein:

(i) manufacturing, processing, or assembling biotechnology or medical device products, including biotechnol ogy
and device products for use in agriculture;

(ii) conducting research in and devel opment of biotechnology or medical device products or services; or

(iii) developing anew biotechnology or medical device product or business process;

(4) the business is not engaged in real estate development, insurance, banking, lending, lobbying, palitical
consulting, wholesale or retail trade, leisure, hospitality, transportation, construction, or professional services
provided by attorneys, accountants, business consultants, physicians, or health care consultants;

(5) the business has fewer than 25 employess;

(6) the business has been in operation for fewer than ten consecutive years,

(7) the business has not previoudy received a grant under this section;

(8) the business has | ess than $1,000,000 in annual gross sales receipts;

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

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

(d) "Private equity investments' means investments from individuals or pass-through entities who do not own,
control, or hold power to vote 20 percent or more of the outstanding securities of the qualified business venture.

Subd. 2. Bioscience grants authorized. The commissioner is authorized to make grants to qualified bioscience
business ventures that have obtained at least $100,000 in private equity investments. The grant amount eguals 25
percent of private equity investments obtained by the gualified bioscience business venture, up to a maximum grant
of $100,000.

Subd. 3. Application; preliminary certification. (a) A qualified bioscience business venture must apply to the
commissioner in order to receive a grant. The application must be in a form and manner prescribed by the
commissioner. The application must include information on:

(1) private equity investments of at |east $100,000 obtained or anticipated by the business venture;

(2) the technology under devel opment;

(3) thetechnology's potentia merits; and

(4) the purposes for which the business will use the grant.
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(b) The commissioner shall establish agrant evaluation team comprised of not |ess than five members including:

(1) the commissioner or the commissioner's designee or designess,

(2) representatives of one or more bi oscience businesses,

(3) representatives of one or more private investment companies,

(4) representatives of one or more nonprofit entities that meets the requirements of section 501(c)3 or 501(c)6 of
the Internal Revenue Code.

(c) The grant evaluation team must evaluate applications for grants using criteria agreed on by the team,
including but not limited to:

(1) the scientific merit of the business venture;

(2) the market potential of the business venture;

(3) the potential for job creation of the business venture; and

(4) the ability of the business venture to attract private investment.

The team may consult with outside experts, as needed, to best evaluate applications. The team must recommend
applications for preliminary certification to the commissioner and may only recommend applications that have
obtained or anticipate obtaining at least $100,000 in private equity investments.

(d) The commissioner must make preliminary certification of applications recommended by the grant evaluation
team semiannually during a fiscal year, with not more than $500,000 of preliminary certifications issued each time,
unless preliminary certifications for that fiscal year have been cancelled as provided under subdivision 4. The
preliminary certification reserves a grant equal to 25 percent of the private equity investments up to the maximum of
$100,000.

(e) The grant evaluation team and any outside experts consulted by the grant evaluation team must handle grant
applications in accordance with the requirements of chapter 13. The grant applicant's name, address, and amount
reguested is classified as public data. All other data contained in a grant application is classified as nonpublic data,
as defined in section 13.02, subdivision 9, or private data on individuals, as defined in section 13.02, subdivision 12.

Subd. 4. Award of grant. (a) A qualified bioscience business venture that has received preiminary
certification under subdivision 3 must demonstrate to the commissioner receipt of the specified amount of private
equity investments within 30 days of receiving preliminary certification.

(b) The commissioner must provide a grant equal to 25 percent of private equity investments up to the maximum
grant of $100,000 within 30 days of verifying that the qualified bi oscience business venture has received the private
equity investments. The commissioner may not award more than $1,000,000 in grants during the fiscal year.

(c) If a qualified bioscience business venture fails to demonstrate receipt of the specified amount of private
equity investments within 30 days of receiving preliminary certification, the preliminary certification is cancelled
and the reserved grant amount is available to the commissioner for grants to other qualified bioscience business
ventures.
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Subd. 5. Repayment obligation. (a) A gudified bioscience business venture must repay the amount of the
grant received under this section during the current year and four preceding yearsif it:

(1) no longer hasits headquartersin Minnesota; or

(2) no longer employs at least 51 percent of its employees in Minnesota.

(b) A qualified bioscience venture that ceases business operations is not subject to the repayment obligation in
this subdivision.

Subd. 6. Report. By February 1 of each year the commissioner must report to the committees of the legidature
with jurisdiction over bioscience and technology issues, in compliance with sections 3.195 and 3.197, on the number
and amount of grants awarded under this section, the activities of grant recipients, and the geographic distribution of
businesses receiving grants.

Sec. 26. Laws 1994, chapter 587, article 9, section 14, subdivision 1, is amended to read:

Subdivision 1. Establishment. The city of Brooklyn Center may establish an a redevelopment tax increment
financing district in which 15 percent of the revenues generated from tax increment in any year is deposited in the
housing and environmental remediation development account of the authority and expended according to the tax
increment financing plan.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 27. Laws 1994, chapter 587, article 9, section 14, subdivision 2, is amended to read:

Subd. 2. Eligible activities. The authority must identify in the plan the housing activities that will be assisted
by the housing and environmental remediation development account. Housing activities may include rehabilitation,
acquisition, construction, demalition, and financing of new or existing single family or multifamily housing.
Housing and environmental remediation activities listed in the plan need not be located within the district or project

area but must be activities that meet the income requirements of-a-—qualified-housing-distriet under Minnesota
Statutes, section 273:1399-or 469.1761;-subdivision-2.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 28. Laws 1994, chapter 587, article 9, section 14, subdivision 3, is amended to read:

Subd. 3. Housing account. Tax increment to be expended for housing and environmental remediation activities
under this section must be segregated by the authority into a special account on its official books and records. The
account may also receive funds from other public and private sources.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 29. Laws 1995, chapter 264, article 5, section 44, subdivision 4, as amended by Laws 1996, chapter 471,
article 7, section 21, and Laws 1997, chapter 231, article 10, section 12, is amended to read:

Subd. 4. Authority. For housing replacement projects in the city of Crystal, "authority” means the Crystal
economic devel opment authority. For housing replacement projects in the city of Fridley, "authority" means the
housing and redevelopment authority in and for the city of Fridley or a successor in interest. For housing
replacement projects in the city of Minneapolis, "authority" means the Minneapolis community devel opment agency
or its successors and assigns.  For housing replacement projects in the city of St. Paul, "authority”" means the S. Paul
housing and redevel opment authority. For housing replacement projectsin the city of Duluth, "authority” means the
Duluth economic development authority. For housing replacement projects in the city of Richfidd, "authority” is
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the authority as defined in Minnesota Statutes, section 469.174, subdivision 2, that is designated by the governing
body of the city of Richfield. For housing replacement projects in the city of Columbia Heights, "authority” is the
authority as defined in Minnesota Statutes, section 469.174, subdivision 2, that is designated by the governing body
of the city of Columbia Heights.

EFFECTIVE DATE. This section is effective the day following final enactment and upon compliance by the
governing body of the city of Minneapolis with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 30. Laws 1995, chapter 264, article 5, section 45, subdivision 1, as amended by Laws 1996, chapter 471,
article 7, section 22, and Laws 1997, chapter 231, article 10, section 13, and Laws 2002, chapter 377, article 7,
section 6, isamended to read:

Subdivision 1. Creation of projects. (a) An authority may create a housing replacement project under sections
44 10 47, as provided in this section.

(b) For the cities of Crystal, Fridley, Richfield, and Columbia Heights, the authority may designate up to 50
parcesin the city to be included in a housing replacement district. No more than ten parcels may be included in
year one of the district, with up to ten additional parcels added to the district in each of the following nine years. For
the cities of Minneapelis; S. Paul; and Duluth, each authority may designate not more than 200 parcelsin the city to
be included in a housing replacement digtrict over the life of the district. For the city of Minneapalis, the authority
may designate not more than 300 parcels in the city to be included in a housing replacement digtrict over the life of
the digtrict. The only parcels that may be included in a digtrict are (1) vacant sites, (2) parcels containing vacant
houses, or (3) parcels containing houses that are structurally substandard, as defined in Minnesota Statutes, section
469.174, subdivision 10.

(c) The city in which the authority is located must pay at least 25 percent of the housing replacement project
costs from its general fund, a property tax levy, or other unrestricted money, not including tax increments.

(d) The housing replacement district plan must have as its sol e object the acquisition of parcelsfor the purpose of
preparing the site to be sold for market rate housing. As used in this section, "market rate housing” means housing
that has a market val ue that does not exceed 150 percent of the average market value of single-family housing in that
municipality.

EFFECTIVE DATE. This section is effective the day following final enactment and upon compliance by the
governing body of the city of Minneapolis with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 31. EAGAN; TAX INCREMENT FINANCING.

Subdivison 1. Establishment. (a) The city of Eagan may establish within the corporate boundaries of the city
one or more economic devel opment tax increment financing districts subject to the special rules under subdivision 2.
The didricts must be located within the area described in paragraph (b).

(b) For purposes of this section, the "ared” is defined as Section 13, Township 27, Range 23, Dakota County,
Minnesota.

Subd. 2. Special rules. (a) If the city ects upon adoption of the tax increment financing plan for the district,
the rules under this subdivision apply to the didtrict.

(b) The limitations in Minnesota Statutes, section 469.176, subdivision 4c, on spending increment for
developments more than 15 percent of the square footage of which is used for purposes other than those listed in that
subdivision, do not apply.
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(c) Increments may be expended on parking, including structured parking, wetland mitigation, sanitary sewer,
storm sewer, water, and stregt improvements inside and outside the area defined in subdivision 1, paragraph (b),
wherever located, whether or not included in atax increment financing district, and without regard to any limitations
in Minnesota Statutes, section 469.1763, subdivision 2, if the improvements are related to development within the
area defined in subdivision 1, paragraph (b), and on administrative expenses.

Subd. 3. Business subsidy agreement required. Prior to approval of a tax increment financing plan for a
district authorized by this section, the city must enter a business subsidy agreement with therecipient or beneficiary
of expenditures of the increments. The agreement must set minimum full-time employment goals, minimum
compensation amounts of the employment positions, and minimum investment amounts for the project and must
provide for repayment of all or part of the assistance, if the established goals are not met by the recipient or
beneficiaries.

Subd. 4. Expiration. The authority to approve tax increment financing plans to establish tax increment
financing districts under this section expires on December 31, 2008.

EFFECTIVE DATE. This section is effective upon compliance by the city of Eagan with Minnesota Statutes,
section 645.021.

Sec. 32. TAXINCREMENT FINANCING; CITY OF DAYTON.

Subdivision 1. Authority. The city of Dayton may establish an economic devel opment tax increment financing
district under the authority provided in this section. The city may include area with the jurisdiction of the town of
Hassan to the extent authorized by ajoint powers agreement with the town. This district must be established within
the area defined in subdivision 2 and is subject to the special rules under subdivision 3.

Subd. 2. Defined area. The didrict must be established within the area defined as the southwestern corner of
the city of Dayton bounded by Brockton Lane (also known as Hennepin County Road 101) to the west, 109th
Avenue North to the south, Hennepin County Highway 81 diagonally to the north and east from 109th Avenue
northwesterly to aline 120 feet east of the extension of Y ork Avenue northerly to aline 120 feet north of Gay Wood
Drive and then west to Brockton Lane (Hennepin County Road 101). The area within the jurisdiction of the town of
Hassan that may be included in the district is limited to and defined as all the land within the town of Hassan north
of 109th Avenue North, east of Fletcher Lane (aso know as Hennepin County Road 116), south of 1-94 and west of
Brockton Lane (Hennepin County Road 101).

Subd. 3. Special rules. The district is subject to the rules under Minnesota Statutes, sections 469.174 to
469.1799, with the following exceptions:

(1) the city need not make the findings required by Minnesota Statutes, section 469.174, subdivision 12;

(2) therestrictions on the expenditures of increments under Minnesota Statutes, section 469.176, subdivision 4c,
do not apply;

(3) the provisions of Minnesota Statutes, section 469.176, subdivision 5, do not apply to the district;

(4) the provisions of Minnesota Statutes, section 469.176, subdivision 7, do not apply to the district;

(5) the didrict's tax increments must be used only to pay for the costs related to Brockton interchange project,
including land acquisition, public infrastructure, and administrative costs, which are limited to ten percent of the
improvement cost, whether paid directly or to reimburse for payment of those costs or to repay bonds or other
obligationsissued and sold to pay those costsinitidly;
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(6) for purposes of any joint powers agreement authorized by this section, the town of Hassan is deemed to have
al the powers of an authority, as defined in Minnesota Statutes, section 469.174, subdivision 2; and

(7) tax increments for the districts must be computed using an original local tax rate equal to 80 percent of the
rate under Minnesota Statutes, section 469.177, subdivision la.

EFFECTIVE DATE. This section is effective upon compliance by the governing body of the city of Dayton
and by the board of supervisors of the town of Hassan with Minnesota Statutes, section 645.021.

Sec. 33. CITY OF FRIDLEY; TAX INCREMENT FINANCING DISTRICT; SPECIAL RULES

(a) If the city €lects upon the adoption of atax increment financing plan for adistrict, the rules under this section
apply to a redevelopment tax increment financing district established by the city of Fridley or the housing and
redevelopment authority of the city. The redevelopment tax increment district includes the following parcels and
adjacent railroad property and shall be referred to as the Northstar Transit Station District:  parcel numbers
223024120010, 223024120009, 223024120017, 223024120016, 223024120018, 223024120012, 223024120011,
223024120005, 223024120004, 223024120003, 223024120013, 223024120008, 223024120007, 223024120006,
223024130005, 223024130010, 223024130011, 223024130003, 153024440039, 153024440037, 153024440041,
153024440042, 223024110013, 223024110016, 223024110017, 223024140008, 223024130002, 223024420004,
223024410002, 223024410003, 223024110008, 223024110007, 223024110019, 223024110018, 223024110003,
223024140003, 223024140009, 223024140002, 223024140010, and 223024410007.

(b) The requirements for qualifying a redevelopment tax increment district under Minnesota Statutes, section
469.174, subdivision 10, do not apply to the parcels |located within the Northstar Transit Station District, which are
deemed dligible for incluson in aredevel opment tax increment district.

(c) In addition to the costs permitted by Minnesota Statutes, section 469.176, subdivision 4j, €ligible
expenditures within the Northstar Transit Station Digrict include those costs necessary to provide for the
development or expanded use of a transfer gtation. For purposes of this subdivision, transfer station means a
physical structure or designated area that supports the interconnection of various transportation modes, including
light rail, commuter rail, and bus rapid transit, and that promotes and achieves the loading, discharging, and
transporting of people.

(d) Notwithstanding the provisions of Minnesota Statutes, section 469.1763, subdivision 2, the city of Fridley
may expend increments generated from its tax increment financing districts numbers 11, 12, and 13 for costs
permitted by paragraph (c) and Minnesota Statutes, section 469.176, subdivision 4j, outside the boundaries of tax
increment financing districts numbers 11, 12, and 13, but only within the Northstar Transit Station District.

(e) Thefive-year rule under Minnesota Statutes, section 469.1763, subdivision 3, does not apply to the Northstar
Trangt Station Didrict or to tax increment financing districts numbers 11, 12, and 13.

(f) The use of revenues for decertification under Minnesota Statutes, section 469.1763, subdivision 4, does not
apply to tax increment financing districts numbers 11, 12, and 13.

EFFECTIVE DATE. This section is effective upon approval by the governing body of the city of Fridley and
upon compliance by the city with Minnesota Statutes, section 645.021, subdivision 3.

Sec. 34. CITY OF TAYLORSFALLS, BORDER CITY DEVELOPMENT ZONE.

Subdivison 1. Authorization. The governing body of the city of Taylors Falls may designate all or any part of
the city as aborder city development zone.
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Subd. 2. Application of general law. (a) Minnesota Statutes, sections 469.1731 to 469.1735, apply to the
border city development zones designated under this section.  The governing body of the city may exercise the
powers granted under Minnesota Statutes, sections 469.1731 to 469.1735, including powers that apply outside of the
ZONes.

(b) The allocation under subdivision 3 for purposes of Minnesota Statutes, section 469.1735, subdivision 2, is
appropriated to the commissioner of revenue.

Subd. 3. Allocation of state tax reductions. (a) The cumulative total amount of the state portion of the tax
reductions for all years of the program under Minnesota Statutes, sections 469.1731 to 469.1735, for the city of
Taylors Falls, islimited to $100,000.

(b) This allocation may be used for tax reductions provided in Minnesota Statutes, section 469.1732 or 469.1734,
or for reimbursements under Minnesota Statutes, section 469.1735, subdivision 3, but only if the governing body of
the city of Taylors Falls determines that the tax reduction or offset is necessary to enable a business to expand within
the city or to attract a business to the city.

(c) The commissioner of revenue may waive the limit under this subdivision using the same rules and standards
provided in Minnesota Statutes, section 469.169, subdivision 12, paragraph (b).

EFFECTIVE DATE. This section is effective upon approval by the governing body of the city of Taylors Falls
and upon timely compliance by the city with Minnesota Statutes, section 645.021.

Sec. 35. BIOSCIENCE GRANTS; APPROPRIATION.

$1,000,000 in fiscal year 2008 and $1,000,000 in fiscal year 2009 are appropriated from the general fund to the
commissioner of employment and economic development for bioscience grants under Minnesota Statutes, section
469.350. The appropriations made under this section are exempt from the requirements of Minnesota Statutes,
sections 116J.994 and 116J.995.

Sec. 36. APPROPRIATION; MINNESOTA FILM AND TV BOARD.

(2) $1,700,000 is appropriated from the general fund to the commissioner of employment and economic
development for a grant to the Minnesota Film and TV Board for reimbursement of up to 15 percent of the film
production costs incurred in Minnesota, under Minnesota Statutes, section 116U.26. This appropriation is for fiscal
years 2008 and 2009. Thisis a onetime appropriation.

(b) This appropriation is contingent upon the availability in the November 2008 revenue forecast of additional
revenues, as defined in Minnesota Statutes, section 16A.152, subdivision 2, and this appropriation isthefirst priority
for the use of those revenues, notwithstanding the provisions of Minnesota Statutes, section 16A.152, subdivision 2,
or any amendmentsto that subdivision enacted in this or another [aw.

Sec. 37. REPEALER.

Minnesota Statutes 2006, section 469.174, subdivision 29, isrepealed.

EFFECTIVE DATE. This section is effective the day following final enactment. For purposes of any specia
law authorizing or limiting the use of incrementsto projects meeting the requirements of a gudified housing district,
expenditures for housing districts satisfying the requirements of Minnesota Statutes, sections 469.174, subdivision
11; 469.176, subdivision 4d; and 469.1761, as amended, also satisfy the requirements of the special law.
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ARTICLE 8
MINERALS
Section 1. Minnesota Statutes 2006, section 298.22, is amended by adding a subdivision to read:

Subd. 5a. Forest trust. The board may purchase forest lands in the taconite assistance area under section
273.1341 with funds specifically authorized for the purchase. All of these forest lands must be held in trust for the
benefit of the citizens of the area as the Iron Range Miners Memorial Forest. The board may use the forest trust
lands for recreation and economic uses. The board must deposit the proceeds from the sale of timber or removal of
gravel or other mineras from these forest lands into an Iron Range Miners Memorial Forest account established by
the board. By majority vote of the board, money in the Iron Range Miners Memorial Forest account may be
transferred into the Douglas J. Johnson economic protection trust fund under sections 298.291 to 298.294.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2006, section 298.2214, subdivision 2, is amended to read:

Subd. 2. Iron Range Higher Education Committee; membership. The members of the committee shall
consist of:

(1) one member appointed by the governor;
(2) one member appointed by the president of the University of Minnesota;

(3) two members appeinted-by-the-commissioner of the Iron Range resources and rehabilitation_appointed by the
chair; and

(4) the commissioner of Iron Range resources and rehabilitation; and

(5) the President of the Northeast Higher Education Digtrict.

Sec. 3. Minnesota Statutes 2006, section 298.28, subdivision 4, is amended to read:

Subd. 4. School districts. (a) 315 20.15 cents per taxable ton plusthe increase provided in paragraph (d) must
be allocated to qualifying school districts to be distributed, based upon the certification of the commissioner of
revenue, under paragraphs (b) and (c), except as otherwise provided in paragraph (f).

(b)(i) 3.43 cents per taxable ton must be distributed to the school districtsin which the lands from which taconite
was mined or quarried were located or within which the concentrate was produced. The distribution must be based
on the apportionment formula prescribed in subdivision 2.

(ii) Three cents per taxable ton from each taconite facility must be distributed to each affected school district for
deposit in afund dedicated to building maintenance and repairs, as follows:

(1) proceeds from Keewatin Taconite or its successor are distributed to Independent School Districts Nos. 316,
Coleraine, and 319, Nashwauk-Keewatin, or their successor districts;

(2) proceeds from the Hibbing Taconite Company or its successor are distributed to Independent School Districts
Nos. 695, Chisholm, and 701, Hibbing, or their successor districts;
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(3) proceeds from the Mittal Steel Company, United Taconite, and Minntac or their successors are distributed to
Independent School Districts Nos. 712, Mountain Iron-Buhl, 706, Virginia, 2711, Mesabi East, and 2154, Eveleth-
Gilbert, or their successor districts; and

(4) proceeds from the Northshore Mining Company or its successor are distributed to Independent School
District No. 2142, St. Louis County, or its successor district.

Revenues that are required to be distributed to more than one district shall be apportioned according to the
number of pupil units identified in section 126C.05, subdivision 1, enrolled in the second previous year. Any
amounts received by a qualifying school district under this provision shall not be applied to: (A) reduce any aid that
the school district is entitled to receive, or (B) reduce the permissible levies of the school district.

(0)(i) 13.72 cents per taxable ton, less any amount distributed under paragraph (€), shal be distributed to a group
of school districts comprised of those school digtricts which qualify as a tax relief area under section 273.134,
paragraph (b), or in which thereis a qualifying municipality as defined by section 273.134, paragraph (a), in direct
proportion to school district indexes as follows: for each school district, its pupil units determined under section
126C.05 for the prior school year shall be multiplied by the ratio of the average adjusted net tax capacity per pupil
unit for school districts receiving aid under this clause as calculated pursuant to chapters 122A, 126C, and 127A for
the school year ending prior to distribution to the adjusted net tax capacity per pupil unit of the digtrict. Each district
shall receive that portion of the distribution which itsindex bearsto the sum of theindicesfor all school districts that
receive the distributions.

(i) Notwithstanding clause (i), each school district that receives a distribution under sections 298.018; 298.23 to
298.28, exclusive of any amount received under this clause; 298.34 to 298.39; 298.391 to 298.396; 298.405; or any
law imposing a tax on severed mineral values after reduction for any portion distributed to cities and towns under
section 126C.48, subdivision 8, paragraph (5), that is less than the amount of its levy reduction under section
126C.48, subdivision 8, for the second year prior to the year of the distribution shall receive a distribution egual to
the difference; the amount necessary to make this payment shall be derived from proportionate reductions in the
initid distribution to other school districts under clause (i).

(d) Any school district described in paragraph (c) where alevy increase pursuant to section 126C.17, subdivision
9, was authorized by referendum for taxes payable in 2001, shall receive a distribution of 21.3 cents per ton. Each
district shall receive $175 times the pupil units identified in section 126C.05, subdivision 1, enrdlled in the second
previous year or the 1983-1984 school year, whichever is greater, less the product of 1.8 percent times the district's
taxable net tax capacity in the second previous year.

If the total amount provided by paragraph (d) is insufficient to make the payments herein required then the
entitlement of $175 per pupil unit shal be reduced uniformly so as not to exceed the funds available. Any amounts
received by a qualifying school district in any fiscal year pursuant to paragraph (d) shal not be applied to reduce
general education aid which the district receives pursuant to section 126C.13 or the permissible levies of the district.
Any amount remaining after the payments provided in this paragraph shall be paid to the commissioner of Iron
Range resources and rehabilitation who shall deposit the same in the taconite environmental protection fund and the
Douglas J. Johnson economic protection trust fund as provided in subdivision 11.

Each didtrict receiving money according to this paragraph shall reserve the lesser of the amount received under
this paragraph or $25 times the number of pupil units served in the district. It may use the money for early
childhood programs or for outcome-based learning programs that enhance the academic quality of the digtrict's
curriculum. The outcome-based learning programs must be approved by the commissioner of education.

(e) There shall be distributed to any school district the amount which the school district was entitled to receive
under section 298.32 in 1975.
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(f) Effective for the distribution in 2003 only, five percent of the distributions to school districts under
paragraphs (b), (c), and (e); subdivision 6, paragraph (c); subdivision 11; and section 298.225, shall be distributed to
the general fund. The remainder less any portion digtributed to cities and towns under section 126C.48, subdivision
8, paragraph (5), shall be distributed to the Douglas J. Johnson economic protection trugt fund created in section
298.292. Fifty percent of the amount distributed to the Douglas J. Johnson economic protection trust fund shall be
made available for expenditure under section 298.293 as governed by section 298.296. Effective in 2003 only, 100
percent of the distributions to school districts under section 477A.15 less any portion distributed to cities and towns
under section 126C.48, subdivision 8, paragraph (5), shall be distributed to the general fund.

EFFECTIVE DATE. Thissection is effective for production in 2007, distributions in 2008, and thereafter.

Sec. 4. Minnesota Statutes 2006, section 298.28, is amended by adding a subdivision to read:

Subd. 9d. Iron Range higher education account. Two cents per taxable ton must be allocated to the Iron
Range Resources and Rehabilitation Board to be deposited in an Iron Range higher education account that is hereby
created, to be used for higher education programs, scholarships, and grants to postsecondary students attending a
higher education institution located in the taconite assistance area defined in section 273.1341. The Iron Range
Higher Education committee under section 298.2214 must approve all expenditures from the account. The account
must be used for the educational expenses of undergraduate and postgraduate education of €igible students enrolled
in the University of Minnesota, the Minnesota State Colleges and Universities, and private postsecondary
institutions |ocated in the taconite assistance area defined under section 273.1341.

EFFECTIVE DATE. Thissection is effective for production in 2007, distributions in 2008, and thereafter.

Sec. 5. Minnesota Statutes 2006, section 298.292, subdivision 2, is amended to read:

Subd. 2. Use of money. Money in the Douglas J. Johnson economic protection trust fund may be used for the
following purposes:

(2) to provide loans, loan guarantees, interest buy-downs and other forms of participation with private sources of
financing, but a loan to a private enterprise shall be for a principal amount not to exceed one-half of the cost of the
project for which financing is sought, and the rate of interest on a loan to a private enterprise shall be no less than
the lesser of eight percent or an interest rate three percentage points less than a full faith and credit obligation of the
United States government of comparable maturity, at the time that the loan is approved;

(2) to fund reserve accounts established to secure the payment when due of the principal of and interest on bonds
issued pursuant to section 298.2211;

(3) to pay in periodic payments or in alump sum payment any or al of the interest on bonds issued pursuant to
chapter 474 for the purpose of constructing, converting, or retrofitting heating facilities in connection with district
heating systems or systems utilizing alternative energy sources; and

(4) toinvest in a venture capital fund or enterprise that will provide capital to other entities that are engaging in,
or that will engagein, projects or programs that have the purposes set forth in subdivision 1. Noinvestments may be
made in aventure capital fund or enterprise unless at least two other unreated investors make investments of at least
$500,000 in the venture capital fund or enterprise, and the investment by the Douglas J. Johnson economic
protection trust fund may not exceed the amount of the largest investment by an unrelated investor in the venture
capital fund or enterprise. For purposes of this subdivision, an "unrelated investor" is a person or entity that is not
related to the entity in which the investment is made or to any individual who owns more than 40 percent of the
value of the entity, in any of the following relationships. spouse, parent, child, sibling, employee, or owner of an
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interest in the entity that exceeds ten percent of the value of al interests in it. For purposes of determining the
limitations under this clause, the amount of investments made by an investor other than the Douglas J. Johnson
economic protection trust fund isthe sum of all investments made in the venture capital fund or enterprise during the
period beginning one year before the date of the investment by the Douglas J. Johnson economic protection trust
fund;_ and

(5) to purchase forest land in the taconite assistance area under section 273.1341 to be held as a public trust for
the benefit of the area for recreationa uses and for economic purposes, including timber sales and gravel removal.

Money from the trust fund shall be expended only in or for the benefit of the taconite assistance area defined in
section 273.1341.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 6. Minnesota Statutes 2006, section 298.2961, subdivision 4, is amended to read:

Subd. 4. Grant and loan fund. (@ A fund is established to receive distributions under section 298.28,
subdivision 9b, and to make grants or loans as provided in this subdivision. Any grant or loan made under this
subdivision must be approved by a majority of the members of the Iron Range Resources and Rehabilitation Board,
established under section 298.22.

(b) Distributions received in calendar year 2005 are allocated to the city of Virginia for improvements and
repairsto the city's steam heating system.

(c) Distributions received in calendar year 2006 are allocated to a project of the public utilities commissions of
the cities of Hibbing and Virginiato convert their electrical generating plantsto the use of biomass products, such as
wood.

(d) Distributions received in calendar year 2007 must be paid to the city of Tower to be used for the East Two
Riversproject in or near the city of Tower.

(e) For distributions received in 2008, the first $2,000,000 of the 2008 distribution must be paid to St. Louis
County for deposit in its county road and bridge fund to be used for relocation of St. Louis County Road 715,
commonly referred to as Pike River Road. The remainder of the 2008 diribution ang-the-ful must be paid to St.
Louis County for a grant to the City of Virginia for connecting sewer and water lines to the St. Louis County
maintenance garage on Highway 135, further extending the lines to interconnect with the city of Gilbert's sewer and
water lines. The total amount of the distributions in 2009 and subsequent years is alocated for projects under
section 298.223, subdivision 1.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 7. IRON RANGE RESOURCES AND REHABILITATION BOARD; APPROPRIATION; RETIRE
BONDS.

Commencing with taxes payable in 2008 there is annually appropriated from the distribution of the taconite
production tax revenues to the taconite environmental protection fund under Minnesota Statutes, section 298.28,
subdivision 11, and to the Douglas J. Johnson economic protection trust fund under Minnesota Statutes, section
298.28, subdivisions 9 and 11, in equa shares, an amount of $500,000 per year.
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The revenue received under this section shall be used only to retire Mesabi East School District No. 2711 bonds
in the amount of $9,000,000 issued September 1, 2006, and in the amount of $6,250,000 issued March 1, 2007. The
payments shall continue for a period of ten years ending with taxes payablein 2017. Paymentsto the school district
shall be made on March 1.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 8. IRON RANGE MEMORIAL FOREST.

Notwithstanding Minnesota Statutes, section 298.293, the Iron Range Resources and Rehabilitation Board under
Minnesota Statutes, section 298.22, may expend funds from the principal of the Douglas J. Johnson economic
protection trust fund under Minnesota Statutes, sections 298.291 to 298.294, to purchase forest lands. All forest
lands purchased under this section must be held in trust for the benefit of the citizens of the taconite assistance area
under Minnesota Statutes, section 273.1341, asthe Iron Range Miners Memoria Forest for the benefit of the areaas
provided under section 1.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

ARTICLE 9
SPECIAL TAXES
Section 1. Minnesota Statutes 2006, section 291.005, subdivision 1, is amended to read:

Subdivision 1. Scope. Unless the context otherwise clearly requires, the following terms used in this chapter
shall have the following meanings:

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

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

property.

(4) "Resident decedent" means an individua whaose domicile a the time of death was in Minnesota.

(5) "Nonresident decedent" means an individual whose 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.



4572 JOURNAL OF THE HOUSE [55TH DAY

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

(8) "Internal Revenue Code" means the United States Internal Revenue Code of 1986, as amended through May
48 December 31, 2006.

(9) "Minnesota adjusted taxabl e estate" means the foll owing amount:

(i) federal adjusted taxable estate as defined by section 2011(b)(3) of the Internal Revenue Code-inereased-by;
plus

(ii) the amount of deduction for state death taxes allowed under section 2058 of the Internal Revenue Code:; plus

(iii) expenses which are deducted for federal income tax_purposes under section 642(g) of the Internal Revenue
Code; plus

(iv) the amount of taxable gifts as defined in section 2503 of the Internal Revenue Code made by the decedent
within three years of the decedent's date of death. For purposes of this clause, the amount of the addition eguals the
value of the gift under section 2512 of the Internal Revenue Code and excludes any value of the gift included in the
federal adjusted taxable estate; less

(v) the value of gqualified farm property under section 291.03, subdivison 9, and qudified smal business
property under section 291.03, subdivision 10, but not to exceed $500,000.

EFFECTIVE DATE. Thissection is effective for decedents dying after December 31, 2006.

Sec. 2. Minnesota Statutes 2006, 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 for state death taxes computed under section 2011 of the Internd Revenue Code, as amended through
December 31, 2000, but using Minnesota adjusted taxable estate instead of federal adjusted taxable estate, as the
Minnesota gross estate bears to the value of the federal gross estate. The tax determined under this paragraph shall
not be greater than the amount computed by applying the rates and brackets under section 2001(c) of the Interna
Revenue Code to the Minnesota adjusted gress taxable estate and subtracting the federal credit allowed under
sectlon 2010 of the Internal Revenue Code of 1986, as amended through December 31, 2000 Fer—thequpesefref

EFFECTIVE DATE. Thissection is effective for decedents dying after December 31, 2006.

Sec. 3. Minnesota Statutes 2006, section 291.03, is amended by adding a subdivision to read:

Subd. 8. Definitions. (a) For purposes of this section, the following terms have the meanings given in this
subdivision.

(b) "Family member" means afamily member as defined in section 2032A(€)(2) of the Internal Revenue Code.

(c) "Qualified heir'" means a family member who acquired qualified property from the decedent and satisfies the
requirement under subdivision 9, clause (4), or under subdivision 10, clause (6), for the property.
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(d) "Qualified property" means qualified farm property under subdivison 9 and qualified small business
property under subdivision 10.

EFFECTIVE DATE. Thissection is effective for decedents dying after December 31, 2006.

Sec. 4. Minnesota Statutes 2006, section 291.03, is amended by adding a subdivision to read:

Subd. 9. Qualified farm property. Property is qualified farm property if it satisfies al of the following
requirements:

(1) the value of the property was included in the Minnesota gross estate;

(2) the property consists of afarm that meets the requirements of section 500.24 and was classified for property
tax purposes as the homestead of the decedent or the decedent's spouse or both under section 273.124, and as class
2a property under section 273.13, subdivision 23;

(3) the decedent continuously owned the property for the three-year period ending on the date of death of the
decedent;

(4) a family member continuously uses the property in the operation of the trade or business for three years
following the date of death of the decedent; and

(5) the estate and the qualified heir eect to treat the property as qualified farm property and agree, in a form
prescribed by the commissioner, to pay the recapture tax under subdivision 11, if applicable.

EFFECTIVE DATE. Thissection is effective for decedents dying after December 31, 2006.

Sec. 5. Minnesota Statutes 2006, section 291.03, is amended by adding a subdivision to read:

Subd. 10. Qualified small business property. Property satisfying all of the following requirementsis qualified
small business property:

(1) The value of the property was included in the Minnesota gross estate.

(2) The property consists of the assets of a trade or business or shares of stock or other ownership interestsin a
corporation or other entity engaged in a trade or business. The decedent or the decedent's spouse must have
materidly participated in the trade or business within the meaning of section 469 of the Internal Revenue Code
during the taxable year that ended before the date of the decedent's death. Shares of stock in a corporation or an
ownership interest in another type of entity do not qualify under this subdivision if the shares or ownership interests
are traded on a public stock exchange at any time during the three-year period ending on the decedent's date of
death.

(3) The gross annua sales of the trade or business were $10,000,000 or less for the last taxable year that ended
before the date of the death of the decedent.

(4) The property does not consist of cash or cash equivalents. For property consisting of shares of stock or other
ownership interests in an entity, the amount of cash or cash equivalents held by the corporation or other entity must
be deducted from the value of the property qualifying under this subdivision in proportion to the decedent's share of
ownership of the entity on the date of death.
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(5) The decedent continuously owned the property for the three-year period ending on the date of death of the
decedent.

(6) A family member continuously uses the property in the operation of the trade or business for three years
following the date of death of the decedent.

(7) The estate and the qualified heir elect to treat the property as qualified small business property and agree, in
the form prescribed by the commissioner, to pay the recapture tax under subdivision 11, if applicable.

EFFECTIVE DATE. Thissection is effective for decedents dying after December 31, 2006.

Sec. 6. Minnesota Statutes 2006, section 291.03, is amended by adding a subdivision to read:

Subd. 11. Recapturetax. (@) Thetax under this subdivision applies, if, within three years after the decedent's
death and before the death of the qualified heir, the gudified heir disposes of any interest in qualified property, other
than by a disposition to a family member who satisfies the requirement under subdivision 9, clause (4), and
subdivision 10, clause (6), for the remainder of the three years following the date of death of the decedent, and who
agrees, in aform prescribed by the commissioner, to pay the recapture tax under this subdivision, if applicable.

(b) The amount of the additional tax equals the amount of the exclusion claimed by the estate under section
291.005, subdivision 1, clause (9), item (v), multiplied by 16 percent.

(c) The additional tax under this subdivision is due on the day which is six months after the date of the
disposition or cessation in paragraph (a).

EFFECTIVE DATE. Thissection is effective for decedents dying after December 31, 2006.

Sec. 7. Minnesota Statutes 2006, section 291.215, subdivision 1, is amended to read:

Subdivision 1. Determination. All property includable in the Minnesota gross estate of a decedent shall be
valued in accordance with the provisions of sections 2031 or 2032 and, if applicable, 2032A, of the Internal Revenue
Code and any elections made in val umg the federa gross estate shall be appllcable in valuing the Minnesota gross

291 075, the val ue of all propertv mcl udable in the Minnesota gross estate of a decedent may be independently
determined under those sections of the Internal Revenue Code for Minnesota estate tax purposes.

EFFECTIVE DATE. This section is effective retroactively for estates of decedents dying after December 31,
2005.

Sec. 8. [295.90] HOCKEY HERITAGE SURCHARGE.

Subdivison 1. Imposition. A surcharge of ten cents is imposed on each ticket or admission to a professional
men's hockey game held in the state.

Subd. 2. Collection, remittance. The surcharge imposed under this subdivision shall be collected by the
professional men's hockey team or association sponsoring or_holding the hockey game. The team or association
shall annually report the surcharge on a form prescribed by the commissioner of revenue and remit the surcharge
with thereturn to the commissioner of revenue by March 15 of the following calendar year.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4575

Subd. 3. Administration. The commissioner of revenue shall have authority to administer, collect, enforce,
refund, and audit the surcharge under this section. Interest on late payments or refunds of the surcharge shall be at
the rates specified under section 289A.55, and pendlties for failure to file, pay, or underpay the surcharge shall be at
the rates provided under section 289A.60, subdivision 1, paragraph (€), and subdivision 2.

Subd. 4. Deposit of revenues. The commissioner of revenue shall deposit al revenues, including penalty and
interest, derived from the surcharge imposed in this section in the hockey surcharge account in the special revenue
fund. The amount deposited under this section is appropriated to the Iron Range Resources and Rehabilitation
Board for payment to the city of Eveleth to be used for the support of the Hockey Hall of Fame Museum provided
that it continues to operate in the city. Payments under this section for the Hockey Hall of Fame Museum are in
addition to and must not be used to supplant funding under section 298.28, subdivision 9c.

Sec. 9. Minnesota Statutes 2006, section 296A.18, subdivision 4, is amended to read:

Subd. 4. All-terrain vehicle. Approximately 8:25 0.27 of one percent of all gasolinereceived in or produced or
brought into this state, except gasoline used for aviation purposes, is being used for the operation of al-terrain
vehiclesin this state, and of the total revenue derived from the imposition of the gasoline fuel tax, 625 0.27 of one
percent isthe amount of tax on fuel used in al-terrain vehicles operated in this state.

EFFECTIVE DATE. Thissection is effective for revenue recei ved after June 30, 2008.

Sec. 10. Minnesota Statutes 2006, section 297E.02, is amended by adding a subdivision to read:

Subd. 12. Tax ratesfor fiscal years 2008 to 2010. (a) Notwithstanding the provisions of subdivisions 1, 4, and
6, the tax rates under this subdivision apply in lieu of the rates in those subdivisions for the periods specified.

(b) For purposes of subdivision 1, arate of 7.9 percent must be used for gross receipts received after June 30,
2007, and before July 1, 2010.

(c) For purposes of subdivision 4, paragraph (3), atax rate of 1.6 percent applies from July 1, 2007, through June
30, 2010, and a refund or credit rate of 1.65 percent applies for the February 2008 and February 2011 monthly
returns and arefund or credit rate of 1.6 percent applies for the February 2009 and February 2010 monthly returns.

(d) For purposes of subdivision 6, the following combined receipts tax rates apply for fiscal years 2008, 2009,
and 2010:

If combined receipts

for thefiscal year are Thetax is:
Not over $500,000 Zero
Over $500,000, but 1.6 percent of the amount over
not over $700,000 $500,000, but not over $700,000
Over $700,000, but $3,200 plus 3.2 percent of the amount over
not over $900,000 $700,000, but not over $900,000
Over $900,000 $9,600 plus 4.7 percent of the
amount over $900,000

EFFECTIVE DATE. Thissection is effective on July 1, 2007.
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Sec. 11. Minnesota Statutes 2006, section 297F.01, is amended by adding a subdivision to read:

Subd. 10b. Moist snuff. "Moist snuff" means any finely cut, ground, or powdered smokeless tobacco that is
intended to be placed or dipped in the ora cavity.

Sec. 12. Minnesota Statutes 2006, section 297F.01, subdivision 19, is amended to read:

Subd. 19. Tobacco products. "Tobacco products’ means cigars; little cigars, cheroots; stogies; periques;
granulated, plug cut, crimp cut, ready rubbed, and other smoking tobacco; snuff, including moist snuff and dry
snuff; snuff flour; cavendish; plug and twist tobacco; fine-cut and other chewing tobacco; shorts; refuse scraps,
clippings, cuttings and sweepings of tobacco, and other kinds and forms of tobacco, prepared in such manner asto
be suitable for chewing or smoking in a pipe or otherwise, or both for chewing and smoking; but does not include
cigarettes as defined in this section.

Sec. 13. Minnesota Statutes 2006, section 297F.05, subdivision 3, is amended to read:

Subd. 3. Rates; tobacco products. A tax is imposed upon all tobacco products in this state and upon any
person engaged in business as a digtributor, at the rate rates of .

(i) 35 percent of the wholesale sales price of the tobacco products other than moist shuff; and

(ii) in the case of moist snuff, the greater of (A) 91 cents per ounce on the net weight of the moist snuff in
ounces, including a proportionate tax at the like rate on any fractiona parts of an ounce, as listed by the
manufacturer and rounded up to the nearest one-tenth of an ounce, or (B) $1.09 per container.

Thetax isimposed at the time the distributor:

(2) brings, or causes to be brought, into this state from outside the state tobacco products for sale;

(2) makes, manufactures, or fabricates tobacco productsin this state for salein this state; or

(3) ships or transports tobacco productsto retailersin this gate, to be sold by those retailers.

EFFECTIVE DATE. Thissection iseffective July 1, 2007, but does not apply to any moist snuff (i) that wasin
the inventory of a distributor, wholesaler, or retail dealer within this state on that date, and (ii) as to which the tax

levied by Minnesota Statutes, section 297F.05, subdivision 3, and the tobacco health impact fee levied by Minnesota
Statutes, section 256.9658, subdivision 3, paragraph (b), had been paid as of August 1, 2007.

Sec. 14. Minnesota Statutes 2006, section 297F.05, subdivision 4, is amended to read:

Subd. 4. Use tax; tobacco products. A tax is imposed upon the use or storage by consumers of tobacco
productsin this state, and upon such consumers, at the rate rates of:

(i) 35 percent of the cost to the consumer of the tobacco products other than moist snuff; and

(ii) in the case of moist snuff, the greater of (A) 91 cents per ounce on the net weight of the moist snuff in
ounces, including a proportionate tax at the like rate on any fractiona parts of an ounce, as listed by the
manufacturer and rounded up to the nearest one-tenth of an ounce, or (B) $1.09 per container.

EFFECTIVE DATE. Thissection iseffective July 1, 2007, but does not apply to any moist snuff (i) that wasin
the inventory of a distributor, wholesaler, or retail deder within this state on that date, or in the possession of a
consumer within this state on that date, and (ii) as to which the tax levied by Minnesota Statutes, section 297F.05,
subdivisions 3 and 4, and the tobacco health impact fee levied by Minnesota Statutes, section 256.9658, subdivision
3, paragraph (b), had been paid as of August 1, 2007.
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Sec. 15. Minnesota Statutes 2006, section 297F.05, is amended by adding a subdivision to read:

Subd. 8. Adjustment for inflation. (a) Each year therates of tax applicable to moist snuff under subdivisions 3
and 4 are adjusted for inflation as provided in this section. The inflation adjusted rate of tax applies to sales, use and
possession of moist snuff during the calendar year.

(b) In making the inflation adjustment under this subdivision for a clendar year, the commissioner shal adjust
the tax rate by the percentage determined under the section 1(f) of the Internal Revenue Code of 1986, except that in
section 1(f)(3)(B) the word "2007" is substituted for the word "1992." For 2009, the commissioner shall then
determine the percent change from the 12 months ending on August 31, 2007, to the 12 months ending on August
31, 2008, and in each subsequent year, from the 12 months ending on August 31, 2007, to the 12 months ending on
August 31 of the year preceding the calendar year. The amount as adjusted must be rounded to the nearest cent. |f
the amount endsin 0.5 cent, the amount is rounded up to the nearest cent.

(c) The determination of the commissioner under this subdivision is not a "rule' and is not subject to the
Administrative Procedure Act in chapter 14.

EFFECTIVE DATE. Thissection is effective beginning for calendar year 2009.

Sec. 16. Minnesota Statutes 2006, section 297F.21, subdivision 3, is amended to read:

Subd. 3. Inventory; judicial determination; appeal; disposition of seized property. (a) Within ten days after
the seizure of any alleged contraband, the person making the seizure shall serve by certified mail an inventory of the
property seized on the person from whom the seizure was made, if known, and on any person known or believed to
have any right, title, interest, or lien in the property, at the last known address, and file a copy with the
commissioner. The notice mugt include an explanation of the right to demand ajudicial forfeiture determination.

(b) Within 60 days after the date of service of the inventory, which is the date of mailing, the person from whom
the property was seized or any person claiming an interest in the property may file a demand for a judicia
determination of the question as to whether the property was lawfully subject to seizure and forfeiture. The demand
must be in the form of a civil complaint and must be filed with the court administrator in the county in which the
seizure occurred, together with proof of service of a copy of the complaint on the commissioner of revenue, and the
standard filing fee for civil actions unless the petitioner has the right to sue in forma pauperis under section 563.01.
If the value of the seized property is $7,500 or less, the claimant may file an action in conciliation court for recovery
of the property. If the value of the seized property is less than $500, the claimant does not have to pay the
conciliation court filing fee.

() The complaint must be captioned in the name of the claimant as plaintiff and the seized property as
defendant, and must state with specificity the grounds on which the claimant alleges the property was improperly
seized and the plaintiff's interest in the property seized. No responsive pleading is required of the commissioner,
and no court fees may be charged for the commissioner's appearance in the matter. The proceedings are governed
by the Rules of Civil Procedure. Notwithstanding any law to the contrary, an action for the return of property seized
under this section may not be maintained by or on behalf of any person who has been served with an inventory
unless the person has complied with this subdivision. The court shall decide whether the alleged contraband is
contraband, as defined in subdivision 1. The court shall hear the action without a jury and shdl try and determine
the issues of fact and law involved.

(d) When a judgment of forfeiture is entered, the-commissionermay; unless the judgment is stayed pending an
appeal, either the commissioner:
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D , garette- packageso ( i f-hy /i .
patientsin-state-institutions may authorize the forfeited property to be used for the purpose of enforcing a crimina
provision of state or federal law;

(2) shal cause the-property-ir-clause (1) forfeited cigarette packages or tobacco products not used under clause
(1) to be destroyed:-er and products used under clause (1) to be destroyed upon the completion of use; and

(3) may cause the forfeited property, other than forfeited cigarette packages or tobacco products, to be sold at
public auction as provided by law.

The person making a sale, after deducting the expense of keeping the property, the fee for seizure, and the costs of
the sale, shall pay all liens according to their priority, which are established as being bona fide and as exigting
without the lienor having any notice or knowledge that the property was being used or was intended to be used for or
in connection with theviolation. The balance of the proceeds must be paid 75 percent to the Department of Revenue
for deposit as a supplement to its operating fund or similar fund for official use, and 25 percent to the county
attorney or other prosecuting agency that handled the court proceeding, if thereisone, for deposit as a supplement to
its operating fund or similar fund for prosecutorial purposes. If there is no prosecuting authority involved in the
forfeiture, the 25 percent of the proceeds otherwise designated for the prosecuting authority must be deposited into
the general fund.

(e) If no demand for judicial determination is made, the property seized is considered forfeited to the state by
operation of law and may be disposed of by the commissioner as provided in the case of ajudgment of forfeiture.

EFFECTIVE DATE. Thissection is effective for forfeitures after June 30, 2007.

Sec. 17. Minnesota Statutes 2006, section 2971.15, is amended by adding a subdivision to read:

Subd. 11. Premiums paid to certain foreign insurance companies. With respect to the state empl oyees group
insurance program established under sections 43A.23 to 43A.31, premiums paid for life insurance and accidental
death and dismemberment insurance for eligible employees and dependents, including premiums paid by employees
or_dependents for optional coverage, are exempt from the taxes imposed under this chapter to the extent the
premiums are paid to a foreign insurance company domiciled in a state that exempts its state employee group life
insurance program from premium taxes.

EFFECTIVE DATE. Thissection is effective for premiums paid after December 31, 2006.

Sec. 18. [383D.75] DAKOTA COUNTY DEED AND MORTGAGE TAX.

Subdivison 1. Authority toimpose; rate. (a) The governing body of Dakota County may impose a mortgage
registry and deed tax.

(b) Therate of the mortgage registry tax equals .0001 of the principal.

(c) Therate of the deed tax equals .0001 of the amount.

Subd. 2. General law provisions apply. The taxes under this section apply to the same base and must be
imposed, collected, administered, and enforced in the same manner as provided under chapter 287 for the state
mortgage registry and deed taxes. All the provisions of chapter 287 apply to these taxes, except the rate is as
specified in subdivision 1, the term "Dakota County" must be substituted for "the state," and the revenue must be
deposited as provided in subdivision 3.
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Subd. 3. Deposit of revenues. All revenues from the tax are for the use of the Dakota County Board of
Commissioners and must be deposited in the county's environmental response fund under section 383D.76.

Sec. 19. [383D.76] DAKOTA COUNTY ENVIRONMENTAL RESPONSE FUND.

Subdivison 1. Creation. An environmenta response fund is created for the purposes specified in this section.
The taxes imposed by section 383D.75 must be deposited in the fund. The Board of County Commissioners shall
administer the fund either as a county board, a housing and redevel opment authority, or aregional rail authority.

Subd. 2. Uses of fund. The fund created in subdivision 1 must be used for the following purposes:

(1) acquisition through purchase or condemnation of lands or property which are polluted or contaminated with
hazardous substances;

(2) paying the costs associated with indemnifying or holding harmless the entity taking title to lands or property
from any liability arising out of the ownership, remediation, or use of theland or property;

(3) paying for the costs of remediating the acquired land or property;

(4) paying the costs associated with remediating lands or property which are polluted or contaminated with
hazardous substances; or

(5) paying for the costs associated with improving the property for economic devel opment, recreational, housing,
transportation or rail traffic.

Subd. 3. Matching funds. In expending funds under this section, the county shall seek matching funds from
contamination cleanup funds administered by the commissioner of the Department of Employment and Economic
Devel opment, the Metropolitan Council, the federa government, the private sector, and any other source.

Subd. 4. Bonds. The county may pledge the proceeds from the taxes imposed by section 383D.75 to bonds
issued under this chapter and chapters 398A, 462, 469, and 475.

Subd. 5. Land sales. Land or property acquired under this section may be resold at fair market value. Proceeds
from the sale of the land must be deposited in the environmenta response fund.

Sec. 20. [383E.235] ANOKA COUNTY DEED AND MORTGAGE TAX.

Subdivison 1. Authority toimpose; rate. (a) The governing body of Anoka County may impose a mortgage
registry and deed tax.

(b) Therate of the mortgage registry tax equals .0001 of the principal.

(c) Therate of the deed tax equals .0001 of the amount.

Subd. 2. General law provisions apply. The taxes under this section apply to the same base and must be
imposed, collected, administered, and enforced in the same manner as provided under chapter 287 for the state
mortgage registry and deed taxes. All the provisions of chapter 287 apply to these taxes, except the rate is as
specified in subdivision 1, the term "Anoka County”" must be substituted for "the state," and the revenue must be
deposited as provided in subdivision 3.
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Subd. 3. Deposit of revenues. All revenues from the tax are for the use of the Anoka County Board of
Commissioners and must be deposited in the county's environmental response fund under section 383E.236.

Sec. 21. [383E.236] ANOKA COUNTY ENVIRONMENTAL RESPONSE FUND.

Subdivison 1. Creation. An environmenta response fund is created for the purposes specified in this section.
The taxes imposed by section 383E.235 must be deposited in the fund. The Board of County Commissioners shall
administer the fund either as a county board, a housing and redevel opment authority, or aregional rail authority.

Subd. 2. Uses of fund. The fund created in subdivision 1 must be used for the following purposes:

(1) acquisition through purchase or condemnation of lands or property which are polluted or contaminated with
hazardous substances;

(2) paying the costs associated with indemnifying or holding harmless the entity taking title to lands or property
from any liability arising out of the ownership, remediation, or use of theland or property;

(3) paying for the costs of remediating the acquired land or property;

(4) paying the costs associated with remediating lands or property which are polluted or contaminated with
hazardous substances; or

(5) paying for the costs associated with improving the property for economic devel opment, recreation, housing,
transportation, or rail traffic.

Subd. 3. Matching funds. In expending funds under this section, the county shall seek matching funds from
contamination cleanup funds administered by the commissioner of the Department of Employment and Economic
Devel opment, the Metropolitan Council, the federa government, the private sector, and any other source.

Subd. 4. Bonds. The county may pledge the proceeds from the taxes imposed by section 383E.235 to bonds
issued under this section and Minnesota Statutes, chapters 398A, 462, 469, and 475.

Subd. 5. Land sales. Land or property acquired under this section may be resold at fair market value. Proceeds
from the sale of the land must be deposited in the environmenta response fund.

Subd. 6. DOT assistance. The commissioner of transportation shal collaborate with the county and any
affected municipality by providing technica assistance and support in cleaning up a contaminated site related to a
trunk highway or railroad improvement.

Sec. 22. REPEALER.

Minnesota Statutes 2006, sections 383A.80, subdivision 4; and 383B.80, subdivision 4, are reped ed.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

ARTICLE 10
DEPARTMENT INCOME AND FRANCHISE TAXES

Section 1. Minnesota Statutes 2006, section 270A.03, subdivision 5, is amended to read:
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Subd. 5. Debt. (a) "Debt" means a legal obligation of a natural person to pay a fixed and certain amount of
money, which equals or exceeds $25 and which is due and payable to a claimant agency. The term includes
criminal finesimpaosed under section 609.10 or 609.125, fines impaosed for petty misdemeanors as defined in section
609.02, subdivision 4a, and restitution. The term also includes the co-payment for the appointment of a district
public defender imposed under section 611.17, paragraph (¢). A debt may arise under a contractual or statutory
obligation, a court order, or other legal obligation, but need not have been reduced to judgment.

A debt includes any legal obligation of a current recipient of assistance which is based on overpayment of an
assistance grant where that payment is based on a client waiver or an administrative or judicia finding of an
intentional program violation; or where the debt is owed to a program wherein the debtor is not a client at the time
netification is provided to initiate recovery under this chapter and the debtor is not a current recipient of food
support, trangtiona child care, or trangtional medical assistance.

(b) A debt does not include any legal obligation to pay a claimant agency for medical care, including
hospitalization if the income of the debtor at the time when the medical care was rendered does not exceed the
following amount:

(2) for an unmarried debtor, an income of $8,800 or less;

(2) for adebtor with one dependent, an income of $11,270 or less;

(3) for a debtor with two dependents, an income of $13,330 or less;

(4) for a debtor with three dependents, an income of $15,120 or less;

(5) for adebtor with four dependents, an income of $15,950 or less; and

(6) for a debtor with five or more dependents, an income of $16,630 or less.

fer—eleb‘es+nebwedﬂaﬁer—Deeember—?ﬂ—2999 (c) The commissioner shall adjust the income amounts in paraqraph ( b)

by the percentage determined pursuant to the provisions of section 1(f) of the Internal Revenue Code, except that in
section 1(f)(3)(B) the word "1999" shall be substituted for the word "1992." For 2001, the commissioner shall then
determine the percent change from the 12 months ending on August 31, 1999, to the 12 months ending on August
31, 2000, and in each subsequent year, from the 12 months ending on August 31, 1999, to the 12 months ending on
August 31 of the year preceding the taxable year. The determination of the commissioner pursuant to this
subdivision shall not be considered a "rule’ and shall not be subject to the Administrative Procedure Act contained
in chapter 14. The income amount as adjusted must be rounded to the nearest $10 amount. If the amount ends in
$5, the amount isrounded up to the nearest $10 amount.

(d) Debt also includes an agreement to pay a MinnesotaCare premium, regardless of the dollar amount of the
premium authorized under section 256L.15, subdivision la.

EFFECTIVE DATE. Thissection is effective for debts incurred after December 31, 2006.




4582 JOURNAL OF THE HOUSE [55TH DAY

Sec. 2. Minnesota Statutes 2006, section 289A.08, subdivision 11, is amended to read:

Subd. 11. Information included in income tax return. (@) Thereturn must state:

(1) the name of the taxpayer, or taxpayers, if the return is ajoint return, and the address of the taxpayer in the
same hame or names and same address as the taxpayer has used in making the taxpayer's income tax return to the

United States-and-must-state;

(2) the date or dates of birth of the taxpayer or taxpayers;

(3) the Social Security number of the taxpayer, or taxpayers, if a Social Security number has been issued by the
United States with respect to the taxpayers-and-must-state; and

(4) the amount of the taxable income of the taxpayer as it appears on the federal return for the taxable year to
which the Minnesota state return applies.

(b) Thetaxpayer must attach to the taxpayer's Minnesota state income tax return a copy of the federal income tax
return that the taxpayer hasfiled or isabout to file for the period, unless the taxpayer is eigible to telefile the federal
return and does file the Minnesota return by telefiling.

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.

Sec. 3. Minnesota Statutes 2006, section 289A.09, subdivision 2, is amended to read:

Subd. 2. Withholding statement to employee or payee and to commissioner. (a) A person required to deduct
and withhold from an employee a tax under section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, or who
would have been required to deduct and withhold a tax under section 290.92, subdivision 2a or 3, or persons
required to withhold tax under section 290.923, subdivision 2, determined without regard to section 290.92,
subdivision 19, if the employee or payee had claimed no more than one withholding exemption, or who paid wages
or made payments not subject to withholding under section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, to
an employee or person receiving royalty payments in excess of $600, or who has entered into a voluntary
withholding agreement with a payee under section 290.92, subdivision 20, must give every employee or person
receiving royalty payments in respect to the remuneration paid by the person to the employee or person receiving
royalty payments during the calendar year, on or before January 31 of the succeeding year, or, if employment is
terminated before the close of the calendar year, within 30 days after the date of receipt of awritten request from the
employee if the 30-day period ends before January 31, awritten statement showing the following:

(1) name of the person;

(2) the name of the employee or payee and the employee's or payee's Social Security account number;

(3) the total amount of wages as that term is defined in section 290.92, subdivision 1, paragraph (1); the tota
amount of remuneration subject to withholding under section 290.92, subdivision 20; the amount of sick pay as
required under section 6051(f) of the Interna Revenue Code; and the amount of royalties subject to withholding
under section 290.923, subdivision 2; and

(4) the total amount deducted and withheld as tax under section 290.92, subdivision 2a or 3, or 290.923,
subdivision 2.
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(b) The statement required to be furnished by this paragraph (a) with respect to any remuneration must be
furnished at those times, must contain the information required, and mugt be in the form the commissioner
prescribes.

(c) The commissioner may prescribe rules providing for reasonable extensions of time, not in excess of 30 days,
to employers or payers required to give the satementsto their employees or payees under this subdivision.

(d) A duplicate of any statement made under this subdivision and in accordance with rules prescribed by the
commissioner, along with areconciliation in the form the commissioner prescribes of the statements for the calendar
year, including a reconciliation of the quarterly returns required to be filed under subdivision 1, must be filed with
the commissioner on or before February 28 of the year after the payments were made.

(e) If an employer cancels the employer's Minnesota withholding account number required by section 290.92,
subdivision 24, the information required by paragraph (d), must be filed with the commissioner within 30 days of
the end of the quarter in which the employer cancelsits account number.

(f) The employer must submit the statements required to be sent to the commissioner en-magnetic-media-if-the
magnetic-media-was in the same manner required to satisfy the federal reporting requirements of section 6011(€) of
the Internal Revenue Code and the regulations issued under it. For wages paid in calendar year 2007, an employer
must submit statements to the commissioner required by this section by eectronic means if the employer isrequired
to send more than 100 gtatements to the commissioner, even though the employer is not required to submit the
returns federally by electronic means. For calendar year 2008, the 100 statements threshold is reduced to 25, and for
calendar year 2009 and theresfter, the threshold isreduced to ten.

(g) A "third-party bulk filer" as defined in section 290.92, subdivision 30, paragraph (@), clause (2), must submit
the returns required by this subdivision and subdivision 1, paragraph (@), with the commissioner by eectronic
means.

EFFECTIVE DATE. Thissection is effective for wages paid after December 31, 2006.

Sec. 4. Minnesota Statutes 2006, section 289A.12, subdivision 14, is amended to read:

Subd. 14. Regulated investment companies, reporting exempt-interest dividends. (a) A regulated
investment company paying $10 or more in exempt-interest dividends to an individual who is a resident of
Minnesota must make a return indicating the amount of the exempt-interest dividends, the name, address, and Social
Security number of the recipient, and any other information that the commissioner specifies. The return must be
provided to the shareholder no later than 30 days after the close of the taxable year. The return provided to the
shareholder must include a clear statement, in the form prescribed by the commissioner, that the exempt-interest
dividends must be included in the computation of Minnesota taxable income. The-cemmissione—may-by-netice-and
demand-require-the regulated investment company is required in a manner prescribed by the commissioner to file a
copy of the return with the commissioner.

(b) Thissubdivision applies to regulated investment companies required to register under chapter 80A.
(c) For purposes of this subdivision, the following definitions apply.
(1) "Exempt-interest dividends' mean exempt-interest dividends as defined in section 852(b)(5) of the Internal

Revenue Code, but does not include the portion of exempt-interest dividends that are not required to be added to
federal taxable income under section 290.01, subdivision 19a, clause (1)(ii).
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(2) "Regulated investment company” means regulated investment company as defined in section 851(a) of the
Internal Revenue Code or a fund of the regulated investment company as defined in section 851(g) of the Interna
Revenue Code.

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.

Sec. 5. Minnesota Statutes 2006, section 289A.18, subdivision 1, is amended to read:

Subdivison 1. Individual income, fiduciary income, corporate franchise, and entertainment taxes,
partnership and S cor poration returns; infor mation returns, mining company returns. Thereturnsrequired to
be made under sections 289A.08 and 289A.12 must befiled at the following times:

(2) returns made on the basis of the calendar year must be filed on April 15 following the close of the calendar
year, except that returns of corporations must be filed on March 15 following the close of the calendar year;

(2) returns made on the basis of the fiscal year must be filed on the 15th day of the fourth month following the
close of the fiscal year, except that returns of corporations must be filed on the 15th day of the third month following
the close of the fiscal year;

(3) returns for a fractional part of a year must be filed on the 15th day of the fourth month following the end of
the month in which falls the last day of the period for which the return is made, except that the returns of
corporations must be filed on the 15th day of the third month following the end of the tax year of the unitary group
in which fallsthe last day of the period for which the return is made;

(4) in the case of afina return of a decedent for a fractional part of a year, the return must be filed on the 15th
day of the fourth month following the close of the 12-month period that began with the first day of that fractiona
part of ayear;

(5) in the case of the return of a cooperative association, returns must be filed on or before the 15th day of the
ninth month following the close of the taxable year;

(6) if a corporation has been divested from a unitary group and files a return for a fractional part of a year in
which it was a member of a unitary business that files a combined report under section 290.34, subdivision 2, the
divested corporation's return must be filed on the 15th day of the third month following the close of the common
accounting period that includes the fractional year;

(7) returns of entertainment entities must be filed on April 15 following the close of the calendar year;

(8) returns required to be filed under section 289A.08, subdivision 4, must be filed on the 15th day of the fifth
month following the close of the taxable year;

(9) returns of mining companies must be filed on May 1 following the close of the calendar year; and

(20) returns required to be filed with the commissioner under section 289A.12, subdivision 2; or 4 to 10, er214;
must be filed within 30 days after being demanded by the commissioner.

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.
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Sec. 6. Minnesota Statutes 2006, section 289A.60, subdivision 8, is amended to read:

Subd. 8. Penaltyfor Penalties; failure to file informational return,_incorrect taxpayer identification
number. (a) In the case of a falure to file an informational return required by section 289A.12 with the
commissioner on the date prescribed (determined with regard to any extension of time for filing), the person failing
tofilethereturn shall pay a penalty of $50 for each failure or in the case of a partnership, S corporation, or fiduciary
return, $50 for each partner, shareholder, or beneficiary; but the total amount imposed on the delinquent person for
all failures during any calendar year must not exceed $25,000. If a failure to file a return is due to intentiona
disregard of the filing requirement, then the penalty imposed under the preceding sentence must not be less than an
amount equal to:

(1) in the case of areturn not described in clause (2) or (3), ten percent of the aggregate amount of the items
reguired to be reported;

(2) in the case of a return required to be filed under section 289A.12, subdivision 5, five percent of the gross
proceeds required to be reported; and

(3) in the case of areturn required to be filed under section 289A.12, subdivision 9, relating to direct sales, $100
for each falure; however, the total amount imposed on the delinquent person for intentional failures during a
calendar year must not exceed $50,000. The penalty must be collected in the same manner as a delinquent income
tax.

(b) If apartnership or S corporation files a partnership or S corporation return with an incorrect tax identification
number used for a partner or shareholder after being natified by the commissioner that the identification number is
incorrect, the partnership or S corporation must pay a penaty of $50 for each such incorrect number.

EFFECTIVE DATE. Thissection is effective for returnsfiled after December 31, 2007.

Sec. 7. Minnesota Statutes 2006, section 289A.60, subdivision 12, is amended to read:

Subd. 12. Penaltiesrelating to property tax refunds. (@) If it is determined that a property tax refund claimis
excessive and was negligently prepared, a claimant is liable for a penalty of ten percent of the eerrected-claim-must
be disalowed claim. If the claim has been paid, the amount disallowed must be recovered by assessment and
collection.

(b) An owner who without reasonable cause failsto give a certificate of rent constituting property tax to a renter,
asrequired by section 290A.19, paragraph (), isliable to the commissioner for a penalty of $100 for each failure.

(c) If the owner or managing agent knowingly gives rent certificates that report total rent constituting property
taxes in excess of the amount of actual rent constituting property taxes paid on the rented part of a property, the
owner or managing agent is liable for a penalty equal to the greater of (1) $100 or (2) 50 percent of the excess that is
reported. An overstatement of rent constituting property taxes is presumed to be knowingly made if it exceeds by
ten percent or more the actua rent congtituting property taxes.

EFFECTIVE DATE. Thissection is effective for property tax refund claims filed on or after July 1, 2007.

Sec. 8. Minnesota Statutes 2006, section 289A.60, subdivision 27, is amended to read:

Subd. 27. Reportable transaction understatement. (@) If a taxpayer has a reportable transaction
understatement for any taxable year, an amount equal to 20 percent of the amount of the reportable transaction
understatement must be added to the tax.
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(b)(1) For purposes of this subdivision, "reportable transaction understatement” means the product of:

(i) the amount of the increase, if any, in taxable income that results from a difference between the proper tax
treatment of an item to which this section applies and the taxpayer's treatment of that item as shown on the
taxpayer'stax return; and

(i) the highest rate of tax imposed on the taxpayer under section 290.06 determined without regard to the
understatement.

(2) For purposes of clause (1)(i), any reduction of the excess of deductions allowed for the taxable year over
grossincome for that year, and any reduction in the amount of capital |osses which would, without regard to section
1211 of the Internal Revenue Code, be allowed for that year, must be treated as an increase in taxable income.

(c) Thissubdivision appliesto any item that is attributabl e to:

(2) any listed transaction under section 289A.121; and

(2) any reportable transaction, other than a listed transaction, if a significant purpose of that transaction is the
avoidance or evasion of federal income tax liability.

(d) Paragraph () applies by substituting "30 percent" for "20 percent" with respect to the portion of any
reportable transaction understatement with respect to which the disclosure requirements of section 289A.121,
subdivision 5, and section 6664(d)(2)(A) of the Internal Revenue Code are not met.

(e)(1) No penalty applies under this subdivision with respect to any portion of a reportable transaction
understatement if the taxpayer shows that there was reasonable cause for the portion and that the taxpayer acted in
good faith with respect to the portion. This paragraph applies only if:

(i) the relevant facts affecting the tax treatment of the item are adequately disclosed as required under section
289A.121;

(ii) thereis or was substantial authority for the treatment; and
(iii) the taxpayer reasonably believed that the treatment was more likely than not the proper treatment.
(2) A taxpayer who did not adequately disclose under section 289A.121 meets the requirements of clause (1)(i),

if the commissioner abates the penalty imposed by subdivision 26, paragraph (d), under section-270C-34 subdivision
26, paragraph (q).

(3) For purposes of clause (1)(iii), a taxpayer is treated as having a reasonable belief with respect to the tax
treatment of an item only if the belief:

(i) is based on the facts and law that exist when the return of tax which includesthe tax treatment isfiled; and

(ii) relates soldy to the taxpayer's chances of success on the merits of the treatment and does not take into
account the possibility that a return will not be audited, the trestment will not be raised on audit, or the treatment
will be resolved through settlement if it is raised.

(4) An opinion of atax advisor may not be relied upon to establish the reasonable belief of a taxpayer if:

(i) the tax advisor:
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(A) is a materia advisor, as defined in section 289A.121, and participates in the organization, management,
promotion, or sale of the transaction or is related (within the meaning of section 267(b) or 707(b)(1) of the Internal
Revenue Code) to any person who so participates;

(B) is compensated directly or indirectly by a material advisor with respect to the transaction;

(C) has a fee arrangement with respect to the transaction which is contingent on al or part of the intended tax
benefits from the transaction being sustained; or

(D) has a disqualifying financial interest with respect to the transaction, as determined under United States
Treasury regulations prescribed to implement the provisions of section 6664(d)(3)(B)(ii)(1V) of the Internal Revenue
Code; or

(i) the opinion:

(A) isbased on unreasonable factual or legal assumptions, including assumptions as to future events;

(B) unreasonably relies on representations, statements, findings, or agreements of the taxpayer or any other
person;

(C) does not identify and consider all relevant facts; or
(D) failsto meet any other requirement as the Secretary of the Treasury may prescribe under federd law.
(f) The penalty imposed by this subdivision appliesin lieu of the penalty imposed under subdivision 4.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 9. Minnesota Statutes 2006, section 289A.60, is amended by adding a subdivision to read:

Subd. 28. Preparer identification number. Any Minnesota individual income tax return or claim for refund
prepared by a "tax refund or return preparer™ as defined in subdivision 13, paragraph (f), shall bear the identification
number the preparer is required to use federally under section 6109(a)(4) of the Internal Revenue Code. A tax
refund or return preparer who prepares a Minnesota individual income tax return or claim for refund and fails to
include the required number on the return or claim is subject to a penalty of $50 for each failure.

EFFECTIVE DATE. This section is effective for returns prepared for tax years beginning after December 31,
2006.

Sec. 10. Minnesota Statutes 2006, section 290.06, subdivision 33, is amended to read:

Subd. 33. Bovine testing credit. (8) An owner of cattle in Minnesota may take a credit against the tax due
under this chapter for an amount equa to one-half the expenses incurred during the taxable year to conduct
tubercul osis testing on those cattle.

(b) If the amount of credit which the taxpayer is digible to receive under this subdivision exceeds the taxpayer's
tax liability under this chapter, the commissioner of revenue shall refund the excess to the taxpayer.

(c) The amount necessary to pay claims for the refund provided in this subdivision is appropriated from the
general fund to the commissioner of revenue.
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(d) Expenses incurred in a calendar year in which tuberculosis testing of cattle in Minnesota is not federally
required arenot alowed in claming the credit under paragraph (a).

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2007.

Sec. 11. Minnesota Statutes 2006, section 290.067, subdivision 2b, is amended to read:

Subd. 2b. Inflation adjustment. The commissioner shall adjust the dollar amount of the income threshold at

which the maximum credlt beglns to be reduced under subdivision 2 must—be—adjusted—fer—mﬂatlen—'Fhe

under—theAdmmr&ratweﬂeeedureAet_ by the percentaqe determlned pursuant to the provrsrons of sectlon 1(f) of
the Internal Revenue Code, except that in section 1(f)(3)(B) the word "1999" shdl be substituted for the word
"1992." For 2001, the commissione shall then determine the percent change from the 12 months ending on
August 31, 1999, to the 12 months ending on August 31, 2000, and in each subsequent year, from the 12 months
ending on August 31, 1999, to the 12 months ending on August 31 of the year preceding the taxable year. The
determination of the commissioner pursuant to this subdivision must not be considered a "rul€" and is not subject to
the Administrative Procedure Act contained in chapter 14. The threshold amount as adjusted must be rounded to the
nearest $10 amount. |f the amount ends in $5, the amount isrounded up to the nearest $10 amount.

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.

Sec. 12. Minnesota Statutes 2006, section 290.0671, subdivision 7, is amended to read:

Subd. 7. Inflation adjustment. The earned income amounts used to calculate the credit and the income
thresholds at which the maximum credlt beglns to be reduced in subdrvrsron 1 mugt be adjusted for inflation. The
commissioner shdl r s

eal

begmnmgtafter—Deeember%l—Z@OO—adwst bv the percentaqe determlned pursuant to the provrsrons of sectlon 1(f) o)
the Internal Revenue Code, except that in section 1(f)(3)(B) the word "1999" shdl be substituted for the word
"1992." For 2001, the commissioner shall then determine the percent change from the 12 months ending on
August 31, 1999, to the 12 months ending on August 31, 2000, and in each subsequent year, from the 12 months
ending on August 31, 1999, to the 12 months ending on August 31 of the year preceding the taxable year. The
earned income thresholds as adjusted for inflation must be rounded to the nearest $10 amount. |f the amount endsin
$5, the amount is rounded up to the nearest $10 amount. The determination of the commissioner under this
subdivision is not arule under the Administrative Procedure Act.

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.

Sec. 13. Minnesota Statutes 2006, section 290.191, subdivision 8, is amended to read:

Subd. 8. Deposit; definition. (a) "Deposit,” as used in subdivision 7 6, paragraph (n), has the meanings in this
subdivision.

(b) "Deposit" means the unpaid balance of money or its equivalent received or held by a financia institution in
the usual course of business and for which it has given or is obligated to give credit, either conditionally or
unconditionally, to a commercia, checking, savings, time, or thrift account whether or not advance notice is
required to withdraw the credited funds, or which is evidenced by its certificate of deposit, thrift certificate,

investment certificate, or certificate of indebtedness, or other similar name, or a check or draft drawn against a
deposit account and certified by the financial institution, or a letter of credit or a traveler's check on which the
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financial inditution is primarily liable. However, without limiting the generdity of the term "money or its
equivalent,” any such account or instrument must be regarded as evidencing the receipt of the equivalent of money
when credited or issued in exchange for checks or drafts or for a promissory note upon which the person obtaining
the credit or instrument is primarily or secondarily liable, or for a charge against a deposit account, or in settlement
of checks, drafts, or other instruments forwarded to the bank for collection.

(c) "Deposit" means trust fundsreceived or held by the financial ingtitution, whether held in the trust department
or held or deposited in any other department of the financial institution.

(d) "Deposit" means money received or held by a financial ingtitution, or the credit given for money or its
equivalent received or held by afinancial ingitution, in the usual course of businessfor a special or specific purpose,
regardless of the legal relationship so established. Under this paragraph, "deposit” includes, but is not limited to,
escrow funds, funds held as security for an obligation due to the financia ingtitution or others, including funds held
as dealersreserves, or for securities|loaned by the financial institution, funds deposited by a debtor to meet maturing
obligations, funds deposited as advance payment on subscriptions to United States government securities, funds held
for distribution or purchase of securities, funds held to meet its acceptances or letters of credit, and withheld taxes.
It does not include funds received by the financial inditution for immediate application to the reduction of an
indebtedness to the receiving financia ingtitution, or under condition that the receipt of the funds immediately
reduces or extinguishes the indebtedness.

(e) "Deposit" means outstanding drafts, including advice or another such institution, cashier's checks, money
orders, or other officer's checksissued in the usua course of business for any purpose, but not including those issued
in payment for services, dividends, or purchases or other costs or expenses of the financial ingitution itself.

(f) "Deposit" means money or its equivalent held as a credit balance by a financid institution on behalf of its
customer if the entity is engaged in soliciting and holding such balances in the regular course of its business.

(9) Interingtitution fund transfers are not deposits.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 14. Minnesota Statutes 2006, section 290A.03, subdivison 7, is amended to read:

Subd. 7. Dependent. "Dependent” means any person who is considered a dependent under sections 151 and
152 of the Internal Revenue Code. . . he-clai !

ecaived NMinneso mHAHAY

EFFECTIVE DATE. This section is effective for property tax refunds based on rents paid after December 31,

2006, and property taxes payabl e after December 31, 2007.

ARTICLE 11
DEPARTMENT SALESAND USE TAXES

Section 1. Minnesota Statutes 2006, section 289A.40, subdivision 2, is amended to read:
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Subd. 2. Bad debt loss. If a claim relates to an overpayment because of a failure to deduct a loss due to a bad
debt or to a security becoming worthless, the claim is considered timely if filed within seven years from the date
prescribed for thefiling of thereturn. A claim reI atlng toan overpayment of taxes under chapter 297A must be filed
within 3-1/2 years from the date preseri
oenly-H-filed-within-the-extended-time when the bad debt was ( 1) ertten off as uncollectl bIe in the taxpaver S books
and records, and (2) either digible to be deducted for federal income tax purposes or would have been digible for a
bad debt deduction for federal income tax purposes if the taxpayer were required to file a federal income tax return,
or within one year from the date the taxpayer's federal income tax return is timely filed claiming the bad debt
deduction, whichever period islater. Therefund or credit islimited to the amount of overpayment attributable to the
loss. "Bad debt" for purposes of this subdivision, has the same meaning as that term is used in United States Code,
title 26, section 166, except that for a claim relating to an overpayment of taxes under chapter 297A the following
are excluded from the calculation of bad debt: financing charges or interest; sales or use taxes charged on the
purchase price; uncollectible amounts on property that remain in the possession of the seller until the full purchase
price is paid; expenses incurred in attempting to collect any debt; and repossessed property. For purposes of
reporting a payment received on previousy claimed bad debt under chapter 297A, any payments made on a debt or
account are applied first proportionally to the taxable price of the property or service and the sales tax on it, and
secondly to interest, service charges, and any other charges.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2006, section 289A.56, is amended by adding a subdivision to read:

Subd. 8. Border city zone refunds. Notwithstanding subdivision 3, for refunds payable under section
469.1734, subdivision 6, interest is computed from 90 days after therefund claim is filed with the commissioner.

EFFECTIVE DATE. Thissection is effective for refund claims filed on or after July 1, 2007.

Sec. 3. Minnesota Statutes 2006, section 289A.60, subdivision 25, is amended to read:

Subd. 25. Penalty for failure to properly complete sales and use tax return. A person who fails to report
local satestax taxes required to be reported on a sales and use tax return or who fails to report local salestax taxes
on separate tax lines on the sales and use tax return is subject to a penalty of five percent of the amount of tax not
properly reported on thereturn. A person who files a consolidated tax return but fails to report location information
is subject to a $500 penalty for each return not containing location information. In addition, the commissioner may
revoke the privilege for a taxpayer to file consolidated returns and may require the taxpayer to separately register
each location and to file atax return for each location.

EFFECTIVE DATE. Thissection is effective for returnsfiled after June 30, 2007.

Sec. 4. Minnesota Statutes 2006, section 289A.60, is amended by adding a subdivision to read:

Subd. 29. Penalty for failure to report liquor sales. In the case of a failure to file an informational return
required by section 297A.8155 with the commissioner on or before the date prescribed, the person failing to file the
report shall pay a penalty of $500 each failure. If afailureto file areport is intentional, the penalty shall be $1,000
each failure.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 5. Minnesota Statutes 2006, section 297A.61, subdivision 3, is amended to read:

Subd. 3. Sale and purchase. (a) "Sae" and "purchase" include, but are not limited to, each of the transactions
listed in this subdivision.

(b) Sale and purchase include:

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

(2) theleasing of or the granting of a license to 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) Sdle and purchase include the preparing for a consideration of food. Notwithstanding section 297A.67,
subdivision 2, taxable food includes, but isnot limited to, the following:

(1) prepared food sold by theretailer;

(2) soft drinks;

(3) candy;

(4) dietary supplements; and

(5) al food sold through vending machines.

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

(f) A sale and a purchase includes the transfer for a consideration of prewritten computer software whether
delivered electronically, by load and leave, or otherwise.

(g9) A saleand a purchase includes the furnishing for a consideration of the following services:

(1) 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, hedth clubs, and spas
or athletic facilities;

(2) lodging and related services by a hotel, rooming house, resort, campground, motel, or trailer camp, including
furnishing the guest of the facility with access to telecommunication services, and the granting of any similar license
to use real property in a specific facility, other than the renting or leasing of it for a continuous period of 30 days or
more under an enforceable written agreement that may not be terminated without prior notice;

(3) nonresidentid parking services, whether on a contractual, hourly, or other periodic basis, except for parking
at ameter;
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(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 genera 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 smilar athletic or sports facilities;

(5) ddivery of aggregate materials and concrete block by a third party if the delivery would be subject to the
sales tax if provided by the sdler of the aggregate materia or concrete block, unless the aggregate materials are
deposited substantialy in place. Aggregate material is deposited substantialy in place if the aggregate materia is
deposited directly from the transporting vehicle, or through spreaders from the transporting vehicle, at the actual
place whereit will be graded or compacted; 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;

(i) 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 services and pest control and exterminating
Services;

(iv) detective, security, burglar, firealarm, 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, except
when performed as part of aland clearing contract as defined in section 297A.68, subdivision 40; and tree trimming
for public utility lines. Services performed under a construction contract for the ingtallation of shrubbery, plants,
sod, trees, bushes, and similar items are not taxabl e;

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

(viii) the furnishing of lodging, board, and care services for animas 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 personal property” and "retail sale" include taxable
serviceslisted in clause (6), items (i) to (vi) and (viii), and the provision of these 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 corporations are not taxable. For purposes of the preceding sentence, "affiliated
group of corporations’ means those entities that would be classified as members of an affiliated group as defined
under United States Code, title 26, section 1504, disregarding the exclusionsin section 1504(b).

(h) A sale and a purchase includes the furnishing for a consideration of tangible persona property or taxable
services by the United States or any of its agencies or ingrumentalities, 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, ineluding
ancillary services associated with tel ecommunication services, cable television services and, direct satellite services,
and ring tones. Felecommunications Telecommunication services include, but are not limited to, the following
services, as defined in section 297A.669: air-to-ground radiotel ephone service, mobile telecommunication service,
postpaid calling service, prepaid calling service, prepaid wireless calling service, and private communication
services. The servicesin this paragraph are taxed to the extent allowed under federal law.

(i) A sale and a purchase includes the furnishing for a consideration of installation if the ingalation charges
would be subject to the sales tax if the installation were provided by the seller of theitem being installed.

(k) A sale 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 after June 30, 2007, except that the
amendments to paragraphs (q), clause (2), and (i), are effective for sales and purchases made on or after January 1,
2008.

Sec. 6. Minnesota Statutes 2006, section 297A.61, subdivision 4, is amended to read:

Subd. 4. Retail sale. (a) A "retail sal€' means any sale, lease, or renta for any purpose, other than resale
sublease, or subrent of items by the purchaser in the normal course of business as defined in subdivision 21.

(b) A sale of property used by the owner only by leasing it to others or by holding it in an effort to lease it, and
put to no use by the owner other than resale after the lease or effort to lease, isa sale of property for resale.

(c) A sale of master computer software that is purchased and used to make copies for sale or lease is a sale of
property for resale.

(d) A sale of building materials, supplies, and equipment to owners, contractors, subcontractors, or builders for
the erection of buildings or the alteration, repair, or improvement of real property is aretail salein whatever quantity
sold, whether the sale is for purposes of resalein the form of real property or otherwise.

(e) A sale of carpeting, linoleum, or similar floor covering to a person who provides for installation of the floor
covering is a retail sale and not a sale for resale since a sale of floor covering which includes installation is a
contract for theimprovement of real property.
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(f) A sale of shrubbery, plants, sod, trees, and similar items to a person who provides for installation of the items
isaretail sdle and not a sale for resale since a sale of shrubbery, plants, sod, trees, and similar items that includes
installation isa contract for the improvement of real property.

(g) A sale of tangible persona property that is awarded as prizesis a retail sale and isnot considered a sale of
property for resale.

(h) A sde of tangible personal property utilized or employed in the furnishing or providing of services under
subdivision 3, paragraph (g), clause (1), incuding, but not limited to, property given as promotional items, is aretail
saleand is not considered a sale of property for resae.

(i) A sale of tangible personal property used in conducting lawful gambling under chapter 349 or the State
Lottery under chapter 349A, including, but not limited to, property given as promotiona items, isaretail saleand is
not considered a sale of property for resale.

(i) A sale of machines, equipment, or devices that are used to furnish, provide, or dispense goods or services,
including, but not limited to, coin-operated devices, isaretail sale and isnot considered a sale of property for resale.

(K) In the case of alease, aretail sale occurs (1) when an obligation to make a lease payment becomes due under
the terms of the agreement or the trade practices of the lessor or (2) in the case of a lease of a motor vehicle, as
defined in section 297B.01, subdivision 5, but excluding vehicles with a manufacturer's gross vehicle weight rating
greater than 10,000 pounds and rentals of vehicles for not more than 28 days, at the time the lease is executed.

() In the case of a conditional sales contract, aretail sale occurs upon the transfer of title or possession of the
tangible personal property.

(m) A sde of abundled transaction in which one or more of the products included in the bundle is a taxable
product is aretal sale, except that if one of the products is a telecommunication service, ancillary service, Internet
access, or audio or video programming service, and the seller has maintained books and records identifying through
reasonable and verifiable standards the portions of the price that are attributable to the distinct and separately
identifiable products, then the products are not considered part of a bundled transaction. For purposes of this

paragraph:

(1) the books and records maintained by the seller must be maintained in the regular course of business, and do
not include books and records created and maintained by the seller primarily for tax purposes;

(2) books and records maintained in the regular course of business include, but are not limited to, financia
statements, general ledgers, invoicing and billing systems and reports, and reports for regulatory tariffs and other
regulatory matters; and

(3) books and records are maintained primarily for tax purposes when the books and records identify taxable and
nontaxable portions of the price, but the sdler maintains other books and records that identify different prices
attributabl e to the digtinct products included in the same bundled transaction.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.
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Sec. 7. Minnesota Statutes 2006, section 297A.61, subdivision 7, is amended to read:

Subd. 7. Salesprice. (a) "Sales price' means the measure subject to sales tax, and means the total amount of
consideration, including cash, credit, personal property, and services, for which persona property or services are
sold, leased, or rented, valued in money, whether received in money or otherwise, without any deduction for the
following:

(1) the seller's cost of the property sold;

(2) the cost of materias used, labor or service cost, interest, losses, all costs of transportation to the sdler, all
taxes imposed on the seller, and any other expenses of the sdller;

(3) charges by the sdller for any services necessary to complete the sale, other than ddivery and ingalation
charges,

(4) ddivery charges, except the percentage of the delivery charge allocated to delivery of tax exempt property,
when the dedlivery charge is allocated by using either (i) a percentage based on the total sales price of the taxable
property compared to the total saes price of all property in the shipment, or (ii) a percentage based on the tota
weight of the taxable property compared to the total weight of all property in the shipment; and

(5) ingalation charges-and.

(b) Sales price does not include:

(1) discounts, including cash, terms, or coupons, that are not reimbursed by a third party and that are alowed by
the sdller and taken by a purchaser on asale;

(2) interest, financing, and carrying charges from credit extended on the sale of personal property or services, if
the amount is separately stated on the invoice, bill of sale, or similar document given to the purchaser; and

(3) any taxes legally imposed directly on the consumer that are separately stated on the invoice, bill of sale, or
similar document given to the purchaser.

(c) Sales price includes consideration received by the seller from third parties if:

(1) the sdller actualy receives consideration from a party other than the purchaser and the consideration is
directly related to a price reduction or discount on the sale;

(2) the seller has an obligation to pass the price reduction or discount through to the purchaser;

(3) the amount of the consideration attributable to the sale is fixed and determinable by the sdller at the time of
the sale of theitem to the purchaser; and

(4) one of the following criteriais met:
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(i) the purchaser presents a coupon, certificate, or other documentation to the seller to claim a price reduction or
discount when the coupon, certificate, or documentation is authorized, distributed, or granted by a third party with
the understanding that the third party will reimburse any seller to whom the coupon, certificate, or documentation is

presented;

(ii) the purchaser identifies himsalf or hersdf to the seller as a member of a group or organization entitled to a
price reduction or discount. A "preferred customer” card that is available to any customer does not constitute
membership in such a group; or

(iii) the price reduction or discount is identified as a third-party price reduction or discount on the invoice
received by the purchaser or on a coupon, certificate, or other documentation presented by the purchaser.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008, except
that the amendment to paragraph (a), clause (4), is effective the day following final enactment.

Sec. 8. Minnesota Statutes 2006, section 297A.61, subdivision 10, is amended to read:

Subd. 10. Tangible personal property. (@) "Tangible personal property” means personal property that can be
seen, weighed, measured, felt, or touched, or that is in any other manner perceptible to the senses. "Tangible
persona property” includes, but is not limited to, electricity, water, gas, steam, and prewritten computer software;

(b) Tangible personal property does not include:

(1) large ponderous machinery and equipment used in a business or production activity which a common law
would be considered to be red property;

(2) property which is subject to an ad valorem property tax;
(3) property described in section 272.02, subdivision 9, clauses (@) to (d); and
(4) property described in section 272.03, subdivision 2, clauses (3) and (5).

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 9. Minnesota Statutes 2006, section 297A.61, subdivision 24, is amended to read:

Subd. 24. Teecommunications services. (a) "Telecommunications services' means the eectronic
transmission, conveyance, or routlng of voice, data, audlo V|deo or any other mformatlon or sagndsto a p0| nt, or

(b) Telecommunications services in 2!
hetel-to-its-guests: include transmission, conveyance, or routlnq in WhICh computer processing appllcatl onsare u%d

to act on the form, code, or protocol of the content for purposes of transmission, conveyance, or routing, without
regard to whether the service is referred to as voice over Internet protocol services or is classified by the Federal
Communications Commission as enhanced or value added.

(c) Telecommunications services do not include:
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(1) data processing and information services that dlow data to be generated, acquired, stored, processed, or

retrieved and delivered by an electronic transmission to a purchaser when the purchaser's primary purpose for the
underlying transaction is the processed data or information;

(2) ingallation or maintenance of wiring or equipment on a customer's premises,

(3) tangible personal property;

(4) advertising, incdluding, but not limited to, directory advertising;

(5) billing and collection services provided to third parties;

(6) Internet access service,

(7) radio and television audio and video programming services, regardless of the medium, including the
furnishing of transmission, conveyance, and routing of such services by the programming service provider. Radio
and television audio and video programming services includes, but is not limited to, cable service as defined in
United States Code, title 47, section 522(6), and audio and video programming services delivered by commercial
mobile radio service providers, as defined in Code of Federal Regulations, title 47, section 20.3;

(8) ancillary services; or

(9) digital products delivered eectronically, including, but not limited to, software, music, video, reading
materias, or ring tones.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 10. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 38. Bundled transaction. (a) "Bundled transaction” means the retail sale of two or more products when
the products are otherwise distinct and identifiable, and the products are sold for one nonitemized price. Asused in
this subdivision, "product” includes tangible persona property, services, intangibles, and digital goods, but does not
include rea property or servicesto real property. A bundled transaction does not include the sale of any productsin
which the sales price varies, or is negotiable, based on the sdection by the purchaser of the products included in the
transaction.

(b) For purposes of this subdivision, "distinct and identifiable" products does not include:
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(1) packaging and other materials, such as containers, boxes, sacks, bags, and bottles, wrapping, labels, tags, and
instruction guides, that accompany the retail sale of the products and are incidental or immaterial to the retail sae.
Examples of packaging that are incidental or immateria include grocery sacks, shoe boxes, dry cleaning garment
bags, and express delivery envelopes and boxes;

(2) apromotiona product provided free of charge with the required purchase of another product. A promotional
product is provided free of chargeif the sales price of another product, which is required to be purchased in order to
receive the promational product, does not vary depending on the inclusion of the promotional product; and

(3) itemsincluded in the definition of sales price.

(c) For purposes of this subdivision, the term "one nonitemized price’ does not include a price that is separately
identified by product on binding sales or other supporting salesrelated documentation made available to the
customer in paper or dectronic form including, but not limited to an invoice, bill of sale, receipt, contract, service
agreement, |ease agreement, periodic notice of rates and services, rate card, or pricelist.

(d) A transaction that otherwise meets the definition of a bundled transaction is not a bundled transaction if itis:

(1) theretail sdle of tangible persona property and a service and the tangible personal property is essentia to the
use of the service, and is provided exclusively in connection with the service, and the true object of the transaction is
the service;

(2) theretail sde of services if one serviceis provided that is essentia to the use or receipt of a second service
and the first service is provided exclusively in connection with the second service and the true object of the
transaction isthe second service;

(3) atransaction that includes taxable products and nontaxable products and the purchase price or sales price of
the taxable productsis de minimis; or

(4) theretail sale of exempt tangible persona property and taxable tangible persona property if:

(i) the transaction includes food and food ingredients, drugs, durable medical eguipment, mobility enhancing
equipment, over-the-counter drugs, prosthetic devices, or medical supplies; and

(ii) the sdller's purchase price or sales price of the taxable tangible personal property is 50 percent or less of the
total purchase price or sales price of the bundled tangible personal property. Sellers must not use a combination of
the purchase price and sales price of the tangible personal property when making the 50 percent determination for a
transaction.

(e) For purposes of this subdivision, "purchase price’ means the measure subject to use tax on purchases made
by the sdller, and "de minimis' means that the sdller's purchase price or saes price of the taxable products is ten
percent or less of the total purchase price or sales price of the bundled products. Sellers shall use either the purchase
price or the sales price of the products to determine if the taxable products are de minimis. Sdlers must not use a
combination of the purchase price and sales price of the products to determine if the taxable products are de
minimis. Sellers shall usethe full term of a service contract to determine if the taxable products are de minimis.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.
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Sec. 11. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 39. Ancillary services. "Ancillary services' means services that are associated with or incidental to the
provision of telecommunications services, including, but not limited to, conference bridging service, detailed
telecommunications billing, directory assistance, vertical service, and voice mail services.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 12. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 40. Conference bridging service. "Conference bridging service' means an ancillary service that links
two or more participants of an audio or video conference call and may include the provision of a telephone number.
Conference bridging service does not include the tel ecommuni cations services used to reach the conference bridge.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 13. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 41. Detailed telecommunications billing service. "Detailed telecommunications billing service' means
an ancillary service of separately stating information pertaining to individual calls on a customer's billing statement.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 14. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 42. Directory assistance. "Directory assistance’ means an ancillary service of providing telephone
number information or address information, or both.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 15. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 43. Vertical service. "Vertical service' means an ancillary service that is offered in connection with one
or more telecommunications services and which offers advanced calling features that allow customers to identify
callers and to manage multiple calls and call connections, induding conference bridging services.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 16. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 44. Voice mail service. "Voice mail service' means an ancillary service that enables the customer to
store, send, or receive recorded messages. Voice mail service does not include any vertical services that the
customer may be required to have in order to utilize the voice mail service.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 17. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 45. Ring tone. "Ring tone' means a digitized sound file that is downloaded onto a device and that may
be used to alert the customer of atel ecommunication service with respect to a communi cation.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 18. Minnesota Statutes 2006, section 297A.61, is amended by adding a subdivision to read:

Subd. 46. Fur clothing. "Fur clothing” means human wearing apparel that is required by the Federal Fur
Products Labeling Act, United States Code, title 15, section 69, to be labeled as a fur product, and the value of the
fur components in the product is more than three times the value of the next most valuable tangible component. For
purposes of this subdivision, "fur" means any animal skin or part of an animal skin with hair, fleece, or fur fibers
attached to it, either in its raw or processed state, but does not include animal skins that have been converted into
leather or suede, or from which the hair, fleece, or fur fiber has been completely removed in processing the skins.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after July 1, 2007.

Sec. 19. Minnesota Statutes 2006, section 297A.63, subdivison 1, is amended to read:

Subdivision 1. Use of tangible personal property or taxable services. (a) For the privilege of using, storing,
distributing, or consuming in Minnesota tangible persona property or taxable services purchased for use, storage,
distribution, or consumption in this state, a use tax is imposed on a person in Minnesota. The tax isimposed on the
purchase price of retail sales of the tangible personal property or taxable services at the rate of tax imposed under
section 297A.62. A person that purchases property from a Minnesota retailer and returns the tangible personal
property to a point within Minnesota, except in the course of interstate commerce, after it was delivered outside of
Minnesota, is subject to the use tax.

(b) No tax isimposed under paragraph (a) if the tax imposed by section 297A.62 was paid on the sales price of
the tangible personal property or taxable services.

(c) No tax is imposed under paragraph () if the purchase meets the requirements for exemption under section
297A.67, subdivision 21.

(d) When a transaction otherwise meets the definition of a bundled transaction, but is not a bundled transaction
under section 297A.61, subdivision 38, paragraph (d), and the sdller's purchase price of the taxable product or
taxable tangible personal property is equal to or greater than $100, then use tax is imposed on the purchase price of
the taxable product or taxable persona property. For purposes of this paragraph, "purchase price' means the
measure subject to use tax on purchases made by the sdller.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 20. Minnesota Statutes 2006, section 297A.665, is amended to read:
297A.665 PRESUMPTION OF TAX; BURDEN OF PROOF.

(@) 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:

(2) al grossreceipts are subject to the tax; and

(2) @l retail sdlesfor delivery in Minnesota are for storage, use, or other consumption in Minnesota.

(b) The burden of provmg that a sde is not ataxable retail saei ison the seller Hewever—theeeuer—may—take
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(1) the seller obtains a fully completed exemption certificate or all the relevant information required by section
297A.72, subdivision 2, at thetime of the sale or within 90 days after the date of the sale; or

(2) if the seller has not obtained a fully completed exemption certificate or all the relevant information required
by section 297A.72, subdivison 2, within the time provided in clause (1), within 120 days after a request for
substantiation by the commissioner, the seller either:

(i) obtains in good faith a fully completed exemption certificate or al the relevant information required by
section 297A.72, subdivision 2, from the purchaser; or

(ii) proves by other meansthat the transaction was not subject to tax.

(c) Notwithstanding paragraph (b), relief from liability does not apply to a seller who:

(1) fraudulently failsto collect thetax; or

{e)_(d) A purchaser of tangible personal 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 aretailer
for storage, use, or consumption in Minnesota.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 21. Minnesota Statutes 2006, section 297A.669, subdivision 3, isamended to read:

Subd. 3. Defined telecommunications services sourcing. The sale of the following telecommunication
services shall be sourced to each level of taxing jurisdiction in paragraphs (a) to (d).

(a) A sale of mabile telecommunications services, other than air-to-ground radiotel ephone service and prepaid
calling service, is sourced to the customer's place of primary use as required by the Mobile Telecommunications
Sourcing Act.

(b) A sale of postpaid calling service is sourced to the origination point of the telecommunications sgnal as first
identified by either:

(1) the seller's telecommuni cations system; or

(2) information received by the seller from its service provider, where the system used to transport such signas
isnot that of the sdller.

(c) A sale of prepaid calling service or prepaid wireless calling service is sourced in accordance with section
297A.668, subdivision 2. However, in the case of a sale of mebile-telecommunications-service-that-is a prepaid
telecommunications wireless calling service, the rule provided in section 297A.668, subdivision 2, paragraph (f),
shall include as an option the location associated with the mobile telephone number.
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(d) A sale of a private communication serviceis sourced as follows:

(1) service for a separate charge related to a customer channel termination point is sourced to each level of
jurisdiction in which the customer channel termination point is located;

(2) service where al customer termination points are located entirely within one jurisdiction or levels of
jurisdiction is sourced in such jurisdiction in which the customer channe termination points are | ocated;

(3) service for segments of a channel between two customer channel termination points located in different
jurisdictions and which segment of channel are separately charged is sourced 50 percent in each level of jurisdiction
in which the customer channel termination points are located; and

(4) service for segments of a channel located in more than one jurisdiction or levels of jurisdiction and which
segments are not separately billed is sourced in each jurisdiction based on the percentage determined by dividing the
number of customer channel termination points in the jurisdiction by the tota number of customer channel
termination points.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 22. Minnesota Statutes 2006, section 297A.669, subdivision 13, is amended to read:

Subd. 13. Postpaid calling service. "Postpaid calling service" for purposes of this section, means the
telecommuni cations service obtained by making a payment on a call-by-call basis either through the use of a credit
card or payment mechanism such as a bank card, travel card, credit card, or debit card, or by a charge made to a
telephone number that is not associated with the origination or termination of the telecommunications service. A
postpaid calling service includes a telecommunications service, except a prepaid wireess calling service, that would
be a prepaid calling service except it isnot exclusively a telecommunication service.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 23. Minnesota Statutes 2006, section 297A.669, subdivision 14, is amended to read:

Subd. 14. Prepaid calling service. "Prepaid calling service for purposes of this section, means a
telecommuni cations service that:

(1) provides theright to access exclusively telecommuni cations services-whieh;
(2) must be paid for in advance anrd-whieh;

(3) enables the origination of calls using an access number or authorization code, whether manually or
eectronicdly dialed;; and that

(4) issold in predetermined units or dollars of which the number declines with use in a known amount.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 24. Minnesota Statutes 2006, section 297A.669, is amended by adding a subdivision to read:

Subd. 14a. Prepaid wireless calling service. "Prepaid wirgless calling service," for purposes of this section,
means a tel ecommuni cations service that:
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(1) provides the right to utilize mobile wireless service as well as other nontelecommunications services,
including the download of digita products delivered eectronically, content, and ancillary services;

(2) must be paid for in advance; and

(3) issold in predetermined units or dollars of which the number declines with use in a known amount.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 25. Minnesota Statutes 2006, section 297A.669, is amended by adding a subdivision to read:

Subd. 17. Ancillary service. Thesae of an ancillary serviceis sourced to the customer's place of primary use.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 26. Minnesota Statutes 2006, section 297A.67, subdivison 8, is amended to read:

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

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

(c) Clothing does not include the following:

(1) belt buckles sold separately;

(2) costume masks sold separately;

(3) patches and emblems sold separately;

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

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

(6) clothing accessories or equipment;

(7) sports or recreational equipment; and

(8) protective equipment.

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

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after July 1, 2007.

Sec. 27. Minnesota Statutes 2006, section 297A.67, subdivison 9, is amended to read:

Subd. 9. Baby products. Breast pumps, baby bottles and nipples, pacifiers, teething rings, and infant syringes
are exempt.

EFFECTIVE DATE. This section is effective for sales and purchases made on or after the day following final
enactment.

Sec. 28. Minnesota Statutes 2006, section 297A.68, subdivison 11, isamended to read:

Subd. 11. Advertising materials. Materias designed to advertise and promote the sale of merchandise or
services are exempt if these materials are mailed or transferred to a person outside the state for use solely outside the
state. Mailing and reply envelopes and cards and other shipping materials including, but not limited to, boxes,
labels, containers, and banding, used exclusively in connection with these advertising and promotiona materials are
included in this exemption. The exemption applies regardiess of where the mailing occurs. The storage of these
materias in the state for the purpose of subsequently shipping or otherwise transferring the material out of state is
also exempt if the other conditionsin this subdivision are met. For purposes of this subdivision, materials that have
a primary purpose other than advertising, such as fulfilling a legal obligation or furnishing nonadvertising
information, are not materials designed to advertise and promote the sale of merchandise or services even if they do
include advertising content.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 29. Minnesota Statutes 2006, section 297A.68, subdivison 16, is amended to read:

Subd. 16. Packing materials. Packing materials used to pack and ship household goods and that are provided
to and remain with the customer of a for-hire carrier are exempt if the ultimate destination of the goods is outside
Minnesota and if the geeds packing materials are not later returned to a point within Minnesota, except in the course
of interstate commerce. This exemption does not apply to toals, equipment, pads, or accessories owned or leased by
the for-hire carrier.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4605

Sec. 30. Minnesota Statutes 2006, section 297A.68, subdivison 35, isamended to read:

Subd. 35. Telecommunications,cable television, and direct satellite equipment. (&) Telecommunications,
cable television, or direct satellite machinery and equipment purchased or leased for use directly by a
telecommunications, cable television, or direct satdlite service provider primarily in the provision of
telecommunications, cable television, or direct satellite services that are ultimately to be sold at retail are exempt,
regardless of whether purchased by the owner, a contractor, or a subcontractor.

(b) For purposes of this subdivision, "telecommunications, cable television, or direct satellite machinery and
equipment” includes, but isnot limited to:

(1) machinery, equipment, and fixtures utilized in receiving, initiating, amplifying, processing, transmitting,
retransmitting, recording, switching, or monitoring telecommunications, cable television, or direct satellite services,
such as computers, transformers, amplifiers, routers, bridges, repeaters, multiplexers, and other items performing
comparable functions,

(2) machinery, equipment, and fixtures used in the transportation of telecommunications, cable television, or
direct satellite services, radio transmitters and receivers, satdlite equipment, microwave equipment, and other
transporting media, but not wire, cable, fiber, poles, or conduit;

(3) ancillary machinery, equipment, and fixtures that regulate, control, protect, or enable the machinery in
clauses (1) and (2) to accomplish its intended function, such as auxiliary power supply, test equipment, towers,
heating, ventilating, and air conditioning equipment necessary to the operation of the telecommunications, cable
television, or direct satellite equipment; and software necessary to the operation of the telecommunications, cable
television, or direct satellite equipment; and

(4) repair and replacement parts, including accessories, whether purchased as spare parts, repair parts, or as
upgrades or modificationsto qualified machinery or equipment.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 31. Minnesota Statutes 2006, section 297A.70, subdivison 7, is amended to read:

Subd. 7. Hospitals and outpatient surgical centers. (@) Sales, except for those listed in paragraph (c), to a
hospital are exempt, if the items purchased are used in providing hospital services. For purposes of this subdivision,
"hospital” means a hospita organized and operated for charitable purposes within the meaning of section 501(c)(3)
of the Internal Revenue Code, and licensed under chapter 144 or by any other jurisdiction, and "hospital services'
are services authorized or required to be performed by a "hospital” under chapter 144.

(b) Sales, except for those listed in paragraph (c), to an outpatient surgical center are exempt, if the items
purchased are used in providing outpatient surgical services. For purposes of this subdivision, "outpatient surgical
center” means an outpatient surgical center organized and operated for charitable purposes within the meaning of
section 501(c)(3) of the Internal Revenue Code, and licensed under chapter 144 or by any other jurisdiction. For the
purposes of this subdivision, "outpatient surgica services' means. (1) services authorized or required to be
performed by an outpatient surgical center under chapter 144; and (2) urgent care. For purposes of this subdivision,
"urgent care" means health services furnished to a person whose medical condition is sufficiently acute to require
treatment unavailable through, or inappropriate to be provided by, a clinic or physician's office, but not so acute as
to require treatment in a hospital emergency room.
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(c) This exemption does not apply to the following products and services:

(1) purchases made by a clinic, physician's office, or any other medical facility not operating as a hospital or
outpatient surgical center, even though the clinic, office, or facility may be owned and operated by a hospital or
outpatient surgical center;

(2) sales under section 297A.61, subdivision 3, paragraph (g), clause (2), and prepared food, candy, and soft
drinks;

(3) building and construction materials used in constructing buildings or facilities that will not be used
principally by the hospital or outpatient surgical center;

(4) building, construction, or reconstruction materials purchased by a contractor or a subcontractor as a part of a
lump-sum contract or similar type of contract with a guaranteed maximum price covering both labor and materias
for usein the construction, alteration, or repair of a hospital or outpatient surgical center; or

(5) theleasing of amator vehicle as defined in section 297B.01, subdivision 5.

(d) A limited liability company also qualifies for exemption under this subdivision if (1) it consigs of a sole
member that would quaify for the exemption, and (2) the items purchased qualify for the exemption.

(e) An entity that contains both a hospital and a nonprofit unit may claim this exemption on purchases made for
both the hospital and nonprofit unit provided that:

(1) the nonprofit unit would have qudlified for exemption under subdivision 4; and

(2) the items purchased would have gualified for the exemption.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 32. Minnesota Statutes 2006, section 297A.70, is amended by adding a subdivision to read:

Subd. 18. Private communication service for State Lottery. Private communication service, as defined in
section 297A.61, subdivision 26, is exempt if the service is purchased by an agent acting on behalf of the State
Lottery.

EFFECTIVE DATE. Thissection is effective for sales and purchases made on or after January 1, 2008.

Sec. 33. Minnesota Statutes 2006, section 297A.72, is amended to read:
297A. 72 EXEMPTION CERTIFICATES.

Subd. 2. Content and form of exemption certificate. An exemption certificate must be substantially in the
form prescribed by the commissioner and. To be fully completed, the exemption certificate must:

(1)_either be signed by the purchaser if it is a paper form, or meet the requirements of section 270C.304.if in
eectronic form;

(2) bear the name and address of the purchaser; and

(3) indicate the sales-tax-acecount identification number-H-any; issued to the purchaser- asfollows:
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(i) the purchaser's Minnesota tax identification number;

(ii) if the purchaser does not have a Minnesota tax identification number, then the purchaser's state tax
identification number that isissued by a state other than Minnesota, and the name of that state;

(iii) if the purchaser does not have an identification number described in ether item (i) or (ii), then the
purchaser's federal Employer Identification Number; or

(iv) if the purchaser does not have an identification number described in item (i), (ii), or (iii), then ether the
number of the purchaser's state-issued driver's license, if valid in the state of issue, or if the purchaser does not have
adriver'slicense, avalid state-issued identification number, and the name of the state of issue;

(4) indicate the purchaser's type of business, using a businesstype coding system prescribed by the
commissioner; and

(5) indicate the reason for the exemption, using an _exemption reason coding system prescribed by the
COMMIiSsioner.

Subd. 3. Purchaser requirement. A blanket exemption certificate is an exemption certificate used for
continuing future purchases. A purchaser using a blanket exemption certificate must update it as needed to
accurately reflect theinformation that is required under subdivision 2.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 34. [297A.8155] LIQUOR REPORTING REQUIREMENTS; PENALTY.

A person who sdllsliquor, as defined in section 295.75, subdivision 1, in Minnesota to aretailer that sells liguor,
shadl file with the commissioner an annua informationa report, in the form and manne prescribed by the
commissioner, indicating the volume of liguor sold to each retailer in the previous calendar year. The report must be
filed on or before February 28 of each calendar year beginning in 2008. A person failing to file this report is subject
to the penalty imposed under Minnesota Statutes, section 289A.60.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 35. Minnesota Statutes 2006, section 297A.90, subdivison 2, is amended to read:

Subd. 2. Payment of tax. (@) Personswho areregistered asretailers may make purchasesin this state or import
property into this state without payment of the sales or use taxes imposed by this chapter at the time of purchase or
importation, if the purchases or importations come within the provisions of this section and are made in strict
compliance with the rules of the commissioner.

(b) A person described in subdivision 1 may elect to pay directly to the commissioner any sales or use tax that
may be due under this chapter for the acquisition of mobile transportation equipment and parts and accessories
attached or to be attached to such equipment registered under section 168.187.

(c) Thetotd cost of such equipment and parts and accessories attached or to be attached to such equipment must
be multiplied by a fraction. The numerator of the fraction is the Minnesota mileage as reported on the current pro
rata application provided for in section 168.187 and the denominator of the fraction is the total mileage reported on
the current pro rata registration application. The amount so determined must be multiplied by the tax rate to obtain
the tax due.
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In computlng the tax under thls sectlon "sales pnc does not include the amount of any ta;,%@eeept—any

taxes |mpowd dlr y on theretalJrer—er—the consumer that ae %paratelv stated on the invoice, b| [l of &ale or simi Iar

document given to the purchaser.

(d) A retailer covered by this section shall make a return and remit to the commissioner the tax due for the
preceding calendar month in accordance with sections 289A.11 and 289A.20, subdivision 4.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 36. Minnesota Statutes 2006, section 297B.035, subdivision 1, is amended to read:

Subdivision 1. Ordinary course of business. Except as provided in this section, motor vehicles purchased
solely for resale in the ordinary course of business by any motor vehicle dealer, as defined in section 168.011,
subdivision 21, who is licensed under section 168.27, subdivision 2 or 3, including vehicles which bear dedler plates
as authorized by section 168.27, subdivision 16, shall be exempt from the provisions of this chapter.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 37. Minnesota Statutes 2006, section 469.1734, subdivision 6, is amended to read:

Subd. 6. Sales tax exemption; equipment; construction materials. (@) The gross receipts from the sale of
machinery and equipment and repair parts are exempt from taxation under chapter 297A, if the machinery and
equipment:

(1) are used in connection with atrade or business,

(2) are placed in service in a city that is authorized to designate a zone under section 469.1731, regardless of
whether the machinery and equipment are used in a zone; and

(3) have a useful life of 12 months or more.
(b) The gross receipts from the sde of construction materias are exempt, if they are used to construct:

(1) afacility for usein atrade or business located in a city that is authorized to designate a zone under section
469.1731, regardless of whether the facility islocated in azone; or

(2) housing that islocated in azone.

The exemptions under this paragraph apply regardiess of whether the purchase is made by the owner, the user, or a
contractor.

() A purchaser may claim an exemption under this subdivision for tax on the purchases up to, but not
exceeding:

(1) the amount of the tax credit certificates received from the city, less

(2) any tax credit certificates used under the provisions of subdivisons 4 and 5, and section 469.1732,
subdivision 2.



55TH DAY] WEDNESDAY, APRIL 25, 2007 4609

(d) Thetax on sales of items exempted under this subdivision shall be imposed and collected as if the applicable
rate under section 297A.62 applied. Upon application by the purchaser, on forms prescribed by the commissioner, a
refund equal to the tax paid shall be paid to the purchaser. The application must include sufficient information to
permit the commissioner to verify the sales tax paid and the digibility of the claimant to receive the credit. No more
than two applications for refunds may be filed under this subdivision in a calendar year. The provisions of section
289A.40 apply to the refunds payable under this subdivision. There isannually appropriated to the commissioner of
revenue the amount required to make the refunds, which must be deducted from the amount of the city's allocation
under section 469.169, subdivision 12, that remains available and its limitation under section 469.1735.

(€) The amount to be refunded shall bear interest a the rate in section 270C.405 from the-date 90 days after the
refund claim isfiled with the commissioner.

EFFECTIVE DATE. Thissection is effective for refund claims filed on or after July 1, 2007.

Sec. 38. FUR TAXPAYMENTS.

() Furriers must file the annua return, required by Minnesota Statutes, section 295.60, subdivision 5, which
otherwise would be due March 15, 2008, by September 15, 2007.

(b) If afurrier isrequired by Minnesota Statutes, section 295.60, subdivision 3, to make installments of quarterly
estimates, then the furrier shall make the last installment by July 15, 2007.

EFFECTIVE DATE. EffectiveJuly 1, 2007, for sales and purchases made prior to July 1, 2007.

Sec. 39. REPEALER.

(a) Minnesota Statutes 2006, section 295.60, isrepeal ed.

(b) Minnesota Statutes 2006, section 297A.61, subdivision 20, is repeal ed.

(c) Minnesota Statutes 2006, section 297A.668, subdivision 6, isrepeal ed.

(d) Minnesota Statutes 2006, section 297A.67, subdivision 22, is repeal ed.

EFFECTIVE DATE. Paragraph (a) is effective for sales and purchases made on or after July 1, 2007;
paragraph (b) is effective for sales and purchases made on or after January 1, 2008; and paragraphs (c) and (d) are
effective the day following final enactment.

ARTICLE 12
DEPARTMENT PROPERTY TAXES AND AIDS
Section 1. Minnesota Statutes 2006, section 270.071, subdivision 7, is amended to read:
Subd. 7. Flight property. "Flight property” means al aircraft and flight equipment used in connection

therewith, including spare flight equipment. Flight property also includes computers and computer software used in
operating, controlling, or regulating aircraft and flight equipment.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 2. Minnesota Statutes 2006, section 270.072, subdivision 2, is amended to read:

Subd. 2. Assessment of flight property. Fhe Flight property of that is owned by, or is leased, loaned, or
otherwise made available to all airline companies operating in Minnesota shall be assessed and appraised annually
by the commissioner with reference to its value on January 2 of the assessment year in the manner prescribed by
sections 270.071 to 270.079. Aircraft with a gross weight of less than 30,000 pounds and used on intermittent or
irregularly timed flights shall be excluded from the provisions of sections 270.071 to 270.079.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 3. Minnesota Statutes 2006, section 270.072, subdivision 3, is amended to read:

Subd. 3. Report by airline company. Each year, on or before July 1, every airline company engaged in air

commerce in this state shall file with the commissioner en-or-before-the-time-fixed-by-the-commissioner a report

under oath setting forth specifically the information prescribed by the commissioner to enable the commissioner to
make the assessment required in sections 270.071 to 270.079, unless the commissioner determines that the airline
company or pereon should be excl uded from flllng because |ts activities do not constltute air commerce as deflned

EFFECTIVE DATE. This section is effective beginning January 2, 2007, for taxes payable in 2008 and
thereafter.

Sec. 4. Minnesota Statutes 2006, section 270.072, subdivision 6, is amended to read:

Subd. 6. Airflight property tax lien. The tax imposed under sections 270.071 to 270.079 isalien on al red
and pereonal property Wlthln thls state of the airline company in Whoee name the property is asseseed Fer—purpee&

The lien attaches on January 2 of each year for the taxes payable in the following year.

EFFECTIVE DATE. This section is effective beginning January 2, 2007, for taxes payable in 2008 and
thereafter.

Sec. 5. [270.0725] PENALTIES.

Subdivison 1. Penalty for late filing. If an airline company does not file its annua report by the date
designated in section 270.072, subdivision 3, a penalty of five percent of the tax being assessed is imposed on that
company. On August 1, and on thefirst day of each succeeding calendar month, an additiond five percent penalty
is imposed if the report has not yet been filed. For each airline company, the penaties imposed under this
subdivision for any one year are limited to thelesser of $25,000 or 25 percent of the assessed tax.

Subd. 2. Penalty for repeated instances of late filing. If thereis a pattern of repeated failures by an airline
company to timely file the report required by this section, a penalty of ten percent of the tax being assessed is
imposed on that company.

Subd. 3. Penalty for frivolous report. If an airline company files a frivolous annual report, a penalty of 25
percent of the tax being assessed isimposed on that company. A frivolous report under this section is a report that
would fulfill the criteria for afrivolous return under section 289A.60, subdivision 7, notwithstanding the restriction
in section 289A.01. In a proceeding involving the issue of whether or not an airline company is liable for this
pendlty, the burden of proof is on the commissioner.
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Subd. 4. Penalty for fraudulent report. If an airline company files a false or fraudulent annua report with
intent to evade or defeat the tax, a penaty equal to 50 percent of the tax being assessed isimposed on that company.

Subd. 5. Penalties added to tax. Penalties imposed under this section are added to the tax and collected as a
part of it.

EFFECTIVE DATE. Thissection is effective for annual reports due on or after July 1, 2007.

Sec. 6. [270.0735] EXAMINATION; INVESTIGATIONS; SUBPOENAS.

In addition to the powers granted to the commissioner in this chapter, and in order to determine net tax capacities
and issue notices of net tax_capacity and tax under sections 270.071 to 270.079, the commissioner_has the powers
contained in sections 270C.31 and 270C.32, for which purpose the word "taxpayer” as defined in section 270C.01
includes an airline company.

EFFECTIVE DATE. This section is effective beginning January 2, 2007, for taxes payable in 2008 and
thereafter.

Sec. 7. Minnesota Statutes 2006, section 270.074, subdivision 3, is amended to read:

Subd. 3. Tax capacity. (a) The net tax capacity of the flight property of every airline company shal-haveatax
eapaeity-ef is 70 percent of the value thereof apportioned to this state under subdivision 1, except that the net tax
capacity of quiet aircraft shal-have-a-tax—capacity-of is 40 percent of the value determined under subdivision 1.
Quiet-aireraft-shall-inelude "Quiet aircraft” means turboprops and aircraft defined as stage |11 or 1V by the Federal
Aeronautics Administration. If, in the opinion of the commissioner, other aircraft may be qualified as quiet aircraft,
the commissioner may adopt rules providing additional qualifications.

(b) The flight property of an airline company that owns or leases aircraft the mgjority of which are turboprops,
and which provides, during six months or more of the year that taxes are levied, scheduled passenger service to three
or more airportsinside or outside of this state that serve small or medium sized communities, shall be assessed at 50
percent of the assessment percentage otherwise set by paragraph (a).

EFFECTIVE DATE. This section is effective beginning January 2, 2007, for taxes payable in 2008 and
thereafter.

Sec. 8. Minnesota Statutes 2006, section 270.076, subdivision 1, is amended to read:

tax capacnv and of tax requwed under sectlon 270. 075 subdlwson 2, are orders of the commissioner. These orders

must be issued in conformance with section 270C.33, subdivisions 1 and 2, but are not subject to administrative
review under section 270C.35. These orders may be appealed to the Tax Court in the manner provided by-taw in
section 271.06 for appealing official orders of the commissioner that do not ded with valuation, assessment, or
taxation for property tax purposes, and the provisions of section 273.125, subdivisions 4 and 5, and chapter 278 do

not apply.

EFFECTIVE DATE. This section is effective beginning January 2, 2007, for taxes payable in 2008 and
thereafter.
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Sec. 9. Minnesota Statutes 2006, section 270.41, subdivision 1, is amended to read:

Subdivison 1. Creation; purpose; powers. A Board of Assessors is created. The board shall establish;
eonduet; review, supervise, coordinate, and approve courses in assessment practices, and establish criteria for
determining assessor's qualifications. The board shall aso consider other matters relating to assessment
adminigration brought before it by the commissioner of revenue. The board may grant, renew, suspend, or revoke
an assessor's license.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 10. Minnesota Statutes 2006, section 270.41, is amended by adding a subdivision to read:

Subd. 1a. Definition. For purposes of sections 270.41 to 270.50, "board" means the Board of Assessors.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 11. Minnesota Statutes 2006, section 270.41, subdivision 2, is amended to read:

Subd. 2. Members. The board shdl consist of nine members, who shall be appointed by the commissioner of
revenue, in the manner provided herein. The members shal include:

(2) two from the Department of Revenue;

(2) two county assessors,

(3) two assessors who are not county assessors, one of whom shall be a township assessor;

(4) one from the private appraisal field holding a professional appraisal designation; and

(5) two public members as defined by section 214.02.

The appointment provided in clauses (2) and (3) may be made from-twe-lists alist of not less than three names

eaech;—ene submitted to the commissioner of revenue by the Minnesota Association of Assessing Officers or its
SuCCcessor organi zation conta ning recommendatl ons for the app0| ntment of app0| ntees described i in elabse clauses auses

a esso alda . aton a ..-

' es and (3) Thehsts Ilst must be submitted 30 days before
the commencement of the term In the case of a vacancy, a new list shall be furnished to the commissioner by-the
respective-organization immediately. A member of the board who is no longer engaged in the capacity Hsted-above
that was the basis of appointment is disqualified from membership in the board.

The board shall annually elect a chair and a seeretary vice-chair of the board.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 12. Minnesota Statutes 2006, section 270.41, subdivision 3, is amended to read:

Subd. 3. Licenses; refusal or revocation. The board may refuse to grant or renew, or may suspend or revoke, a
license of an applicant or licensee for any of the following causes or acts:

(1) failure to complete required training;
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(2) inefficiency or neglect of duty;

benefit fallure to complv Wlth the Code of Conduct and Ethlcs for Llcenwd aneeota Assessors adopted bv the

board pursuant to Laws 2005, First Specid Session chapter 3, article 1, section 38;

(4) conviction of a crimeinvolving moral turpitude; or

(5) any other cause or act that in the board's opinion warrants a refusal to issue or suspension or revocation of a
license.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 13. Minnesota Statutes 2006, section 270.41, subdivision 5, is amended to read:

Subd. 5. Prohibited activity. iser; A licensed assessor or
other person employed by an assessment Jurlsdlctlon or contractmg with an assessment jurisdiction for the purpose
of valuing or classifying property for property tax purposes is prohibited from making appraisals or analyses,
accepting an appraisal assignment, or preparing an appraisal report as defined in section 82B.02, subdivisions 2 to 5,
on any property within the assessment jurisdiction where the individual is employed or performing the duties of the
assessor under contract. Violation of this prohibition shall result in immediate revocation of the individud's license
to assess property for property tax purposes. This prohibition must not be construed to prohibit an individual from
carrying out any duties required for the proper assessment of property for property tax purposes. If a forma
resolution has been adopted by the governing body of a governmental unit, which specifies the purposes for which
such work will be done, this prohibition does not apply to appraisal activities undertaken on behalf of and at the
request of the governmental unit that has employed or contracted with the individua. The resolution may only
allow appraisa activities which are related to condemnations, right-of-way acquisitions, or specia assessments.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 14. Minnesota Statutes 2006, section 270.44, is amended to read:

270.44 CHARGES FOR COURSES, EXAMINATIONSOR MATERIALS.
The board shall charge the following fees:

(1) $105 for a senior accredited Minnesota assessor license;

(2) $80 for an accredited Minnesota assessor license;

(3) $65 for a certified Minnesota assessor specialist license;

(4) $55 for a certified Minnesota assessor license;

5) $50- nall ination:

{6) (5) $35 for grading aform appraisd;
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A (6) $60 for grading anarrative appraisal;
{8} (7) $30 for areingtatement fee;

{9) (8) $25 for arecord retention fee; and

{40) (9) $20 for an educational transcript-and.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 15. Minnesota Statutes 2006, section 270.45, is amended to read:

270.45 DISPOSITION OF FEES.

All fees so established and collected shall be paid to the commissioner of finance for deposit in the general fund.
The expenses of carrying out the provisions of sections 270.41 to 270.53 shall be paid from appropriations made to
the board ef-Assessors.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 16. Minnesota Statutes 2006, section 270.46, is amended to read:
270.46 TRAINING COURSES, ESFABLISHMENT-OTFHER COURSES, REGULATION.

The board shall establish review and approve training courses on assessment practices and-shallreview—and

appreveeeu%en—essewne%praeﬂeee technlques of aseessment and ethics offered by schools coIIeges and,

and other entltlea

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 17. Minnesota Statutes 2006, section 270.47, is amended to read:
270.47 RULES.
The board shall establish-the adopt rules necessary to accomplish the purpose of section sections 270.41_to

270.51, and shall establish criteriarequired of assessing officials in the state. Separer[e crlterla may be establlshed
dependlng upon the responsa b|||t|e~:. of the assessor. ‘ ‘ ! ‘

renew a I|cenee or in suspending or revokl ng alicenseis subject to review in accordance with chapter 14.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 18. Minnesota Statutes 2006, section 270.48, is amended to read:
270.48 LICENSURE OF QUALIFIED PERSONS.

The board shalt may license persons as possessing the necessary qualifications of an assessing official. Different
levels of licensure may be established as to classes of property which assessors may be certified to assess at the
discretion of the board. Every person, except alocal or county assessor, regularly employed by the assessor to assist
in making decisions regarding valuing and classifying property for assessment purposes shal-be-reguired-to must
become licensed within three years of the date of employment. Licensure shall be required for local and county
assessors as etherwise provided in seetions270-41-t6-270-53 section 273.061 and rules adopted by the board.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 19. Minnesota Statutes 2006, section 270.50, is amended to read:

270.50 EMPLOYMENT OF LICENSED ASSESSORS.

No assessor shall be employed who has not been licensed as qualified by the board, provided the time to comply
may be extended after application to the board upon a showing that licensed assessors are not available for
employment. The board may license that a county or local assessor who has not received the training, but possesses
the necessary qualifications for performing the functions of the office by the passage of an approved examination or
may waive the examination if such person has demonstrated competence in performlng the functions of the office
for a perlod of time the board deems reasonable. -

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 20. Minnesota Statutes 2006, section 270C.306, is amended to read:

270C.306 COMMISSIONER MAY REQUIRE SOCIAL SECURITY OR IDENTIFYING NUMBERS ON
FORMS.

Notwithstanding the provisions of any other law_except section 272.115, the commissioner may require that a
form required to be filed with the commissioner include the Social Security number, federal employer identification
number, or Minnesota taxpayer identification number of the taxpayer or applicant.

EFFECTIVE DATE. Thissection is effective July 1, 2007.

Sec. 21. Minnesota Statutes 2006, section 270C.34, subdivision 1, isamended to read:

Subdivision 1. Authority. (a) The commissioner may abate, reduce, or refund any penalty or interest that is
imposed by a law administered by the commissioner as aresult of the late payment of tax or late filing of areturn, if
the failure to timely pay the tax or failure to timely file the return is due to reasonable cause, or if the taxpayer is
located in apresidentially declared disaster area.
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(b) The commissioner shall abate any part of a penalty or additional tax charge under section 289A.25,
subdivision 2, or 289A.26, subdivision 4, atributable to erroneous advice given to the taxpayer in writing by an
employee of the department acting in an official capacity, if the advice:

(1) was reasonably relied on and was in response to a specific written request of the taxpayer; and

(2) was not the result of failure by the taxpayer to provide adeguate or accurate information.

(c) The commissioner may abate a penalty imposed under section 270.0725, subdivision 1 or 2, if the failure to
timely fileis due to reasonable cause, or if the airline company islocated in a presidentially declared disaster area.

EFFECTIVE DATE. Thissection is effective July 1, 2007.

Sec. 22. Minnesota Statutes 2006, section 272.02, subdivision 64, is amended to read:

Subd. 64. Job opportunity building zone property. (@) Improvementsto real property, and personal property,
classified under section 273.13, subdivision 24, and located within ajob opportunity building zone, designated under
section 469.314, are exempt from ad valorem taxes levied under chapter 275.

(b) Improvements to real property, and tangible persona property, of an agricultural production facility located
within an agricultural processing facility zone, designated under section 469.314, is exempt from ad valorem taxes
levied under chapter 275.

(c) For property to qualify for exemption under paragraph (a), the occupant must be a qualified business, as
defined in section 469.310.

(d) The exemption applies beginning for the first assessment year after designation of the job opportunity
building zone by the commissioner of employment and economic development. The exemption applies to each
assessment year that begins during the duration of the job opportunity building zone. To be exempt, the property
must be occupied by July 1 of the assessment year by a qualified business that has signed the business subsidy
agreement and relocation agreement, if required, by July 1 of the assessment year. This exemption does not apply
to:

(1) the levy under section 475.61 or similar levy provisions under any other law to pay genera obligation bonds;
or

(2) alevy under section 126C.17, if the levy was approved by the voters before the designation of the job
opportunity building zone.

(e) Except for property of a business that was exempt under this subdivision for taxes payable in 2007, a
business must notify the county assessor in writing of eigibility under this subdivision by July 1 in order to begin
receiving the exemption under this subdivision for taxes payable in the following year. The business need not
annually notify the county assessor of its continued exemption under this subdivision, but must notify the county
assessor immediately if the exemption no longer applies.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 23. Minnesota Statutes 2006, section 272.115, subdivision 1, isamended to read:

Subdivision 1. Requirement. Except as otherwise provided in subdivision 5, whenever any real estateis sold
for a consideration in excess of $1,000, whether by warranty deed, quitclaim deed, contract for deed or any other
method of sale, the grantor, grantee or the legal agent of either shall file a certificate of value with the county auditor
in the county in which the property islocated when the deed or other document is presented for recording. Contract
for deeds are subject to recording under section 507.235, subdivision 1. Value shall, in the case of any deed not a
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gift, be the amount of the full actua consideration thereof, paid or to be paid, including the amount of any lien or
liens assumed. The items and value of personal property transferred with the real property must be listed and
deducted from the sale price. The certificate of value shall include the classification to which the property belongs
for the purpose of determining the fair market value of the property. The certificate shall include financing terms
and conditions of the sale which are necessary to determine the actual, present value of the sale price for purposes of
the sales ratio study. The commissioner of revenue shall promulgate administrative rules specifying the financing
terms and conditions which must be included on the certificate. i issi
revende-in—section—270C.306; The certificate of value must include the Social Security humber or the federal
employer identification number of the grantors and grantees. However, a married person who is not an owner of
record and who is signing a conveyance instrument along with the person's spouse solely because of the requirement
in section 507.02 that spouses of owners must Sgn certain conveyances is not a grantor for the purpose of the
preceding sentence. The identification numbers of the grantors and grantees are private data on individuals or
nonpublic data as defined in section 13.02, subdivisions 9 and 12, but, notwithstanding that section, the private or
nonpublic data may be disclosed to the commissioner of revenue for purposes of tax administration. The
information required to be shown on the certificate of value is limited to the information required as of the date of
the acknowledgment on the deed or other document to be recorded.

EFFECTIVE DATE. Thissection is effective for certificates of value filed on or after July 1, 2007.

Sec. 24. Minnesota Statutes 2006, section 273.05, is amended by adding a subdivision to read:

Subd. 3. Cities and townships, employment of licensed assessor. In the case of cities or townships, except
cities or towns located in Ramsey County or which have el ected a county assessor system in accordance with section
273.055, the commissioner shall allow the city or town 90 days from the date of incorporation or organization to
employ alicensed assessor.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 25. [273.0535] COUNTY OR LOCAL ASSESSING DISTRICT TO ASSUME COST OF
TRAINING.

The county or local assessing district must assume the cost of training its assessors in courses approved by the
board for the purpose of obtaining the assessor's license to the extent of course fees, mileage, meds, and lodging,
and recognized travel expenses not paid by the state.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 26. Minnesota Statutes 2006, section 273.111, subdivision 3, isamended to read:

Subd. 3. Requirements. (a) Rea estate consisting of ten acres or more or a nursery or greenhouse, and
qualifying for classification as class 1b, 2a, or 2b under section 273.13, shall be entitled to valuation and tax
deferment under this section only if it is primarily devoted to agricultural use, and meets the quaifications in
subdivision 6, and either:

(1) isthe homestead of the owner, or of a surviving spouse, child, or sibling of the owner or isreal estate which
is farmed with thereal estate which contains the homestead property; or

(2) has been in possession of the applicant, the applicant's spouse, parent, or sibling, or any combination thereof,
for a period of at least seven years prior to application for benefits under the provisions of this section, or is red
estate which is farmed with the real estate which qualifies under this clause and is within four townships or cities or
combination thereof from the qualifying real estate; or
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(3) isthe homestead of a shareholder in a family farm corporation as defined in section 500.24, notwithstanding
the fact that legal titleto thereal estate may be held in the name of the family farm corporation; or

(4) isin the possession of a nursery or greenhouse or an entity owned by a proprietor, partnership, or corporation
which aso owns the nursery or greenhouse operations on the parcel or parcels.

(b) Vauation of real estate under this section is limited to parcels the ownership of which is in noncorporate
entities except for:

(2) family farm corporations organized pursuant to section 500.24; and

(2) corporations that derive 80 percent or more of their gross receipts from the wholesale or retail sale of
horticultural or nursery stock.

(c) Land that previoudly qualified for tax deferment under this section and no longer qualifies because it is not
primarily used for agricultural purposes but would otherwise qualify under subdivisions 3 and 6 for a period of at
least three years will not be required to make payment of the previoudy deferred taxes, notwithstanding the
provisions of subdivison 9. Sde of the land prior to the expiration of the three-year period requires payment of
deferred taxes as follows. sale in the year the land no longer qualifies requires payment of the current year's
deferred taxes plus payment of deferred taxes for the two prior years; sale during the second year the land no longer
qualifies requires payment of the current year's deferred taxes plus payment of the deferred taxes for the prior year;
and sale during the third year the land no longer qualifies requires payment of the current year's deferred taxes.
Deferred taxes shall be paid even if theland quaifies pursuant to subdivision 11a. When such property is sold or no
longer qualifies under this paragraph, or a the end of the three-year period, whichever comes first, all deferred
special assessments plus interest are payable in equal 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 special assessments plus interest are payable within 90 days. The provisions of section
429.061, subdivision 2, apply to the collection of these instalments. Penalties are not imposed on any such special
assessmentsif timely paid.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 27. Minnesota Statutes 2006, section 273.117, is amended to read:
273.117 CONSERVATION PROPERTY TAX VALUATION.

Real property which is subject to a conservation restriction or easement shal may be entitled to reduced
valuation under this section if:

(a) The restriction or easement is for a conservation purpose as defined in section 84.64, subdivision 2, and is
recorded on the property;

(b) The property is being used in accordance with the terms of the conservation restriction or easement.

EFFECTIVE DATE. Thissection is effective the day following final enactment.




55TH DAY] WEDNESDAY, APRIL 25, 2007 4619

Sec. 28. Minnesota Statutes 2006, section 273.121, is amended to read:
273.121 VALUATION OF REAL PROPERTY, NOTICE.

Any county assessor or city assessor having the powers of a county assessor, valuing or classifying taxable real
property shall in each year notify those persons whose property is to be included on the assessment roll that year if
the person's address is known to the assessor, otherwise the occupant of the property. The notice shall be in writing
and shdl be sent by ordinary mail at least ten days before the meeting of the local board of appeal and equalization
under section 274.01 or the review process established under section 274.13, subdivision 1c. Upon written request
by the owner of the property, the assessor may send the noticein eectronic form or by eectronic mail instead of on
paper or by ordinary mail. It shal contain: (1) the market value for the current and prior assessment, (2) the limited
market value under section 273.11, subdivision 1a, for the current and prior assessment, (3) the qualifying amount of
any improvements under section 273.11, subdivision 16, for the current assessment, (4) the market value subject to
taxation after subtracting the amount of any qualifying improvements for the current assessment, (5) the
classification of the property for the current and prior assessment, (6) a hote that if the property is homestead and at
least 45 years old, improvements made to the property may be digible for a valuation exclusion under section
273.11, subdivision 16, (7) the assessor's office address, and (8) the dates, places, and times set for the meetings of
the local board of appeal and equalization, the review process established under section 274.13, subdivision 1c, and
the county board of appeal and equaization. The commissioner of revenue shall specify the form of the notice. The
assessor shall attach to the assessment roll a statement that the notices required by this section have been mailed.
Any assessor who is not provided sufficient funds from the assessor's governing body to provide such notices, may
make application to the commissioner of revenue to finance such notices. The commissioner of revenue shall
conduct an investigation and, if satisfied that the assessor does not have the necessary funds, issue a certification to
the commissioner of finance of the amount necessary to provide such notices. The commissioner of finance shall
issue a warrant for such amount and shall deduct such amount from any state payment to such county or
municipality. The necessary funds to make such payments are hereby appropriated. Failure to receive the notice
shdl in no way affect the validity of the assessment, the resulting tax, the procedures of any board of review or
equalization, or the enforcement of delinquent taxes by statutory means.

EFFECTIVE DATE. Thissection is effective for notices required in 2008 and thereafter.

Sec. 29. Minnesota Statutes 2006, section 273.123, subdivision 2, isamended to read:

Subd. 2. Reassessment of homestead property. The county assessor shall reassess all homestead property
located within a disaster or emergency area which is physically damaged by the disaster or emergency and shall
adjust the valuation for taxes payable the following year to reflect the loss in market value caused by the damage as
follows: Subtract the market value of the property as reassessed from the market value of the property as assessed
under section 273.01 for January-1-of the year in which the disaster or emergency occurred; multiply the remainder
by a fraction, the numerator of which isthe number of full months remaining in the year on the date the disaster or
emergency occurred, and the denominator of which is 12; subtract the product of the calculation from the market
value of the property as assessed for January—1-of the year in which the disaster or emergency occurred; the
remainder is the estimated market value to be used for taxes payabl e the following year. The assessor shall report to
the county auditor the net tax capacity based on the assessment of January-1-of for the year in which the disaster or
emergency occurred and the net tax capacity based on the reassessment made pursuant to this subdivision.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 30. Minnesota Statutes 2006, section 273.123, subdivision 3, isamended to read:

Subd. 3. Computation of local tax rates. When-computing Local tax rates; must be computed by the county
auditor shall-use based upon the valuation as of January 2 as reported by the assessor for the assessment made-on
January-1-of-the year in which the disaster or emergency occurred, and as returned by the local, county, and state
boards of review and equalization and the commissioner of revenue.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 31. Minnesota Statutes 2006, section 273.124, subdivision 13, is amended to read:

Subd. 13. Homestead application. (a) A person who meets the homestead requirements under subdivision 1
must file ahomestead application with the county assessor to initially obtain homestead classification.

appheatren—term—The applrcatron must clearly |nform the taxpayer that thls appllcatlon must be srgned by aII
owners who occupy the property or by the qualifying relative and returned to the county assessor in order for the

(c) Every property owner applying for homestead classification must furnish to the county assessor the Social
Security number of each occupant who is listed as an owner of the property on the deed of record, the name and
address of each owner who does not occupy the property, and the name and Social Security number of each owner's
spouse who accupies the property. The application must be signed by each owner who occupies the property and by
each owner's spouse who occupies the property, or, in the case of property that qualifies as a homestead under
subdivision 1, paragraph (c), by the qualifying relative.

If a property owner occupies a homestead, the property owner's spouse may not claim another property as a
homestead unless the property owner and the property owner's spouse file with the assessor an affidavit or other
proof required by the assessor stating that the property qualifies as a homestead under subdivision 1, paragraph (e).

Owners or spouses occupying residences owned by their spouses and previoudy occupied with the other spouse,
either of whom fail to include the other spouse's name and Social Security number on the homestead application or
provide the affidavits or other proof requested, will be deemed to have eected to receive only partial homestead
treatment of their residence. The remainder of the residence will be classified as honhomestead residential. When
an owner or spouse's name and Social Security number appear on homestead applications for two separate
residences and only one application is signed, the owner or spouse will be deemed to have e ected to homestead the
residence for which the application was signed.

The Social Security numbers or affidavits or other proofs of the property owners and spouses are private data on
individuals as defined by section 13.02, subdivision 12, but, notwithstanding that section, the private data may be
disclosed to the commissioner of revenue, or, for purposes of proceeding under the Revenue Recapture Act to
recover personal property taxes owing, to the county treasurer.

(d) If residential real estate is occupied and used for purposes of a homestead by a relative of the owner and
qualifies for a homestead under subdivision 1, paragraph (c), in order for the property to receive homestead status, a
homestead application must be filed with the BSSessor . The Socral Securlty number of each relatlve and ;a,gouse of a
relative occupying the property a r - ‘
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property shall be required on the homestead application filed under this subdivision. If a different relative of the
owner subsequently occupies the property, the owner of the property must notify the assessor within 30 days of the
change in occupancy. The Social Security number of arelative or relative's spouse occupying the property is private
data on individuals as defined by section 13.02, subdivision 12, but may be disclosed to the commissioner of
revenue, or, for the purposes of proceeding under the Revenue Recapture Act to recover personal property taxes
owing, to the county treasurer.

(e) The homestead application shall also notify the property owners that the application filed under this section
will not be mailed annualy and that if the property is granted homestead status for the-1993-assessment—or any
assessment year thereafter, that same property shall remain classified as homestead until the property is sold or
transferred to another person, or the owners, the spouse of the owner, or the relatives no longer use the property as
their homestead. Upon the sale or transfer of the homestead property, a certificate of value must be timely filed with
the county auditor as provided under section 272.115. Failure to notify the assessor within 30 days that the property
has been sold, transferred, or that the owner, the spouse of the owner, or the relative is no longer occupying the
property as a homestead, shal result in the penalty provided under this subdivision and the property will lose its
current homestead status.

(f) If the homestead application is not returned within 30 days, the county will send a second application to the
present owners of record. The notice of proposed property taxes prepared under section 275. 065 subdivision 3,
shall reflect the property’s classification. Y 2! es; If a homestead
application has not been filed with the county by December 15 the assessor shall classify the property as
nonhomestead for the current assessment year for taxes payable in the following year, provided that the owner may
be entitled to receive the homestead classification by proper application under section 375.192.

(g) At the request of the commissioner, each county must give the commissioner alist that incudes the name and
Social Security number of each occupant of homestead property who is the property owner ane-the, property owner's
spouse eceupying-the-property—or, qualifying relative of a property owner, applying-for-homestead-classification
under-thissubdivisien or a spouse of a qualifying relative. The commissioner shall use the information provided on
the lists as appropriate under the law, including for the detection of improper claims by owners, or relatives of
owners, under chapter 290A.

(h) If the commissioner finds that a property owner may be claiming a fraudulent homestead, the commissioner
shall notify the appropriate counties. Within 90 days of the notification, the county assessor shall investigate to
determine if the homestead classification was properly claimed. If the property owner does not quaify, the county
assessor shall notify the county auditor who will determine the amount of homestead benefits that had been
improperly allowed. For the purpose of this section, "homestead benefits' means the tax reduction resulting from
the classification as a homestead under section 273.13, the taconite homestead credit under section 273.135, the
residential homestead and agricultural homestead credits under section 273.1384, and the supplementa homestead
credit under section 273.1391.

The county auditor shall send a notice to the person who owned the affected property at the time the homestead
application related to the improper homestead was filed, demanding reimbursement of the homestead benefits plus a
penalty equal to 100 percent of the homestead benefits. The person notified may appeal the county's determination
by serving copies of a petition for review with county officials as provided in section 278.01 and filing proof of
service as provided in section 278.01 with the Minnesota Tax Court within 60 days of the date of the notice from the
county. Procedurally, the appeal is governed by the provisions in chapter 271 which apply to the appeal of a
property tax assessment or levy, but without requiring any prepayment of the amount in controversy. If the amount
of homestead benefits and pendty is not paid within 60 days, and if no apped has been filed, the county auditor
shall certify the amount of taxes and penalty to the county treasurer. The county treasurer will add interest to the
unpaid homestead benefits and penalty amounts at the rate provided in section 279.03 for real property taxes
becoming delinquent in the calendar year during which the amount remains unpaid. Interest may be assessed for the
period beginning 60 days after demand for payment was made.
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If the person natified is the current owner of the property, the treasurer may add the total amount of homestead
benefits, penalty, interest, and costs to the ad valorem taxes otherwise payable on the property by including the
amounts on the property tax statements under section 276.04, subdivision 3. The amounts added under this
paragraph to the ad valorem taxes shall include interest accrued through December 31 of the year preceding the
taxes payable year for which the amounts are first added. These amounts, when added to the property tax statement,
become subject to all the laws for the enforcement of real or personal property taxes for that year, and for any
subsequent year.

If the person natified is not the current owner of the property, the treasurer may collect the amounts due under
the Revenue Recapture Act in chapter 270A, or use any of the powers granted in sections 277.20 and 277.21 without
exclusion, to enforce payment of the homestead benefits, penaty, interest, and costs, as if those amounts were
delinquent tax obligations of the person who owned the property at the time the application related to the improperly
allowed homestead was filed. The treasurer may relieve a prior owner of persond liability for the homestead
benefits, penalty, interest, and costs, and ingtead extend those amounts on the tax lists against the property as
provided in this paragraph to the extent that the current owner agreesin writing. On all demands, billings, property
tax statements, and related correspondence, the county must list and state separately the amounts of homestead
benefits, penalty, interest and costs being demanded, billed or assessed.

(i) Any amount of homestead benefits recovered by the county from the property owner shall be distributed to
the county, city or town, and school district where the property is located in the same proportion that each taxing
digtrict's levy was to the totd of the three taxing districts levy for the current year. Any amount recovered
attributable to taconite homestead credit shall be transmitted to the St. Louis County auditor to be deposited in the
taconite property tax relief account. Any amount recovered that is attributable to supplemental homestead credit is
to be tranamitted to the commissioner of revenue for deposit in the general fund of the state treasury. The total
amount of penalty collected must be deposited in the county general fund.

() If a property owner has applied for more than one homestead and the county assessors cannot determine
which property should be classified as homestead, the county assessors will refer the information to the
commissioner. The commissioner shall make the determination and notify the counties within 60 days.

(k) In addition to ligts of homestead properties, the commissioner may ask the counties to furnish lists of all
properties and the record owners. The Social Security numbers and federal identification numbers that are
maintained by a county or city assessor for property tax administration purposes, and that may appear on the lists
retain their classification as private or nonpublic data; but may be viewed, accessed, and used by the county auditor
or treasurer of the same county for the limited purpose of assisting the commissioner in the preparation of microdata
samples under section 270C.12.

(1) On or before April 30 each year beginning in 2007, each county must provide the commissioner with the
following data for each parce of homestead property by e ectronic means as defined in section 289A.02, subdivison 8:

(i) the property identification number assigned to the parcel for purposes of taxes payable in the current year;

(i) the name and Social Security number of each occupant of homestead propertv who is the property owner
and, property owner's spouse, as-Show S year qualifying
relative of a property owner, or spouse of a quallfvl ng rel atlve

(iii) the classification of the property under section 273.13 for taxes payable in the current year and in the prior
year;

(iv) an indication of whether the property was classified as a homestead for taxes payable in the current year er
for-taxespayable-in-the prioryear because of occupancy by ardative of the owner or by a spouse of arelative;
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(v) the property taxes payable as defined in section 290A.03, subdivision 13, for the current year and the prior
year;

(vi) the market value of improvements to the property first assessed for tax purposes for taxes payable in the
current year;

(vii) the assessor's estimated market value assigned to the property for taxes payable in the current year and the
prior year;

(viii) the taxable market value assigned to the property for taxes payable in the current year and the prior year;
(ix) whether there are delinquent property taxes owing on the homestead;

(x) the unique taxing district in which the property is located; and

(xi) such other information asthe commissioner decidesis necessary.

The commissioner shall use the information provided on the lists as appropriate under the law, including for the
detection of improper claims by owners, or relatives of owners, under chapter 290A.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 32. Minnesota Statutes 2006, section 273.124, subdivision 21, is amended to read:

Subd. 21. Trust property; homestead. Real property held by atrustee under atrust is eligible for classification
as homestead property if:

(2) the grantor or surviving spouse of the grantor of the trust occupies and uses the property as a homestead,;

(2) ardative or surviving relative of the grantor who meets the requirements of subdivision 1, paragraph (c), in
the case of residential real estate; or subdivision 1, paragraph (d), in the case of agricultura property, occupies and
uses the property as a homestead;

(3) a family farm corporation, joint farm venture, limited liability company, or partnership operating a family
farm rents the property held by a trustee under a trust, and the grantor, the spouse or surviving spouse of the grantor,
or the son child or dadughter grandchild of the grantor, who is also a shareholder, member, or partner of the
corporation, joint farm venture, limited liability company, or partnership occupies and uses the property as a
homestead, or is actively farming the property on behalf of the corporation, joint farm venture, limited liability
company, or partnership; or

(4) a person who has received homestead classification for property taxes payable in 2000 on the basis of an
unqudified legal right under the terms of the trust agreement to occupy the property as that person's homestead and
who continues to use the property as a homestead or a person who received the homestead classification for taxes
payable in 2005 under clause (3) who does not qualify under clause (3) for taxes payable in 2006 or thereafter but
who continues to qualify under clause (3) asit existed for taxes payable in 2005.

For purposes of this subdivision, "grantor” is defined as the person creating or establishing a testamentary, inter
Vivos, revocable or irrevocable trust by written instrument or through the exercise of a power of appointment.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 33. Minnesota Statutes 2006, section 273.1398, subdivision 4, is amended to read:

Subd. 4. Disparity reduction credit. (a) Beginning with taxes payable in 1989, class 4a, class 3a, and class 3b
property qualifies for a disparity reduction credit if: (1) the property islocated in a border city that has an enterprise
zone designated pursuant to section 469.168, subdivision 4; (2) the property is located in a city with a population
greater than 2,500 and less than 35,000 according to the 1980 decennia census; (3) the city is adjacent to a city in
another state or immediately adjacent to a city adjacent to a city in another state; and (4) the adjacent city in the
other state has a population of greater than 5,000 and less than 75,000 according to the 1980 decennia census.

(b) The credit is an amount sufficient to reduce (i) the taxes levied on class 4a property to 2.3 percent of the
property's market value and (ii) the tax on class 3a and class 3b property to 2.3 percent of market value.

(c) The county auditor shall annualy certify the costs of the credits to the Department of Revenue. The
department shall reimburse local governments for the property taxes foregone as the result of the credits in
proportion to their total levies.

EFFECTIVE DATE. Thissection is effective retroactively for taxes payable in 2001 and thereafter.

Sec. 34. Minnesota Statutes 2006, section 273.33, subdivision 2, is amended to read:

Subd. 2. Listing and assessment by commissioner. The personal property, consisting of the pipeline system of
mains, pipes, and equipment attached thereto, of pipeline companies and others engaged in the operations or
business of transporting naturd gas, gasoline, crude oil, or other petroleum products by pipeines, shall belisted with
and assessed by the commissioner of revenue and the values provided to the city or county assessor by order. This
subdivision shall not apply to the assessment of the products transported through the pipelines nor to the lines of
local commercial gas companies engaged primarily in the business of distributing gas to consumers at retail nor to
pipelines used by the owner thereof to supply natura gas or other petroleum products exclusively for such owner's
own consumption and not for resaleto others. If more than 85 percent of the natural gas or other petroleum products
actually transported over the pipelineis used for the owner's own consumption and not for resale to others, then this
subdivision shal not apply; provided, however, that in that event, the pipdine shall be assessed in proportion to the
percentage of gas actually transported over such pipeline that is not used for the owner's own consumption. On or
before June 30, the commissioner shall certify to the auditor of each county, the amount of such persona property
assessment against each company in each district in which such property islocated.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 35. Minnesota Statutes 2006, section 273.37, subdivision 2, is amended to read:

Subd. 2. Listing and assessment by commissioner. Transmission lines of less than 69 kv, transmission lines
of 69 kv and above located in an unorganized township, and distribution lines, and equipment attached thereto,
having a fixed situs outside the corporate limits of cities except distribution lines taxed as provided in sections
273.40 and 273.41, shall be listed with and assessed by the commissioner of revenue in the county where situated
and the values provided to the city or county assessor by order. The commissioner shall assess such property at the
percentage of market value fixed by law; and, on or before June 30, shall certify to the auditor of each county in
which such property is located the amount of the assessment made againg each company and person owning such
property.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 36. Minnesota Statutes 2006, section 273.371, subdivision 1, isamended to read:

Subdivision 1. Report required. Every dectric light, power, gas, water, express, stage, and transportation
company and pipeline doing businessin Minnesota shall annually file with the commissioner on or before March 31
areport under oath setting forth the information prescribed by the commissioner to enable the commissioner to make
valuations, recommended val uations, and equalization required under sections 273.33, 273.35, 273.36, and 273.37,
and 273.3711. If al the required information is not available on March 31, the company or pipeline shal file the
information that is available on or before March 31, and the balance of the information as soon as it becomes
available.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 37. [273.3711] RECOMMENDED AND ORDERED VALUES.

For purposes of sections 273.33, 273.35, 273.36, 273.37, 273.371, and 273.372, dl values not required to be
listed and assessed by the commissioner of revenue are recommended values.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 38. Minnesota Statutes 2006, section 274.01, subdivision 1, is amended to read:

Subdivison 1. Ordinary board; meetings, deadlines, grievances. (&) The town board of a town, 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 hastransferred itslocal 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 equalization. On or
before February 15 of each year the assessor shal give written notice of the time to the city or town clerk.
Notwithgtanding 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 notice 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 changesin 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 alocal
board of review; however, corrections of errors that are merdy 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 a local 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 personal property has been omitted, the board shall placeit on the
list with its market value, and correct the assessment so that each tract or ot 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 feding 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 if the owner or other person having control over the property has refused the assessor
access to ingpect the property and the interior of any buildings or structures as provided in section 273.20. A board
member shall not participate in any actions of the board which result in market value adjustments or classification
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changes to property owned by the board member, the spouse, parent, stepparent, child, stepchild, grandparent,
grandchild, brother, sister, uncle, aunt, nephew, or niece of a board member, or property in which a board member
has afinancial interest. The relationship may be by blood or marriage.

(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 clerical errors or doubl e assessments discovered by the board without regard to
the one percent limitation.

(d) A local board does not have authority to grant an exemption or to order property removed from the tax rolls.

(e) A majority 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 aform appended to the assessment book, all omitted property added to the list by
the board and al 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 al changes made by the board in
the assessment book.

(f) Except as provided in subdivision 3, if a person fails to appear in person, by counsd, or by written
communication before the board after being duly notified of the board's intent to raise the assessment of the
property, or if a person feding aggrieved by an assessment or classification fails to apply for a review 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 mesting, 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) Thelocal board must complete its work and adjourn within 20 days from the time of convening sated in the
notice of the clerk, unless a longer 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. Thissection is effective the day following final enactment.

Sec. 39. Minnesota Statutes 2006, section 274.13, subdivision 1, is amended to read:

Subdivison 1. Members, meetings; rules for equalizing assessments. The county commissioners, or a
magjority 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, shal form aboard for the equalization of the assessment of
the property of the county, including the property of all cities whose charters provide for a board of equalization.
This board shal be referred to asthe county board of appeal and equalization. The board shall meet annually, on the
date specified in section 274.14, a the office of the auditor. Each member shall take an oath to fairly and
impartialy perform duties as a member. Members shall not participate in any actions of the board which result in
market value adjustments or classification changes to property owned by the board member, the spouse, parent,
stepparent, child, stepchild, grandparent, grandchild, brother, sister, uncle, aunt, nephew, or niece of a board
member, or property in which a board member has a financia interest. The relationship may be by blood or
marriage. The board shal examine and compare the returns of the assessment of property of the towns or districts,
and equalize them so that each tract or ot 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:
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(1) The board shall raise the valuation of each tract or lot of rea property which in its opinion is returned below
its market value to the sum believed to beits 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 isaresident of the county. The naotice must fix a
time and place for ahearing.

(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 beits market value.

(3) The board shal raise the valuation of each class of personal property which in its opinion is returned below
its market valueto the sum believed to beits market value. It shall raisethe aggregate val ue 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 individuas, 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 atime and place for ahearing.

(4) The board shall reduce the valuation of each class of personal 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 persona 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 individua's persona property of that class.

(5) The board must not reduce the aggregate value of al 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 personal
property, of the county, or of any town or district of the county, when it believesit is below the market value of the
property, or class of property, to the aggregate amount it believes to be its market value.

(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. Thissection is effective the day following final enactment.

Sec. 40. [274.135] COUNTY BOARDS; APPEALS AND EQUALIZATION COURSE AND MEETING
REQUIREMENTS.

Subdivision 1. Handbook for county boards. By no later than January 1, 2009, the commissioner of revenue
must develop a handbook detailing procedures, responsihilities, and regquirements for county boards of appeal and
equalization. The handbook must include, but need not be limited to, the role of the county board in the assessment
process, the lega and policy reasons for fair and impartial appeal and egualization hearings, county board meeting
procedures that foster fair and impartial assessment reviews and other best practices recommendations, guorum
requirements for county boards, and explanations of alternate methods of appeal.

Subd. 2. Appeals and equalization course. Beginning in 2009, and each year thereafter, there must be at |east
one member at each meeting of a county board of appeal and equaization who has attended an appeals and
equalization course developed or approved by the commissioner within the last four years, as certified by the
commissioner. The course may be offered in conjunction with a meeting of the Minnesota Association of
Assessment Officers. The course content must include, but need not be limited to, a review of the handbook
devel oped by the commissioner under subdivision 1.
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Subd. 3. Proof of compliance; transfer of duties. (a) Any county that conducts county boards of appeal and
egualization meetings must provide proof to the commissioner by December 1, 2009, and each year thereafter, that it
is in compliance with the requirements of subdivision 2. Beginning in 2009, this notice must adso verify that there
was a quorum of voting members at each meeting of the board of appeal and equalization in the current year. A
county that does not comply with these reguirements is deemed to have transferred its board of appeal and
equalization powers to the special board of equalization appointed pursuant to section 274.13, subdivision 2,
beginning with the following year's assessment and continuing unless the powers are reingated under paragraph (c).
A county that does not comply with the requirements of subdivision 2 and has not appointed a specia board of
equalization shall appoint a special board of equalization before the following year's assessment.

(b) The county shall natify the taxpayers when the board of appeal and equdization for a county has been
transferred to the specia board of equalization under this subdivision and, prior to the meeting time of the special
board of equalization, the county shall make available to those taxpayers a procedure for a review of the
assessments, including, but not limited to, open book mestings. This alternate review process must take place in

April and May.

(c) A county board whose powers are transferred to the special board of equalization under this subdivision may
be reinstated by resolution of the county board and upon proof of compliance with the requirements of subdivision
2. Theresolution and proofs must be provided to the commissioner by December 1 in order to be effective for the
following year's assessment.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 41. Minnesota Statutes 2006, section 275.065, subdivision 3, isamended to read:

Subd. 3. Notice of proposed property taxes. (a) The county auditor shall prepare and the county treasurer
shall deliver after November 10 and on or before November 24 each year, by first class mail to each taxpayer at the
address listed on the county's current year's assessment roll, a notice of proposed property taxes. Upon written
request by the taxpayer, the treasurer may send the notice in eectronic form or by eectronic mail instead of on
paper or by ordinary mail.

(b) The commissioner of revenue shall prescribe the form of the notice.

(c) The notice must inform taxpayers that it contains the amount of property taxes each taxing authority proposes
to callect 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 each taxing authority, including regiond library districts established
under section 134.201, and including the metropolitan taxing districts as defined in paragraph (i), but excluding all
other specia taxing districts and towns, will hold a public meeting to receive public testimony on the proposed
budget and proposed or fina 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 they have questions related to the notice, and an address where
comments will bereceived by mail.

(d) The notice mugt state for each parcel:

(2) 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 November 1 of the current year; and, in the case of residential property, whether the property is
classified as homestead or nonhomestead. The notice must clearly inform taxpayers of the years to which the
market values apply and that the values are final values;



55TH DAY] WEDNESDAY, APRIL 25, 2007 4629

(2) theitems listed below, shown separately by county, city or town, and state general tax, net of the residential
and agricultural homestead credit under section 273.1384, voter approved school levy, other local school levy, and
the sum of the specia taxing digtricts, and asatotal of al taxing authorities:

(i) the actual tax for taxes payable in the current year; and
(ii) the proposed tax amount.

If the county levy under clause (2) includes an amount for alake improvement digrict 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 genera 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 schoal district has certified under section 126C.17,
subdivision 9, that a referendum will be held in the school digtrict at the November general eection, the county
auditor must note next to the school district's proposed amount that areferendum 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 Minneapoalis, the levy
for the Minnegpolis 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 may be listed separately from the remaining amount of the county's levy. In the case of
aparce 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 quaifying under the senior citizens property
tax deferral program under chapter 290B is the tota amount of property tax before subtraction of the deferred
property tax amount.

(e) The notice must clearly state that the proposed or final taxes do not include the following:

(1) special assessments;

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

(3) alevy limit increase approved by the voters by the first Tuesday after the first Monday in November of the
levy year as provided under section 275.73;

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

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

(6) the contamination tax imposed on properties which received market value reductions for contamination.
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(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 aresidence for lease or renta periods of 30 days or more,
the taxpayer must either:

(1) mail or deliver a copy of the notice of proposed property taxes to each tenant, renter, or lessee; or
(2) post a copy of the notice in a conspicuous place on the premises of the property.

The notice must be mailed or posted by the taxpayer by November 27 or within three days of receipt of the
notice, whichever is later. A taxpayer may notify the county treasurer of the address of the taxpayer, agent,
caretaker, or manager of the premises to which the notice must be mailed in order to fulfill the requirements of this

paragraph.

(i) For purposes of this subdivision, subdivisions 5a and 6, "metropolitan special taxing digricts' 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) Metropalitan Council under section 473.132, 473.167, 473.249, 473.325, 473.446, 473.521, 473.547, or
473.834;

(2) Metropalitan Airports Commission under section 473.667, 473.671, or 473.672; and

(3) Metropalitan Mosguito Control Commission under section 473.711.

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

(i) The governing body of a county, city, or school district may, with the consent of the county board, include
supplementa information with the statement of proposed property taxes about the impact of state aid increases or
decreases on property tax increases or decreases and on the level of services provided in the affected jurisdiction.
This supplemental information may include information for the following year, the current year, and for as many
consecutive preceding years as deemed appropriate by the governing body of the county, city, or school district. It
may include only information regarding:

(2) theimpact of inflation as measured by theimplicit price deflator for state and local government purchases;

(2) population growth and decline;

(3) state or federa government action; and

(4) other financial factors that affect the level of property taxation and local services that the governing body of
the county, city, or school district may deem appropriate to include.



55TH DAY] WEDNESDAY, APRIL 25, 2007 4631

The information may be presented using tables, written narrative, and graphic representations and may contain
instruction toward further sources of information or opportunity for comment.

EFFECTIVE DATE. Thissection is effective for notices required in 2007 and thereafter, for taxes payablein
2008 and theredfter.

Sec. 42. Minnesota Statutes 2006, section 275.065, subdivision 5a, is amended to read:

Subd. 5a. Public advertisement. (a) A city that has a population of more than 2,500, county, a metropolitan
special taxing digtrict as defined in subdivision 3, paragraph (i), aregional library district established under section
134.201, or school district shall advertise in a newspaper a notice of its intent to adopt a budget and property tax
levy or, in the case of a school district, to review its current budget and proposed property taxes payable in the
following year, at a public hearing, if apublic hearing isrequired under subdivision 6. The notice must be published
not less than two business days nor more than six business days before the hearing.

The advertisement must be at least one-eighth page in size of a standard-size or atabloid-size newspaper. The
advertisement must not be placed in the part of the newspaper where legal notices and classified advertisements
appear. The advertisement must be published in an official newspaper of genera circulation in the taxing authority.
The newspaper selected must be one of generd interest and readership in the community, and not one of limited
subject matter. The advertisement must appear in anewspaper that is published at |east once per week.

For purposes of this section, the metropolitan specia taxing district's advertisement must only be published in
the Minnespolis Star and Tribune and the Saint Paul Pioneer Press.

In addition to other requirements, a county and a city having a population of more than 2,500 must show in the
public advertisement required under this subdivision the current local tax rate, the proposed local tax rate if no
property tax levy increase is adopted, and the proposed rate if the proposed levy is adopted. For purposes of this
subdivision, "local tax rate' means the city's or county's net tax capacity levy divided by the city's or county's
taxable net tax capacity.

(b)_Subject to the provisions of paragraph (g), the advertisement for school districts, metropolitan specia taxing
digtricts, and regional library districts must be in the following form, except that the notice for a school district may
include references to the current budget in regard to proposed property taxes.

"NOTICE OF
PROPOSED PROPERTY TAXES

(School District/Metropolitan
Special Taxing District/Regiona
Library Digtrict) of .........

The governing body of ........ will soon hold budget hearings and vote on the property taxes for (metropolitan special
taxing district/regional library district services that will be provided in (year)/school district services that will be
provided in (year) and (year)).

NOTICE OF PUBLIC HEARING:

All concerned citizens are invited to attend a public hearing and express their opinions on the proposed (school
district/metropolitan special taxing district/regiona library district) budget and property taxes, or in the case of a
school district, its current budget and proposed property taxes, payable in the following year. The hearing will be
held on (Month/Day/Y ear) at (Time) at (Location, Address).”
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(c)_Subject to the provisions of paragraph (g), the advertisement for cities and counties must be in the following
form.

"NOTICE OF PROPOSED
TOTAL BUDGET AND PROPERTY TAXES

The (city/county) governing body or board of commissioners will hold a public hearing to discuss the budget and to
vote on the amount of property taxes to collect for services the (city/county) will providein (year).

SPENDING: The totd budget amounts below compare (city's/county's) (year) total actual budget with the amount
the (city/county) proposes to spend in (year).

(Year) Total Actud Proposed (Year) Change from
Budget Budget (Year)-(Year)
S Seoooen %

TAXES: The property tax amounts below compare that portion of the current budget levied in property taxes in
(city/county) for (year) with the property taxes the (city/county) proposesto collect in (year).

(Year) Property Proposed (Year) Change from
Taxes Property Taxes (Year)-(Year)
S S %

LOCAL TAX RATE COMPARISON: The current local tax rate, the local tax rate if no tax levy increase is
adopted, and the proposed local tax rate if the proposed levy is adopted.

(Year) Tax Rateif NO (Year) Proposed
(Year) Tax Rate Levy Increase Tax Rate

ATTEND THE PUBLIC HEARING

All (city/county) residents are invited to attend the public hearing of the (city/county) to express your opinions on
the budget and the proposed amount of (year) property taxes. The hearing will be held on:

(Month/Day/Y ear/Time)
(Location/Address)

If the discussion of the budget cannot be completed, a time and place for continuing the discussion will be
announced at the hearing. You are aso invited to send your written comments to:

(City/County)
(Location/Address)"

(d) For purposes of this subdivision, the budget amounts listed on the advertisement mean:
(2) for cities, the total government fund expenditures, as defined by the state auditor under section 471.6965, less

any expenditures for improvements or services that are specially assessed or charged under chapter 429, 430, 435, or
the provisions of any other law or charter; and



55TH DAY] WEDNESDAY, APRIL 25, 2007 4633

(2) for counties, the total government fund expenditures, as defined by the state auditor under section 375.169,
less any expenditures for direct payments to recipients or providers for the human service aidslisted below:

(i) Minnesota family investment program under chapters 256J and 256K;

(ii) medica assistance under sections 256B.041, subdivision 5, and 256B.19, subdivision 1,

(iii) generd assistance medical care under section 256D.03, subdivision 6;

(iv) genera assistance under section 256D.03, subdivision 2;

(v) emergency assistance under section 256J.48;

(vi) Minnesota supplemental aid under section 256D.36, subdivision 1;

(vii) preadmission screening under section 256B.0911, and dternative care grants under section 256B.0913;

(viii) genera assistance medical care claims processing, medical transportation and related costs under section
256D.03, subdivision 4;

(ix) medical transportation and related costs under section 256B.0625, subdivisions 17 to 18a;

(x) group residential housing under section 2561.05, subdivision 8, transferred from programsin clauses (iv) and
(vi); or

(xi) any successor programs to those listed in clauses (i) to (x).
(e) A city with a population of over 500 but not more than 2,500 that is required to hold a public hearing under
subdivision 6 must advertise by posted notice as defined in section 645.12, subdivision 1. The advertisement must

be posted at the time provided in paragraph (a). 1t must be in the form required in paragraph (b).

(f) For purposes of this subdivision, the population of a city is the most recent population as determined by the
state demographer under section 4A.02.

(g) The commissioner of revenue al ' o
shall annually prescribe the specific form and format of the advertlsements requwed under thls subdivision,
including such details as font size and style, and spacing for the required items. The commissioner may prescribe
alternate and additional language for the advertisement for a taxing authority or for groups of taxing authorities. At
least two weeks before November 29 each year, the commissioner shall provide a copy of the prescribed
advertisements to the chairs of the committees of the house of representatives and the senate with jurisdiction over
taxes.

EFFECTIVE DATE. This section is effective for advertisements in 2007 and thereafter, for proposed taxes
payable in 2008 and thereafter.
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Sec. 43. Minnesota Statutes 2006, section 275.067, is amended to read:

275.067 SPECIAL TAXING DISTRICTS; ORGANIZATION DATE; CERTIFICATION OF LEVY OR
SPECIAL ASSESSMENTS.

Special taxing districts as defined in section 275.066 organized on or before July 1 in athe current calendar year
may, and special taxing districts organized in a prior year that have not previoudy certified a levy to the county
auditor, are allowed to certify alevy to the county auditor in that-same the current year for property taxes or specia
assessments to be payable in the following calendar year to the extent that the special taxing district is authorized by
statute or special act to levy taxes or special assessments, but only if the county auditor receives written naotice from
the district on or before July 1 of the current year that the district may be certifying a levy in the current year, and
the notice includes a complete list or other description of the tax parcels in the district and a map showing the
boundaries of the digrict. Special taxing districts organized after July 1 in a calendar year may not certify a levy of
property taxes or special assessments to the county auditor under the powers granted to them by statute or special act
and subject to the reguirements of this section until the following calendar year. All special taxing digricts must
notify the county auditor by July 1 in order for its boundaries for the levy to be certified that year to be different than
its boundaries for levies certified in prior years, and the notice must include a complete list or other description of
the tax parcels within the new boundaries and a map showing the new boundaries of the district.

EFFECTIVE DATE. Thissection is effective for taxes payable in 2008 and thereafter.

Sec. 44. Minnesota Statutes 2006, section 276.04, is amended by adding a subdivision to read:

Subd. 5. Electronic tax statements. Upon written request by the owner of real property located in the county,
or_by the owner's agent, a county may send tax statements by electronic means instead of by mailing. For the
purposes of the payment deadlines specified in section 279.01, the postmark date on the envelope containing these
property tax statementsis the date the statements were sent by electronic means.

EFFECTIVE DATE. Thissection is effective for tax statements for taxes payable in 2008 and thereafter.

Sec. 45. Minnesota Statutes 2006, section 277.01, subdivision 2, is amended to read:

Subd. 2. Partial payments. The county treasurer may accept payments of more or less than the exact amount of
atax ingalment due. Payments must be applied first to the oldest installment that is due but which has not been
fully paid. If the accepted payment isless than the amount due, paymentsrust-be the payment is applied first to the
penalty accrued for the year the-paymentistade or the installment being paid. Acceptance of partial payment of
tax does not constitute a waiver of the minimum payment required as a condition for filing an appeal under section
278.03 or any other law, nor does it affect the order of payment of delinquent taxes under section 280.39.

EFFECTIVE DATE. Thissection is effective for payments made on or after the day following final enactment.

Sec. 46. Minnesota Statutes 2006, section 279.01, subdivision 1, is amended to read:

Subdivision 1. Due dates; penalties. Except as provided in subdivision 3 or 4, on May 16 or 21 days after the
postmark date on the envelope containing the property tax statement, whichever is later, a penalty shal-acerue
accrues and thereafter be is charged upon dl unpaid taxes on real estate on the current lists in the hands of the
county treasurer. The penalty shalk-be is at a rate of two percent on homestead property until May 31 and four
percent on June 1. The penalty on honhomestead property shall-be is at arate of four percent until May 31 and eight
percent on June 1. This penalty shal does not accrue until June 1 of each year, or 21 days after the postmark date on
the envelope containing the property tax statements, whichever is later, on commercial use rea property used for
seasonal residential recreational purposes and classified as class 1c or 4c, and on other commercial use real property
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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
wheo-pays In order for thefirst half of the tax due on the class 3a property to be paid 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, shalt
without penalty, the owner of the property must attach an affidavit to the payment attesting to compliance with the
income provision of thissubdivision. 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 additiona penalty of one percent for each
month shall-acerde accrues and be is charged on al 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 accrueif the
tax is paid by the extended due date. If the tax is not paid by the extended due date, then al penalties that would
have accrued if the due date had been May 15 shall be charged. When the taxes against any tract or ot 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, ho penalty shall-attach attaches; the remaining one-half
shall may be paid at any time prior to October 16 following, without pendty; but, if not so paid, then a pendty of
two percent shall-aeerue accrues thereon for homestead property and a penalty of four percent on nonhomestead
property. Thereafter, for homestead property, on the first day of November an additional penaty of four percent
shall-acerue accrues and on the first day of December following, an additional penalty of two percent shal-acerue
accrues and be is charged on al such unpaid taxes. Thereafter, for nonhomestead property, on the first day of
November and December following, an additional penalty of four percent for each month shal-aeerde accrues and
be is charged on dl such unpaid taxes. If one-half of such taxes shalt are 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
shalt-attach attaches to the remaining one-half until October 16 following.

This section applies to payment of personal property taxes assessed against improvements to leased property,
except as provided by section 277.01, subdivision 3.

A county may provide by resolution that in the case of a property owner that has multiple tracts or parcels with
aggregate taxes exceeding $50, payments may be made in installments as provided in this subdivision.

The county treasurer may accept payments of more or less than the exact amount of a tax installment due.
Payments must be applied first to the oldest installment that is due but which has not been fully paid. If the accepted
payment is less than the amount due, payments must be applied first to the penalty accrued for the year the-payment
is-made or the ingalment being paid. Acceptance of partial payment of tax does not congtitute a waiver of the
minimum payment required as a condition for filing an appeal under section 278.03 or any other law, nor does it
affect the order of payment of delinquent taxes under section 280.39.

EFFECTIVE DATE. Thissection is effective for payments made on or after the day following final enactment.

Sec. 47. Minnesota Statutes 2006, section 290C.02, subdivision 3, is amended to read:
Subd. 3. Claimant. (a) "Claimant" means.

(1) aperson, asthat 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—Claimant-inchudes;

(2) a purchaser or grantee if property enrolled in the program was sold or transferred after the origina
application was filed and prior to the annual incentive payment being made;; or
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(3) an owner of land previously covered by an auxiliary forest contract that automatically qualifies for inclusion
in the Sustainable Forest Incentive Act program pursuant to section 88.49, subdivision 9a, or 88.491, subdivision 2.

The purchaser or grantee must notify the commissioner in writing of the sale or transfer of the property. Owners
of land that qualifies for incluson pursuant to section 88.49, subdivision 9a, or 88.491, subdivision 2, must notify
the commissioner in writing of the expiration of the auxiliary forest contract or land trade with a governmental unit
and submit an application to the commissioner by August 15 in order to be dligible to receive a payment by October
1 of that same year. For purposes of section 290C.11, claimant aso includes any person bound by the covenant
reguired in section 290C.04.

(b) 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 is
digible to claim the payments provided under sections 290C.01 to 290C.11. In the case of property sold or
transferred, the former owner and the purchaser or grantee must determine between them which person isdigibleto
claim the payments provided under sections 290C.01 to 290C.11. The owners, transferees, or grantees must notify
the commissioner in writing which person is eligible to claim the payments.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 48. Minnesota Statutes 2006, section 290C.04, is amended to read:
290C.04 APPLICATIONS.

(a) A landowner may apply to enroll forest land for the sustainable forest incentive program under this chapter.
The claimant must complete, sign, and submit an application to the commissioner by September 30 in order for the
land to become digible beginning in the next year. The application shall be on a form prescribed by the
commissioner and must include the information the commissioner deems necessary. At a minimum, the application
must show the following information for the land and the claimant: (i) the claimant's Social Security number or
state or federal business tax registration number and date of birth, (ii) the claimant's address, (iii) the clamant's
signature, (iv) the county's parcel identification numbers for the tax parcels that completely contain the claimant's
forest land that is sought to be enrolled, (v) the number of acres digible for enrollment in the program, (vi) the
approved plan writer's signature and identification number, and (vii) proof, in aform specified by the commissioner,
that the claimant has executed and acknowledged in the manner required by law for a deed, and recorded, a covenant
that theland is not and shall not be developed in a manner inconsistent with the requirements and conditions of this
chapter. The covenant shall state in writing that the covenant is binding on the claimant and the claimant's successor
or assignee, and that it runs with the land for a period of not less than eight years. The commissioner shall specify
the form of the covenant and provide copies upon request. The covenant must include a lega description that
encompasses al the forest land that the claimant wishes to enroll under this section or the certificate of title number
for that land if it isregistered land.

(b) In al cases, the commissioner shall notify the clamant within 90 days after receipt of a completed
application that either the land has or has not been approved for enrollment. A claimant whose application is denied

may appeal the denia as provided in section 290C11paragraph-(a) 290C.13.

(c) Within 90 days after the denia of an application, or within 90 days after the fina resolution of any appeal
related to the denid, 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.
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(d) The Social Security numbers collected from individuals under this section are private data as provided in
section 13.355. The federal business tax registration number and date of birth data collected under this section are
also private data on individuals or nonpublic data, as defined in section 13.02, subdivisions 9 and 12, but may be
shared with county assessors for purposes of tax administration and with county treasurers for purposes of the
revenue recapture under chapter 270A.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 49. Minnesota Statutes 2006, section 290C.05, is amended to read:
290C.05 ANNUAL CERTIFICATION.

On or before July 1 of each year, beginning with the year after the original claimant has received an approved
application, the commissioner shal send each claimant enrolled under the sustainable forest incentive program a
certification form. For purposes of this section, the original claimant is the person that filed the first application
under section 290C.04 to enroll the land in the program. The claimant must sign the certification, attesting that the
requirements and conditions for continued enroliment in the program are currently being met, and must return the
signed certification form to the commissioner by August 15 of that same year. |If the claimant does not return an
annual certification form by the due date, the provisionsin section 290C.11 apply.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 50. Minnesota Statutes 2006, section 290C.11, is amended to read:

290C.11 PENALTIESFOR REMOVAL.

(@) If the commissioner determinesthat land enrolled in the sustainable forest incentive program isin 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 determmatlon under the prowsaons of section 290C.13. Ihe—appeal—must—be—made—m—wn%mg—te—the

(b) If the commissioner determines the 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, plusinterest. The claimant has 90 days to satisfy the payment for removal of land
from the sustainable forest incentive program under this section. If the pendlty 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 theland in the following taxes payable year.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 51. [290C.13] APPEALS.

Subdivison 1. Claimant right to reconsideration. A claimant may obtain reconsideration by the
commissioner of a determination removing enrolled land from the sustainable forest incentive program, a
determination denying an application to enroll land in the program, or a denia of part or all of an incentive payment
by filing an administrative appeal under subdivision 4. A claimant cannot obtain reconsideration under this section
if the action taken by the commissioner is the outcome of an administrative appedl.
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Subd. 2. Appea by claimant. A clamant who wishes to seek administrative review must follow the
procedures in subdivision 4.

Subd. 3. Notice date. For purposes of this section, the term "notice date’ means the date of the determination
removing enrolled land or the date of the notice denying an application to enroll land or denying part or al of an
incentive payment.

Subd. 4. Time and content for administrative appeal. Within 60 days after the notice date, the claimant must
file a written appeal with the commissioner. The appea need not be in any particular form but must contain the
following information:

(1) name and address of the claimant;

(2) if a corporation, the state of incorporation of the claimant, and the principal place of business of the
corporation;

(3) the Minnesota or federal business identification number or Social Security number of the claimant;

(4) the date;

(5) the periods involved and the amount of payment involved for each year or period;

(6) thefindings in the notice that the claimant disputes;

(7) asummary statement that the claimant relies on for each exception; and

(8) the claimant's signature or signature of the claimant's duly authorized agent.

Subd. 5. Extensions. When requested in writing and within the time allowed for filing an administrative appeal,
the commissioner may extend the time for filing an appeal for a period not more than 30 days from the expiration of
the 60 days from the notice date.

Subd. 6. Deter mination of appeal. On the basis of applicable |law and avail able information, the commissioner
shall determine the validity, if any, in whole or in part, of the appeal and natify the claimant of the decision. This
notice must be in writing and contain the basis for the determination.

Subd. 7. Agreement deter mining issues under appeal. When it appearsto be in the best interests of the state,
the commissioner may settle the amount of any incentive payments, payments owed by the claimant under section
290C.11, paragraph (b), pendties, or interest that the commissioner has under consideration by virtue of an appeal
filed under this section. An agreement must be in writing and signed by the commissioner and the claimant, or the
clamant's representative authorized by the claimant to enter into an agreement. The agreement is final and
conclusive and, except upon a showing of fraud or malfeasance, or misrepresentation of a material fact, the case
must not be reopened as to the matters agreed upon.

Subd. 8. Appeal to Tax Court. Within 60 days after the commissioner denies an apped, or within 120 days
after the commissioner received awritten apped if the commissioner has not made a determination in that time, the
claimant may appeal to Tax Court under chapter 271 asif the apped is from an order of the commissioner.

Subd. 9. Exemption from Administrative Procedure Act. This section isnot subject to chapter 14.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 52. REPEALER.

(a) Minnesota Statutes 2006, section 270.073, isrepeal ed.

(b) Minnesota Statutes 2006, sections 270.41, subdivision 4; 270.43; 270.51; 270.52; and 270.53, are repeal ed.

EFFECTIVE DATE. Paragraph (a) of this section is effective beginning January 2, 2007, for taxes payablein
2008 and thereafter. Paragraph (b) of this section is effective the day following final enactment.

ARTICLE 13
DEPARTMENT SPECIAL TAXES
Section 1. Minnesota Statutes 2006, section 621.06, subdivision 6, is amended to read:

Subd. 6. Defieits Deficit assessments. The association shall certify to the commissioner the estimated amount
of any deficit remaining after the stabilization reserve fund has been exhausted and payment of the maximum fina
premium for all policyholders of the association. Within 60 days after the certification, the commissioner shall
authorize the association to recover the members respective shares of the deficit by assessing al members an
amount sufficient to fully fund the obligations of the association. The assessment of each member shal be
determined in the manner provided in section 621.07. An assessment made pursuant to this section shall be
deductible by the member from past—or—future premium taxes due the state as provided in section 2971.20,
subdivision 2.

EFFECTIVE DATE. Thissection is effective for tax returns due on or after January 1, 2008.

Sec. 2. Minnesota Statutes 2006, section 71A.04, subdivision 1, is amended to read:

Subdivision 1. Premium tax. The attorney-in-fact—-eu-of-al-taxes-state—county,—and-municipal; shdl file

with the commissioner of revenue all returns and pay to the commissioner of revenue all amounts required under
chapter 2971.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 3. Minnesota Statutes 2006, section 287.22, is amended to read:
287.22 EXEMPTIONS.
The tax imposed by section 287.21 does not apply to:

(1) An executory contract for the sale of real property under which the purchaser is entitled to or does take
possession of thereal property, or any assignment or cancellation of the contract;

(2) A mortgage or an amendment, assignment, extension, partia release, or satisfaction of a mortgage;
(3) A will;
(4) A plat;

(5) A lease, amendment of |lease, assignment of lease, or memorandum of |ease;
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(6) A deed, ingrument, or writing in which the United States or any agency or instrumentality thereof is the
grantor, assignor, transferor, conveyor, grantee, or assignes;
(7) A deed for acemetery lot or lots,
(8) A deed of distribution by a persona representative;
(9) A deed to or from a co-owner partitioning their undivided interest in the same piece of rea property;

(10) A deed or other instrument of conveyance issued pursuant to a permanent school fund land exchange under
section 92.121 and related laws,

(12) A refereg's or sheriff's certificate of sale in amortgage or lien foreclosure sale;
(12) A referee's, sheriff's, or certificate holder's certificate of redemption from a mortgage or lien foreclosure sale

i ssued to-theredeeming-mortgager-or-Henee pursuant to section 580.23 or other gatute applicable to redemption by
an owner of real property;

(13) A deed, instrument, or writing which grants, crestes, modifies, or terminates an easement; and

(14) A decree of marriage dissolution, as defined in section 287.01, subdivision 4, or a deed or other instrument
between the parties to the dissol ution made pursuant to the terms of the decree.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 4. Minnesota Statutes 2006, section 287.2205, is amended to read:
287.2205 TAX-FORFEITED LAND.

Before a state deed for tax-forfeited land may be issued, the deed tax must be paid by the purchaser of tax-
forfeited land whether the purchase is the result of a public auction or private sale or a repurchase of tax-forfeited
land. State agencies and local units of government that acquire tax-forfeited land by purchase or any other means
are subject to this section. The deed tax is $1.65 for a conveyance of tax-forfeited lands to a governmental
subdivision for an authorized public use under section 282.01, subdivision 1a, or for redevel opment purposes under
section 282.01, subdivision 1b.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 5. Minnesota Statutes 2006, section 295.52, subdivision 4, is amended to read:

Subd. 4. Use tax; prescription drugs. (@) A person that receives prescription drugs for resale or use in
Minnesota, other than from a wholesale drug distributor that is subject to tax under subdivision 3, is subject to a tax
equal to the price paid to the wholesale drug digtributor multiplied by the tax percentage specified in this section.
Liability for the tax isincurred when prescription drugs are received or delivered in Minnesota by the person.
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{e)_(b) A tax imposed under this subdivision does not apply to purchases by an individua for persona
consumption.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 6. Minnesota Statutes 2006, section 295.52, subdivision 44q, is amended to read:

Subd. 4a. Tax collection. A wholesale drug distributor with nexusin Minnesota, who is not subject to tax under

subdivision 3, on al or a particular transaction er-a-nenresident-pharmacy-with-nexus-H-Minnesots; is required to

collect the tax imposed under subdivision 4, from the purchaser of the drugs and give the purchaser areceipt for the
tax paid. The tax collected shall be remitted to the commissioner in the manner prescribed by section 295.55,
subdivision 3.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 7. Minnesota Statutes 2006, section 295.54, subdivision 2, is amended to read:

Subd. 2. Pharmacy refund. A pharmacy may claim an annual refund against the total amount of tax, if any, the
pharmacy owes during that calendar year under section 295.52, subdivision 2. The refund shall equal the amount
paid by the pharmacy to a wholesale drug digtributor subject to tax under section 295.52, subdivision 3, for legend
drugs delivered by the pharmacy outside of Minnesota, multiplied by the tax percentage specified in section 295.52.
If the amount of the refund exceeds the tax liability of the pharmacy under section 295.52, subdivision 4b 2, the
commissioner shall provide the pharmacy with a refund equal to the excess amount. Each qualifying pharmacy
must apply for the refund on the annual return as provided under section 295.55, subdivision 5. Therefund must be
claimed within one year of the due date of the return. Interest on refunds paid under this subdivision will begin to
accrue 60 days after the date a claim for refund isfiled. For purposes of this subdivision, thedate a claimisfiledis
the due date of thereturn or the date of the actud claim for refund, whichever islater.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 8. Minnesota Statutes 2006, 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 that if (1) the tobacco products have an aggregate cost in any calendar month to the
consumer of $100 $50 or less, and (2) the tobacco products were carried into this state by that consumer.

EFFECTIVE DATE. This section is effective for the possession, use, or storage of tobacco products on or after
July 1, 2007.

Sec. 9. Minnesota Statutes 2006, section 297F.25, is amended by adding a subdivision to read:

Subd. 3a. Consumer use tax; use tax return; cigarette consumer. (@) On or before the 18th day of each
calendar month, a consumer who, during the preceding calendar month, has acquired title to or possession of
cigarettes for use or storage in this state, upon which the sales tax imposed by this section has not been paid, shall
file areturn with the commissioner showing the quantity of cigarettes so acquired or possessed. The return must be
made in the form and manner prescribed by the commissioner, and must contain any other information required by
the commissioner. The return must be accompanied by a remittance for the full unpaid sales tax liability shown

byit.
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(b) The tax imposed under paragraph (a) does not apply if (1) the consumer has acquired title to or possession of
cigarettes for use or storage in this state in quantities of 200 or fewer in the month, and (2) the cigarettes were
carried into this state by that consumer.

EFFECTIVE DATE. This section is effective for cigarettes which a consumer has acquired title to or
possession of on or after July 1, 2007.

Sec. 10. Minnesota Statutes 2006, section 2971.06, subdivision 1, isamended to read:

Subdivision 1. Insurance policies surcharge. (a) Except as otherwise provided in subdivision 2, each licensed
insurer engaged in writing policies of homeowner's insurance authorized in section 60A.06, subdivision 1, clause
(D(c), or commercial fire policies or commercia nonliability policies shall collect a surcharge equal to 0.65 percent
of the gross premiums and assessments, less return premiums, on direct business received by the company, or by its
agents for it, for homeowner's insurance policies, commercia fire policies, and commercial nonliability insurance
policiesin this state.

(b) The surcharge amount collected under paragraph (a)_or subdivision 2, paragraph (b), may not be considered
premium for any other purpose. The surcharge amount under paragraph (a) must be separately stated on either a
billing or policy declaration or document containing similar information sent to an insured.

(c) Amounts collected by the commissioner under this section must be deposited in the fire safety account
established pursuant to subdivision 3.

EFFECTIVE DATE. This section is effective July 1, 2007, and applies to policies written or renewed on or
after July 1, 2007.

Sec. 11. Minnesota Statutes 2006, section 2971.06, subdivision 2, is amended to read:

Subd. 2. Exemptions. (@) This section does not apply to a farmers mutua fire insurance company or township
mutual fire insurance company in Minnesota organized under chapter 67A.

(b) An insurer described in section 2971.05, subdivisions 3 and 4, authorized to transact business in Minnesota
shall elect to remit to the Department of Revenue for deposit in the fire safety account either (1) the surcharge
amount eeHected_imposed under this-section_subdivision 1 on all premiums subject to that surcharge, or (2) a
surcharge of one-haf of one percent on the gross fire premiums and assessments, less return premiums, on al direct
businessreceived by the insurer or agents of the insurer in Minnesota, in cash or otherwise, during the year.

(c) The éection must be made prior to July 1, 2007, for policies written or renewed between July 1, 2007, and
December 31, 2007, and by December 31 of each year for insurance for policies written or renewed in the
succeeding calendar year. An insurer who elects to remit the one-haf of one percent surcharge on gross fire
premiums and assessments must not charge the insured the surcharge imposed under subdivision 1.

{e} (d) For purposes of this subdivision, "gross fire premiums and assessments' includes premiums on policies
covering firerisks only on automobiles, whether written or under floater form or otherwise.

EFFECTIVE DATE. Thereguirement for certain insurers to make an election before July 1, 2007, is effective
the day following fina enactment. Therest of this section is effective July 1, 2007, and applies to insurance policies
written or renewed on or after that date.
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Sec. 12. Minnesota Statutes 2006, section 2971.20, subdivision 2, is amended to read:

Subd. 2. Joint Underwriting Association offset. An_insurance company may offset against its premium tax
I|ab|I|tv to this state any amount paid for an assesaﬂent made pursuant to section 621.06, subdivision 6,-shall-be
te. The offsat against premium tax liahility
must be clal med beqmnlnq wi th the taxable year that the assessrnmt is pald To the extent that the allowabl e offset
exceeds the tax liability, the remaining offset must be carried forward to succeeding taxable years until the entire
offset has been credited against the insurance company's liability for premium tax under this chapter.

EFFECTIVE DATE. Thissection is effective for tax returns due on or after January 1, 2008.

Sec. 13. Minnesota Statutes 2006, section 2971.40, subdivision 5, is amended to read:

Subd. 5. Definition of tax. The term "tax" as used in this section means the tax imposed by section 2971.05,

subdivisions 1 to 6, 11, and 12, paragraphs (@), clauses (1) to (5), (b), and (€} (d), witheutregard-to-theretaiatory
provisions-of-section-297-05,-subdivision-11-and-the |ess any offset in section 2971.20.

EFFECTIVE DATE. Thissection is effective for tax returns due on or after January 1, 2008.

ARTICLE 14
MISCELLANEOUS
Section 1. Minnesota Statutes 2006, section 16A.152, subdivision 1b, is amended to read:

Subd. 1b. Budget reserveincrease. On July 1, 2003, the commissioner of finance shall transfer $300,000,000
to the budget reserve account in the generd fund. On July 1, 2004, the commissioner of finance shall transfer
$296,000,000 to the budget reserve account in the genera fund. On July 1, 2007, the commissioner of finance shall
transfer $30,000,000 to the budget reserve account in the general fund. The amounts necessary for this purpose are
appropriated from the general fund.

Sec. 2. Minnesota Statutes 2006, section 16A.152, subdivision 2, is amended to read:

Subd. 2. Additional revenues; priority. (a) If on the basis of a forecast of genera fund revenues and
expenditures, the commissioner of finance determines that there will be a positive unrestricted budgetary generd
fund balance at the close of the current biennium, the commissioner of finance must allocate money to the following
accounts and purposesin priority order:

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

(2) the budget reserve account established in subdivison la until that account reaches $653,000,000
$683,000,000; and

that account remhes the amount deaqnated for transfer in the urrent biennium as provided in subdivision 8,

paragraph (c).
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(b) If on the basis of a forecast of general fund revenues and expenditures, the commissioner of finance

determines that there will be a positive unrestricted budgetary genera fund balance at the close of the next
biennium, the commissioner of finance must allocate money to the tax volatility reduction account until that account
reaches the amount designated for transfer in the next biennium as provided in subdivision 8, paragraph (f).

(¢) The amounts necessary to meet the requirements of this-section paragraph (a) are appropriated from the
general fund within two weeks after the forecast i is relea%d e#m%heeaseef—trmsﬁepsﬂnder—p%agreph—(a)—elau%

ang as—hecessal o—med appropriatio cnegules Se—e5 Salse statute. The amount
necessary to meset the requwements of paraqraph (b) are transferred from the qenerd fund on thefirst day of the next
biennium.

{e} (d) To the extent that a positive unrestricted budgetary general fund balance is projected, appropriations
under this section must be made before section 16A.1522 takes effect.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 3. Minnesota Statutes 2006, section 16A.152, is amended by adding a subdivision to read:

Subd. 8. Tax volatility reduction account. (a) A tax volatility reduction account is created in the general fund.

(b) Beginning with the November 2007 economic forecast and for each subsequent economic forecast, the
commissioner of finance, in consultation with the commissioner of revenue, shall estimate the revenue gain or loss
anticipated for the current biennium and the next biennium, as a result of changes in taxpayer behavior in
anticipation of (1) the sunset of favorable federal income tax rates for capital gainsincome under Public Law 108-
27; (2) the extension of the sunset referenced in (1); or (3) any other federal law that changes federal income tax
rates for capital gainsincome.

(c) If the commissioner estimates arevenue gain under paragraph (b) for the current biennium, and if the amount
of gain estimated for the current biennium is more than the amount forecast to be in the tax volatility reduction
account at the close of the current biennium, then the difference is designated for transfer to the tax volatility
reduction account.

(d) If the commissioner estimates arevenue gain under paragraph (b) for the current biennium, and if the amount
of gain estimated for the current biennium is less than the amount forecast to be in the tax volatility reduction
account at the close of the current biennium, then the difference is transferred from the tax volatility reduction
account to the general fund.

(e) If the commissioner estimates a revenue loss under paragraph (b) in the current biennium, then the amount
adeguate to offset the loss, to the extent it is available, is transferred from the tax volatility reduction account to the

general fund.
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(f) If the commissioner estimates arevenue gain for the next biennium under paragraph (b), and if the amount of
gain estimated for the next biennium is more than the amount forecast to bein the tax volatility reduction account at
the close of the next biennium, then the difference is designated for transfer to the tax volatility reduction account on
the first day of the next biennium.

(g) If the commissioner estimates arevenue gain for the next biennium under paragraph (b), and if the amount of
gain estimated for the next biennium is less than the amount forecast to be in the tax volatility reduction account at
the close of the next biennium, then the difference is transferred from the tax volatility reduction account to the
general fund on the first day of the next biennium.

(h) If the commissioner estimates a revenue loss under paragraph (a) in the next biennium, then the amount
adeguate to offset the loss, to the extent it is available, is transferred from the tax volatility reduction account to the
general fund on the first day of the next biennium.

(i) For purposes of this subdivision "economic forecast" means the economic forecast prepared according to
section 16A.103.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 4. Minnesota Statutes 2006, section 16D.04, subdivision 1, is amended to read:

Subdivision 1. Duties. The commissioner shall provide servicesto the state and isreferring agencies to collect
debts ewed-the-state referred for collection under this chapter. The commissioner is not a collection agency as
defined by section 332.31, subdivision 3, and is not licensed, bonded, or regulated by the commissioner of
commerce under sections 332.31 to 332.35 or 332.38 to 332.45. The commissioner is subject to section 332.37,
except clause (9), (10), (12), or (19). Debts referred to the commissioner for collection under section 256.9792 may
in turn be referred by the commissioner to the enterprise. An audited financia statement may not be required as a
condition of debt placement with a private agency if the private agency: (1) has errors and omissions coverage
under aprofessional liability policy in an amount of at least $1,000,000; or (2) has a fidelity bond to cover actions of
its employees, in an amount of at least $100,000. In cases of debts referred under section 256.9792, the provisions
of this chapter and section 256.9792 apply to the extent they are not in conflict. If they arein conflict, the provisions
of section 256.9792 control. For purposes of this chapter, the referring agency for such debts remains the
Department of Human Services.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 5. Minnesota Statutes 2006, section 16D.04, subdivision 2, is amended to read:

Subd. 2. Agency participation. (a) A referring agency-may,-at-ts-eption; must refer, by el ectronic means, debts
to the commissioner for collection. Fhe-ultimate Responsibility for the debt, including the reporting of the debt to
the commissioner of finance and the decision with regard to the continuing collection and uncollectibility of the
debt, remains with the referring agency.

(b) Before a debt becomes 121 days past due, a referring agency may refer the debt to the commissioner for
collection at any time after a debt becomes delinquent and uncontested and the debtor has no further administrative
appeal of the amount of the debt. When a debt owed to a state referring agency becomes 121 days past due, the state
referring agency must refer the debt to the commissioner for collection. Thisrequirement does not apply if thereisa
dispute over the amount or validity of the debt, if the debt is the subject of legal action or administrative
proceedings, or the agency determines that the debtor is adhering to acceptable payment arrangements. The
commi ssi oners-in-consditation-with-the-commissioner-of-finanee; may provide that certain types of debt need not be
referred to the commissioner for collection under this paragraph. Methods and procedures for referral must follow
internal guidelines prepared by the commissioner ef-finance.




4646 JOURNAL OF THE HOUSE [55TH DAY

(c) If the referring agency is a court, the court mugt furnish a debtor's Social Security number to the
commissioner when the court refers the debt.

EFFECTIVE DATE. Thissection is effective for debtsreferred on or after January 1, 2008.

Sec. 6. Minnesota Statutes 2006, section 16D.11, subdivision 2, is amended to read:

Subd. 2. Computation. At thetlmeadebt |sreferred theamount of coIIectlon COStS|sequaI to1517 percent of

ageney If after referraJ of a debt to a prlvate collectlon agency, the debtor requests cancellatlon of collectlon costs
under subdivision 3, the debt must be returned to the commissioner for resolution of the request.

EFFECTIVE DATE. Thissection is effective for debtsreferred on or after January 1, 2008.

Sec. 7. Minnesota Statutes 2006, section 16D.11, subdivision 7, is amended to read:

Subd. 7. Adjustment of rate. By June 1 of each year, the commissioner ef-finance shall determine the rate of
collection costs for debts referred to the enterprise during the next fiscal year. Therate is a percentage of the debts
in an amount that most nearly equalsthe costs of the enterprlse neceswry to proceﬁs and collect referred debts under
this chapter. In no event shal
maﬁmumeeneetleeeests—aqer%neem shdl the rate of thema;emum collectlon costs excwd 25 percent of the
debt. Determination of the rate of collection costs under this section is not subject to the fee setting requirements of
section 16A.1285.

EFFECTIVE DATE. Thissection is effective January 1, 2008.

Sec. 8. [84.635] MINNESOTA LAND CONSERVATION INCENTIVESACT.

Subdivison 1. Citation. This section may be cited as the "Minnesota Land Conservation Incentives Act of
2007."

Subd. 2. Purpose and findings. (@) The legidature finds that Minnesota's uniqgue natural resources are of
significant benefit to the state and the public.

(b) The legidature finds that the state of Minnesota's unique natural resources and distinctive natural heritage,
including habitat for plants, animas, and natural communities, are being lost at an darming rate.

(c) The legidature finds that much of Minnesota's unique natural resources and habitats are found on lands
which are privately owned.

(d) The legidature shall provide private landowners with incentives to encourage protection of private lands for
natural resources, biodiversity conservation, and outdoor recreation purposes.

Subd. 3. Definitions. For the purposes of this section, the following terms have the meanings given.

(a) "Feeinterest in rea property” meansfeetitlein real property that can be legally conveyed.

(b) "Public conservation agency" means the sate of Minnesota or a county of the state.
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(c) "Landowner" means an individud, estate, trust, partnership, or S-corporation.

(d) "Eligible landowner" means a landowner who makes a donation of fee interest in real property to a public
conservation agency.

(e) "Donation of feeinterest in rea property”" means the unconditional donation of a fee interest in real property
located in Minnesota and determined by the commissioner of natura resources to meet the criteriafor designation as
ascientific and natura area under section 86A.05, subdivision 5.

Subd. 4. Land conservation grant; digibility. (a) An digible landowner is €ligible for a grant equal to 30
percent of the fair market value of a donation of fee interest in real property which satisfies the requirements and
purposes of this section, up to a maximum grant of $200,000.

(b) The donation of fee interest in rea property must be acceptable to the public conservation agency, which
must agree to hold and maintain the property for conservation purposes, and which may not receive any payment in
lieu of taxes or other compensation for the property donated after the donation is accepted.

(c) The fair market value of qualified donations made under this section shall be substantiated by a qualified
appraisa prepared by a qualified appraiser, as those terms are defined under applicable federal law and regulations
governing charitable contributions.

(d) A landowner must establish digibility by application in a form and manner prescribed by the commissioner
to be considered for a grant under subdivision 5.

(e) The maximum amount of statewide grantsis $1,000,000 for each fiscal year.

Subd. 5. Land conservation grant; award by commissioner. The commissioner shall:

(1) approve donations of fee interest in real property to a public conservation agency as qualifying for a grant
under this section;

(2) determine criteria and priorities for awarding grants to landowners approved as qualifying for a grant under
clause (1);

(3) provide grants to landowners who gualify under clause (1) and meet the criteria and priorities under clause
2): and

(4) not award more than atotal of $1,000,000 of land conservation grants per fiscal year.

Subd. 6. Authorizing rulemaking; requiring report. The commissioner of natura resources shall adopt such
rules as may be deemed necessary to implement the land conservation grant program under this section. The
commissioner shall prepare a report to the legislature each year, in compliance with sections 3.195 and 3.197,
showing the lands protected under this section.

Subd. 7. Construction. No part of this section shall be interpreted to dter or amend any permit reguirements,
reporting requirements, allocation procedures, or other requirements set forth in any other provision of state law.
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Sec. 9. Minnesota Statutes 2006, section 270C.03, subdivision 1, isamended to read:
Subdivision 1. Powersand duties. The commissioner shall have and exercise the following powers and duties:
(1) adminigter and enforce the assessment and collection of taxes;

(2) make determinations, corrections, and assessments with respect to taxes, including interest, additions to
taxes, and assessable penalties,

(3) use datigtical or other sampling techniques consistent with generally accepted auditing standards in
examining returns or records and making assessments;

(4) investigate the tax laws of other states and countries, and formulate and submit to the legidature such
legidlation as the commissioner may deem expedient to prevent evasions of state revenue laws and to secure just and
equal taxation and improvement in the system of state revenue laws;

(5) 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, and furnish the governor, from time to time, such assistance
and information as the governor may requirerelating to tax matters;

(6) execute and administer any agreement with the secretary of the treasury or the Bureau of Alcohol, Tabacco,
Firearms, and Explosives in the Department of Justice of the United States or a representative of another state
regarding the exchange of information and adminigtration of the state revenue laws,

(7) require town, city, county, and other public officers to report information as to the collection of taxes
received from licenses and other sources, and such other information as may be needful in the work of the

commissioner, in such form as the commissioner may prescribe;

(8) authorize the use of unmarked motor vehicles to conduct seizures or criminal investigations pursuant to the
commissioner's authority; and

(9) maintain toll-free tel ephone access for taxpayer assistance for calls from locations within the state; and

(10) exercise other powers and authority and perform other duties required of or imposed upon the commissioner
by law.

EFFECTIVE DATE. Thissection is effective January 1, 2008.

Sec. 10. [270C.21] TAXPAYER ASSISTANCE GRANTS.

When the commissioner awards grants to nonprofit organizations to coordinate, facilitate, encourage, and aid in
the provision of taxpayer assistance services, the commissioner must provide public notice of the grantsin atimey
manner so that the grant process is completed and grants are awarded by October 1, in order for recipient
organizations to adequately plan expenditures for the filing season. At the time the commissioner provides public
notice, the commissioner must also notify nonprofit organizations that received grants in the previous biennium.

EFFECTIVE DATE. Thissection is effective the day following final enactment.
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Sec. 11. [270C.435] REFUNDS NOT SUBJECT TO ATTACHMENT OR GARNISHMENT.

No amount of atax refund or other payment payable by the commissioner to a taxpayer is assignable or subject
to execution, levy, attachment, garnishment, lien foreclosure, or other legal process, except as specifically provided

by law.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 12. Minnesota Statutes 2006, section 270C.446, subdivision 2, is amended to read:

Subd. 2. Required and excluded tax preparers. (a) Subject to the limitations of paragraph (b), the
commissioner must publish lists of tax preparers as defined in section 289A.60, subdivision 13, paragraph (f), who
have been convicted under section 289A.63 or assessed pendlties in excess of $1,000 under section 289A.60,
subdivision 13, paragraph (a).

(b) For the purpaoses of this section, tax preparers are not subject to publication if:

(1) an administrative or court action contesting the penalty has been filed or served and is unresolved at the time
when natice would be given under subdivision 3;

(2) an appedl period to contest the penalty hasnot expired; or
(3) the commissioner has been notified that the tax preparer is deceased.

EFFECTIVE DATE. Thissection is effective for pendties on returnsfiled after December 31, 2007.

Sec. 13. Minnesota Statutes 2006, section 270C.56, subdivision 1, isamended to read:

Subdivision 1. Liability imposed. A person who, either singly or jointly with others, has the control of,
supervision of, or responsibility for filing returns or reports, paying taxes, or collecting or withholding and remitting
taxes and who fails to do so, or a person who is liable under any other law, is liable for the payment of taxes,
penalties, and interest arising under chapters 295, 296A, 297A, 297F, and 297G, or sections 290.92 and 297E.02,
and, for the taxes listed in this subdivision, the applicable penalties for nonpayment under section 289A.60.

EFFECTIVE DATE. This section is effective for personal liability assessments made on or after the day
following final enactment.

Sec. 14. Minnesota Statutes 2006, section 270C.63, subdivision 9, is amended to read:

Subd. 9. Period of limitations. The lien imposed by this section shall, notwithstanding any other provision of
law to the contrary, be enforceable from the time the lien arises and for ten years from the date of filing the notice of
lien, which must be filed by the commissioner within five years after the date of assessment of the tax or fina
adminigrative or judicial determination of the assessment. A notice of lien filed at the Office of the Secretary of
State may be transcribed to any county within ten years after the date of its filing, but the transcription does not
extend the period during which thelien is enforceable. A notice of lien filed in one county may be transcribed to the
secretary of state or to any other county within ten years after the date of its filing, but the transcription shall not
extend the period during which the lien is enforceable. A notice of lien may be renewed by the commissioner before
the expiration of the ten-year period for an additional ten years. The taxpayer must receive written notice of the
renewal.

EFFECTIVE DATE. This section is effective for liens transcribed on or after the day following final
enactment.
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Sec. 15. Minnesota Statutes 2006, section 424A.10, subdivison 3, is amended to read:

Subd. 3. State reimbursement. (@) By - i i
apphy—to—the—commissioner—of revende Each year, to be eI|Q|bIe for state relmbursement of the amount of
supplemental benefits paid under subdivision 2 during the preceding calendar year, the relief association must apply
to the commissioner of revenue by February 15. By March 15 the commissioner shal reimburse the relief
association for the amount of the supplemental benefits paid to qualified recipients.

(b) The commissioner of revenue shall prescribe the form of and supporting information that must be supplied as
part of the application for state reimbursement. The commissioner of revenue shall reimburse the relief association
by paying the reimbursement amount to the treasurer of the municipality where the association is located. Within 30
days after receipt, the municipa treasurer shall trangmit the state reimbursement to the treasurer of the association if
the association has filed a financia report with the municipality. |f the relief association has not filed a financid
report with the municipality, the municipa treasurer shall delay transmission of the reimbursement payment to the
association until the complete financial report is filed. If the association has dissolved or has been removed as a
trustee of state aid, the treasurer shall deposit the money in a special account in the municipal treasury, and the
money may be disbursed only for the purposes and in the manner provided in section 424A.08. When paid to the
association

{e) the reimbursement payment must be deposited in the special fund of the relief association.

) () A sum sufficient to make the payments is appropriated from the generd fund to the commissioner of
revenue.

EFFECTIVE DATE. Thissection is effective January 1, 2007, and thereafter.

Sec. 16. FINANCIAL MANAGEMENT.

Notwithstanding the provisions of Minnesota Statutes, section 16A.1522, subdivision 4, the commissioner of
finance shdl designate any positive genera fund budgetary balance on June 30, 2007, as an unrestricted balance.
Money so designated shall remain available for general fund appropriations authorized in fiscal years 2008 and
2009.

Sec. 17. HOMESTEAD CREDIT STATE REFUND TRANSITION RESERVE.

Subdivison 1. Reserve account. A homestead credit state refund transition reserve account is established in the
general fund to provide two additional years of transition funding for the homestead credit state refund.

Subd. 2. Transfer to account. On June 29, 2009, the commissioner of finance shall transfer $84,295,000 from
the general fund to the homestead credit state refund transtion reserve account.

Subd. 3. Transfer to general fund. On July 1, 2009, the commissioner of finance shall transfer the balance in
the homestead credit state refund transition reserve account to the genera fund.

Subd. 4. Expiration date. This section expires July 2, 2009.

Sec. 18. LIGNOCELLULOSC ETHANOL PRODUCTION GRANT; APPROPRIATION.

$4,735,000 is appropriated in fiscal year 2008 from the genera fund to the commissioner of agriculture for a
competitive grant to a biofudl producer for the design and construction of a new plant or the conversion of an
existing plant in Minnesota that produces ethanol from lignocellulosic feedstocks. The commissioner of agriculture
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shall solicit proposals for demonstration projects. The proposals shall be reviewed and the winning proposal chosen
by the NextGen Enerqy Board established by the 85th Legidative Session House File 2227, the third engrossment.
Eligible lignocdlulosic feedstocks include dedicated energy crops and trees, wood and wood residues, plants,
grasses, agricultural residues, fibers, animal wastes and other waste materiads, and municipal solid waste. The
NextGen Energy Board shall select a proposal that: (1) demonstrates sufficient funding from all sources to fully
construct or retrofit an ethanol plant and produce ethanaol from eligible lignocellulosic feedstocks; (2) demonstrates
the continued economic viability of the project once the initial construction costs are paid; and (3) proposes to
construct or retrofit an ethanol plant that can be easily replicated in Minnesota.  Proposals solely to replace energy
inputs derived from fossil fuels with energy derived from lignocellulosic sources are not digible. This appropriation
is available until expended.

Sec. 19. APPROPRIATION.

$1,000,000 in fiscal year 2008 and $1,000,000 in fiscal year 2009 are appropriated from the general fund to the
commissioner of natural resources to make land conservation grants as provided in Minnesota Statutes, section
84.635.

Sec. 20. APPROPRIATIONS.

() $310,000 is appropriated for fiscal year 2008 and $58,000 is appropriated for fiscal year 2009 from the
general fund to the commissioner of revenue to administer this act.

(b) Of these amounts:

(i) $150,000 in fiscal year 2008 is for the fiscal disparities study required under article 3;

(ii) $87,000 in fiscal year 2008 is for the sales and use tax study required under article 6; and

(iii) $73,000 in fiscal year 2008 and $58,000 in fiscal year 2009 is for administering 1099 reporting requirements
under article 5. The $58,000 in fiscal year 2009 becomes part of the agency's base budget for fiscal years 2010 and
2011."

Deete thetitle and insert:

"A bill for an act relating to the financing and operation of state and local government; making policy, technical,
adminigrative, enforcement, collection, refund, and other changes to income, franchise, property, sales and use,
motor vehicle sales, health care provider, cigarette and tobacco products, insurance premiums, aggregate removal,
mortgage, deed, production, estate, gambling, and other taxes and tax-related provisions; providing a homestead
credit state refund; providing for aids to local governments; increasing property tax refunds; providing and changing
income and franchise tax credits, subtractions, apportionment, and aternative minimum taxes; adding an income tax
bracket and rate; requiring tax withholding; modifying taxation of certain compensation paid to nonresidents;
providing for taxation of foreign operating corporations modifying and authorizing sales tax exemptions
prohibiting new local sales taxes; modifying and authorizing local government sales taxes; imposing a surcharge on
certain admissions; modifying property tax exemptions, tax bases, levies, valuation, classes, class rates, credits,
statements, abatement, truth in taxation, payment options, and appeals; extending and establishing certain property
tax deferral programs, changing tax increment financing provisions, changing certain border city allocation and
JOBZ requirements; establishing a FARMZ program; changing provisions relating to fiscal disparities, state debt
collection procedures, sustainable forest incentives programs, tax-forfeited land sales, leases, exchanges, and use of
proceeds; changing distributions of production tax proceeds; providing for purchase of forest lands; providing for
higher education grants in the taconite assistance area; providing for taxation of gifts, conforming provisions to
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certain changes in federa laws, changing and imposing powers, duties, and requirements on certain local
governments and authorities and state departments or agencies; transferring money to the budget reserve account;
providing for state funds and accounts, providing for bioscience, land conservation, film production costs
reimbursement, and Lignocellulosic ethanol production grants; authorizing release of certain data; requiring sudies,
appropriating money; amending Minnesota Statutes 2006, sections 16A.152, subdivisions 1b, 2, by adding a
subdivision; 16D.04, subdivisions 1, 2; 16D.11, subdivisions 2, 7; 37.13, by adding a subdivision; 621.06,
subdivision 6; 71A.04, subdivision 1; 97A.061, subdivision 2; 127A.48, subdivision 3; 268.19, subdivision 1;
270.071, subdivision 7; 270.072, subdivisions 2, 3, 6; 270.074, subdivision 3; 270.076, subdivision 1; 270.41,
subdivisions 1, 2, 3, 5, by adding a subdivision; 270.44; 270.45; 270.46; 270.47; 270.48; 270.50; 270A.03,
subdivision 5; 270B.15; 270C.03, subdivision 1; 270C.306; 270C.34, subdivision 1; 270C.446, subdivison 2;
270C.56, subdivision 1; 270C.63, subdivision 9; 272.02, subdivison 64, by adding subdivisions, 272.115,
subdivision 1; 273.05, by adding a subdivision; 273.11, subdivision 1a by adding a subdivison; 273.111,
subdivision 3, by adding a subdivision; 273.117; 273.121; 273.123, subdivisions 2, 3, 7; 273.124, subdivisions 1, 13,
14, 21; 273.125, subdivision 8; 273.128, subdivision 1, by adding a subdivision; 273.13, subdivisions 22, 23, 24, 25,
33, by adding a subdivision; 273.1384, subdivision 1; 273.1398, subdivision 4; 273.33, subdivision 2; 273.37,
subdivision 2; 273.371, subdivision 1; 274.01, subdivision 1; 274.13, subdivision 1; 275.065, subdivisions 3, 5a, by
adding subdivisions, 275.067; 276.04, subdivison 2, by adding a subdivision; 277.01, subdivision 2; 278.05,
subdivision 6; 279.01, subdivision 1, by adding a subdivision; 279.37, subdivision 1a; 280.39; 287.22; 287.2205;
289A.02, subdivision 7; 289A.08, subdivisions 3, 11, 13; 289A.09, subdivision 2; 289A.12, subdivisions 4, 14, by
adding a subdivision; 289A.18, subdivision 1; 289A.31, subdivision 7; 289A.40, subdivisions 2, 4; 289A.56, by
adding a subdivision; 289A.60, subdivisions 8, 12, 25, 27, by adding subdivisions; 290.01, subdivisions 5, 19, as
amended, 19b, 19c, 19d, 31, as amended; 290.06, subdivisons 2c, 2d, 33, by adding a subdivision; 290.067,
subdivisions 1, 2b; 290.0671, subdivision 7; 290.0677, subdivision 1; 290.091, subdivision 3; 290.0921, subdivision
3; 290.17, subdivisions 2, 4, by adding a subdivision; 290.191, subdivisions 2, 3, 5, 8; 290.21, subdivision 4; 290.92,
by adding a subdivision; 290A.03, subdivisions 7, 13, 15, as amended; 290A.04, subdivisions 2a, 2h, 4, by adding a
subdivision; 290B.03, subdivisions 1, 2; 290B.04, subdivisions 3, 4; 290B.05, subdivision 1; 290B.07; 290C.02,
subdivision 3; 290C.04; 290C.05; 290C.07; 290C.11; 291.005, subdivision 1; 291.03, subdivision 1, by adding
subdivisions; 291.215, subdivision 1; 295.52, subdivisions 4, 4a; 295.54, subdivision 2; 296A.18, subdivision 4;
297A.61, subdivisions 3, 4, 7, 10, 12, 24, by adding subdivisions; 297A.63, subdivision 1; 297A.665; 297A.668, by
adding a subdivision; 297A.669, subdivisions 3, 13, 14, by adding subdivisions, 297A.67, subdivisions 7, 8, 9;
297A.68, subdivisions 11, 16, 35, by adding a subdivision; 297A.69, subdivisions 2, 3; 297A.70, subdivisions 3, 7,
8, by adding subdivisions; 297A.71, subdivision 23, by adding subdivisions; 297A.72; 297A.75, subdivisions 1, 2,
3, by adding a subdivision; 297A.90, subdivision 2; 297A.99, subdivision 1; 297B.03; 297B.035, subdivision 1,
297E.02, by adding a subdivision; 297F.01, subdivision 19, by adding a subdivision; 297F.05, subdivisions 3, 4, by
adding a subdivision; 297F.06, subdivision 4; 297F.21, subdivision 3; 297F.25, by adding a subdivision; 2971.06,
subdivisions 1, 2; 2971.15, by adding a subdivision; 2971.20, subdivision 2; 2971.40, subdivision 5; 298.22, by
adding a subdivision; 298.2214, subdivision 2; 298.28, subdivision 4, by adding a subdivision; 298.292, subdivision
2; 298.2961, subdivision 4; 298.75, by adding a subdivision; 424A.10, subdivision 3; 435.193; 469.169, by adding a
subdivision; 469.1734, subdivision 6; 469.174, subdivisions 10, 10a, 27; 469.175, subdivisions 1, 3; 469.176,
subdivisions 1, 2, 4l, 7; 469.1761, subdivision 1; 469.1763, subdivision 2; 469.177, subdivision 1; 469.178,
subdivision 7; 469.1791, subdivision 3; 469.1813, subdivision 1a; 469.310, by adding a subdivision; 469.312, by
adding subdivisions;, 469.314, subdivision 1; 469.3201; 473F.01, subdivison 2; 473F.08, subdivisions 5, 7a;
477A.011, subdivisions 34, 36; 477A.0124, subdivision 5; 477A.013, subdivisions 8, 9, by adding a subdivision;
477A.03; 477A.12, subdivision 1; 477A.14, subdivision 1; Laws 1973, chapter 393, section 1, as amended; Laws
1980, chapter 511, section 1, subdivision 2, as amended; Laws 1994, chapter 587, article 9, section 14, subdivisions
1, 2, 3; Laws 1995, chapter 264, article 5, sections 44, subdivision 4, as amended; 45, subdivision 1, as amended;
Laws 2005, First Special Session chapter 3, article 5, section 39; Laws 2006, chapter 236, article 1, section 21;
proposing coding for new law in Minnesota Statutes, chapters 84; 270; 270C; 273; 274; 290; 290C; 295; 297A,;
383D; 383E; 469; proposing coding for new law as Minnesota Statutes, chapter 290D; repealing Minnesota Statutes
2006, sections 270.073; 270.41, subdivision 4; 270.43; 270.51; 270.52; 270.53; 290.01, subdivision 6b; 290.0921,
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subdivison 7; 290.191, subdivision 4; 290A.04, subdivision 2; 295.60; 297A.61, subdivision 20; 297A.668,
subdivision 6; 297A.67, subdivision 22; 383A.80, subdivision 4; 383B.80, subdivision 4; 469.174, subdivision 29;
473F.08, subdivison 3a; Laws 1973, chapter 393, section 2; Laws 1994, chapter 587, article 9, section 8,
subdivision 1, as amended."”

With the recommendation that when so amended the hill pass and be re-referred to the Committee on Ways and
Means.
MINORITY REPORT
April 24, 2007

We, the undersigned, being a minority of the Committee on Taxes, recommend that H. F. No. 2362 do pass with
the following amendments:

De ete everything after the enacting clause and insert:
"ARTICLE 1
GOVERNOR'SINITIATIVES
Section 1. Minnesota Statutes 2006, section 16A.152, subdivision 1b, is amended to read:
Subd. 1b. Budget reserve increase. On July 1, 2003 2007, the commissioner of finance shall transfer

$399999999 w7 000 000 tothe budget reserve account in the generd fund. ©r-duhy-1-2004the commisstone—of
. —The amounts necessary for

thl S purpose are approprl ated from the generd fund.

Sec. 2. Minnesota Statutes 2006, section 16A.152, subdivision 2, is amended to read:

Subd. 2. Reserve goal; additional revenues, priority. (&) If on the basis of aforecast of genera fund revenues
and expenditures, the commissioner of finance determines that there will be a positive unrestricted budgetary
general fund balance at the close of the biennium_that exceeds $125,000,000, the commissioner of finance must
aHecatemeney shall transfer up to $50,000,000 to the following accounts and purposes in priority order:

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

(2) the budget reserve account established in subdivision 1a until that account reaches $653;0006,000; an amount
equal to five percent of forecast general fund spending for the second year of the biennium.
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Sec. 3. Minnesota Statutes 2006, section 126C.10, subdivision 13a, is amended to read:

Subd. 13a. Operating capital levy. To obtain operating capital revenue for fiscal year 2007 and later, a district
may levy an amount not more than the product of its operating capital revenue for the fiscal year times the lesser of
one or the ratio of its adjusted net tax capacity per adjusted margina cost pupil unit to the operating capital

equalizing factor. The operating capital equalizing factor equal s $22,222 forfiscal-year-2006-and $10,700 for fiscal
year 2007 2008 and $17,590 for fiscal year 2009 and later.

EFFECTIVE DATE. Thissection is effective for revenue for fiscal year 2009.

Sec. 4. Minnesota Statutes 2006, section 273.1384, subdivision 1, isamended to read:

Subdivision 1. Residential homestead market value credit. Each county auditor shal determine a homestead
credit for each class 1a, 1b, and 2a homestead property within the county equal to 0.4 percent of the first $76,000 of
market value of the property minus .09 percent of the market value in excess of $76;000 $118,000. The credit
amount may not be less than zero. In the case of an agricultura or resort homestead, only the market value of the
house, garage, and immediately surrounding one acre of land is eligible in determining the property's homestead
credit. In the case of a property that is classified as part homestead and part nonhomestead, (i) the credit shall apply
only to the homestead portion of the property, but (ii) if a portion of a property is classified as nonhomestead solely
because not dl the owners occupy the property, not all the owners have qualifying relatives occupying the property,
or soldly because not all the spouses of owners occupy the property, the credit amount shall be initially computed as
if that nonhomestead portion were also in the homestead class and then prorated to the owner-occupant's percentage
of ownership. For the purpose of this section, when an owner-occupant's spouse does not occupy the property, the
percentage of ownership for the owner-occupant spouse is one-half of the couple's ownership percentage.

EFFECTIVE DATE. Thissection is effective for taxes payable in 2008 and thereafter.

Sec. 5. Minnesota Statutes 2006, section 290.01, subdivision 19b, is amended to read:

Subd. 19b. Subtractions from federal taxable income. For individuds, estates, and trusts, there shall be
subtracted from federal taxable income:

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

(2) if included in federal taxable income, the amount of any overpayment of income tax to Minnesota or to any
other state, for any previous taxable year, whether the amount isreceived as arefund or as a credit to another taxable
year'sincome tax liability;
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(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
legaly fulfill the state's compulsory attendance laws, which is not operated for profit, and which adheres to the
provisions of the Civil Rights Act of 1964 and chapter 363A. For the purposes of this clause, "tuition" includes fees
or tuition as defined in section 290.0674, subdivision 1, clause (1). As used in this clause, "textbooks' includes
books and other ingructional materials and equipment purchased or leased for use in eementary and secondary
schools in teaching only those subjects legally and commonly taught in public elementary and secondary schools in
this state. Equipment expenses qualifying for deduction includes expenses as defined and limited in section
290.0674, subdivision 1, clause (3). "Textbooks' does not include instructional books and materials used in the
teaching of religious tenets, doctrines, or worship, the purpose of which is to instill such tenets, doctrines, or
worship, nor does it include books or materias 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 Interna
Revenue Code;

(4) income as provided under section 290.0802;

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

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

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

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

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

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

(11) the amount of compensation paid to members of the M [ nnesota National Guard or other reserve components
of the United States mllltary for active service A A
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state active service as defined in section 190.05, subdivision 5a, clause (1); (ii) federally funded state active service
asdeflned in sectlon 190 05, subdlwson 5b; or (iii) federal actlve service as defined i in section 190 05 subdivision

(12) the amount of compensation paid to Minnesota residents who are members of the armed forces of the

United States or United Nations for active duty perfermed-outside-Minnesota;

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

(14) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19a, clause (8), or 19c, clause (16), in the case of a shareholder of a corporation that isan S corporation,
an amount equal to one-fifth of the addition made by the taxpayer under subdivision 19a, clause (8), or 19¢c, clause
(16), in the case of a shareholder of a corporation that is an S corporation, minus the positive value of any net
operating loss under section 172 of the Internal Revenue Code generated for the tax year of the addition. If the net
operating loss exceeds the addition for the tax year, a subtraction isnot alowed under this clause;

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

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

(17) to the extent included in federal taxable income, a percentage of compensation received from a pension or
other retirement pay from the government for service in the armed forces of the United States, up to a maximum
amount. For taxable years beginning after December 31, 2006, and before January 1, 2008, the percentage is 25
percent and the maximum amount is $7,500; for taxable years beginning after December 31, 2007, and before
January 1, 2009, the percentage is 50 percent and the maximum amount is $15,000; for taxable years beginning after
December 31, 2008, and before January 1, 2010, the percentage is 75 percent and the maximum amount is $22,500;
and for taxable years beginning after December 31, 2009, the percentage is 100 percent and there is no maximum
amount.

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006, except that the
changes in clauses (11) and (12) are phased in over the tax years beginning after December 31, 2006, and before
December 31, 2009. For tax years beginning after December 31, 2006, and before January 1, 2008, 25 percent of
the compensation affected by the changes in clauses (11) and (12) are an alowable subtraction. For the tax year
beginning after December 31, 2007, and before January 1, 2009, 50 percent is allowed. For the tax year beginning
after December 31, 2008, and before January 1, 2010, 75 percent is allowed. For tax years beginning after
December 31, 2009, 100 percent is allowed.
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Sec. 6. Minnesota Statutes 2006, section 290.06, is amended by adding a subdivision to read:

Subd. 34. Dairy investment credit. (a) A dairy investment credit is alowed against the tax due under this
chapter equal to ten percent of the amount paid or incurred by the taxpayer, on the first $500,000 of qualifying
expenditures madein the qualifying period.

(b) "Qualifying expenditures’ means for purposes of this subdivision the amount spent for the acquisition,
construction, or improvement of buildings or facilities, or the acquisition of equipment, for dairy anima housing,
confinement, animal feeding, milk production, and waste management, including the following, if related to dairy
animasin this state:

(1) freestall barns;

2) fences;

(3) watering facilities;

(4) feed storage and handling equipment;

(5) milking parlors;

(6) robotic equi pment;
(7) scales,
(8) milk storage and cooling facilities;

(9) bulk tanks;

(10) manure pumping and storage facilities;

(11) digesters, and

(12) equipment used to produce energy.

Qualified expenditures only include amounts that are capitalized and deducted under either section 167 or 179 of
the Internal Revenue Code in computing federal taxable income.

(c) The credit is limited to the liability for tax, as computed under this chapter for the taxable year. |f the amount
of the credit determined under this section for any taxable year exceeds this limitation, the excess is a dairy
investment credit carryover to each of the 15 succeeding taxable years. The entire amount of the excess unused
credit for the taxable year is carried first to the earliest of the taxable years to which the credit may be carried and
then to each successive year to which the credit may be carried. The amount of the unused credit which may be
added under this paragraph shall not exceed the taxpayer's liability for tax less the dairy investment credit for the
taxable year.

(d) The qualifying period isthat time after December 31, 2006, and before January 1, 2013.

(e) The $50,000 maximum credit applies at the entity level for partnerships, S corporations, trusts, and estates as
well as at the individual level. In the case of married individuals, the credit is limited to $50,000 for a married

couple.

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.
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Sec. 7. Minnesota Statutes 2006, section 290.06, is amended by adding a subdivision to read:

Subd. 35. Regional investment credit. (a) A credit is alowed against the tax imposed by this chapter for
investment in a qualified regional angel investment network fund. The credit equals 25 percent of the taxpayer's
investment made in the fund, but not to exceed the lesser of:

(1) theliability for tax under this chapter, including the applicabl e alternative minimum tax; or

(2) the taxpayer's share of the amount of the certificate issued to the fund by the commissioner of employment
and economic devel opment under paragraph (c).

The taxpayer must claim the credit in the same tax year in which the investment to the fund is made. The credit
is allowed only for investments made to a fund that are made after the fund has been certified by the commissioner
of employment and economic devel opment under paragraph (c).

(b) For purposes of this subdivision, a regiona angdl investment network fund means a pool investment fund
that:

(1) is organized as a limited liability company and consists of members who are accredited investors within the
meaning of Regulation D of the Securities and Exchange Commission, Code of Federal Regulations, title 17, section
230.501(a); or consists of members that are not accredited investors that make eguity investments or investments in
notes that pay interest or other fixed amounts or any combination of both;

(2) primarily makes investmentsin qualified small business ventures as defined in paragraph (f);

(3) has no fewer than five separate investors and no investor owns more than 25 percent of the outstanding
ownership interests in the fund. For purposes of determining the number of investors and the ownership interest of
an investor under this clause, the ownership interests of an investor include those of:

(i) the investor's spouse, a child, and sibling; and

(ii) a corporation, partnership, or trust in which the investor has a controlling equity interest or in which the
investor exercises management control.

(c) Regiona angd investment network funds may apply to the commissioner of employment and economic
development for certification as a qualifying regional angdl investment network fund. The application must be in
the form and made under procedures specified by the commissioner of employment and economic devel opment.
The commissioner of employment and economic development may certify up to 20 funds and may provide
certificates entitling investorsin each fund to tax credits under this subdivision of up to $600,000 for each fund. The
commissioner of employment and economic development must not issue a total amount of certificates for al funds
of more than $6,000,000. In awarding certificates under this paragraph, the commissioner of employment and
economic development shall generally award them to qualified applicants in the order in which the applications are
received, but shall also seek to certify funds that are broadly dispersed across the entire state.

(d) Each fund must provide each investor a statement indicating the investor's share of the credit amount certified
to the fund under paragraph (c) based on the order in which that investor'sinvestment is made to the fund.

(e) If the amount of the credit under this subdivision for any taxable year exceeds the limitation under paragraph
(a), clause (1), the excessis a credit carryover to each of the ten succeeding taxable years. The entire amount of the
excess unused credit for the taxable year must be carried first to the earliest of the taxable years to which the credit
may be carried, and then to each successive year to which the credit may be carried. The amount of the unused
credit which may be added under this paragraph may not exceed the taxpayer's liability for tax less the credit for the
taxable year.
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(f) A businessis a qualified small business venture for purposes of this subdivision only if the business satisfies
the following conditions:

(1) the business is engaged in, or is committed to engage in, manufacturing, agriculture, processing or
assembling products, conducting research and devel opment, or devel oping a new product or business process,

(2) the business is not engaged in real estate development, insurance, banking, lending, lobbying, palitical
consulting, wholesale or retail trade, leisure, hospitality, transportation, construction, or professional services
provided by attorneys, accountants, business consultants, physicians, or health care consultants;

(3) the business has its headquartersin Minnesota;

(4) at least 51 percent of the business's employees are employed in Minnesota;

(5) the business has less than 100 empl oyees;

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

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

(8) the businessis not part of a unitary business that employs more than 100 empl oyees.

A business that does not meet all of the conditions in clauses (3) through (8) is not a qualified small business
venture unless the commissioner of employment and economic development determines, prior to the investment by
the fund, that the business is a small business as defined by the small business administration, or by other criteriain
Minnesota |aw.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 8. Minnesota Statutes 2006, section 290.091, subdivision 2, is amended to read:

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

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

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

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

(i) the charitable contribution deduction under section 170 of the Internal Revenue Code:

(A) for taxable years beginning before January 1, 2006, to the extent that the deduction exceeds 1.0 percent of
adjusted grossincome;

(B) for taxable years beginning after December 31, 2005, to the full extent of the deduction.
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For purposes of this clause, "adjusted grossincome" has the meaning given in section 62 of the Internal Revenue
Code;

(ii) the medica expense deduction;

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

(iv) theimpairment-related work expenses of a disabled person;

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

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

subparagraph (E);

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

(6) the amount of addition required by section 290.01, subdivision 19a, clauses (7), (8), and (9);
less the sum of the amounts determined under the following:
(2) interest income as defined in section 290.01, subdivision 19b, clause (1);

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

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

(4) amounts subtracted from federal taxable income as provided by section 290.01, subdivision 19b, clauses (9)
to (a6) (17).

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

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

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

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

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

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.
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Sec. 9. Minnesota Statutes 2006, section 290.191, subdivision 2, is amended to read:

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

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

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

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

(b) For purposes of paragraph (a) and subdivision 3, the following percentages apply for the taxable years
specified:

Taxable years

beginning Sales Property Payroll
during factor factor factor
calendar year percent percent percent
2007 78 11 11
2008 8185 9575 9575
2009 84 90 85 85
2010 8795 6525 6525
2011 90 5 5
2012 93 35 35
2013 96 2 2
2014 and later 100 0 0

calendar years

EFFECTIVE DATE. Thissection is effective for tax years beginning after December 31, 2006.

Sec. 10. Minnesota Statutes 2006, section 290A.04, subdivison 2, is amended to read:

Subd. 2. Homeowners. A claimant whose property taxes payable are in excess of the percentage of the
household income stated below shall pay an amount equal to the percent of income shown for the appropriate
household income level along with the percent to be paid by the claimant of the remaining amount of property taxes
payable. The state refund equas the amount of property taxes payable that remain, up to the state refund amount
shown below.
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Household Income
$0t0 1,189
1,190t0 2,379
2,380 to 3,589
3,590t0 4,789
4,79010 5,979
5,980 to 8,369
8,37010 9,559
9,560 to 10,759
10,760 to 11,949
11,950 to 13,139
13,140 to 14,349
14,350 to 16,739
16,740 t0 17,929
17,9300 19,119
19,120 to 20,319
20,320 to 25,099
25,100 to 28,679
28,680 to 35,849
35,850 t0 41,819
41,820 to 47,799
47,800t0 53,779
53,780 to 59,749
59,750 to 65,729

65,730 to 69,319
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Percent of Income
1.0 percent
1.1 percent
1.2 percent
1.3 percent
1.4 percent
1.5 percent
1.6 percent
1.7 percent
1.8 percent
1.9 percent
2.0 percent
2.1 percent
2.2 percent
2.3 percent
2.4 percent
2.5 percent
2.6 percent
2.7 percent
2.8 percent
3.0 percent
3.2 percent
3.5 percent
4.0 percent

4.0 percent

Percent Paid by
Claimant

15 percent
15 percent
15 percent
20 percent
20 percent
20 percent
25 percent
25 percent
25 percent
30 percent
30 percent
30 percent
35 percent
35 percent
35 percent
40 percent
40 percent
40 percent
45 percent
45 percent
45 percent
50 percent
50 percent

50 percent

[55TH DAY

Maximum State
Refund

$1:450 $1,810
$1:450 $1,810
$1:410 $1,760
$1:410 $1,760
$1:360 $1,700
$1:360 $1,700
$1:310 $1,570
$1:310 $1,570
$1:260 $1,520
$1:260$1,520
$1:210 $1,450
$1:210 $1,450
$1:160 $1,330
$1:160 $1,330
$1:110 $1,280
$1:110 $1,280
$1:670 $1,230
$1:670 $1,230
$970 $1,070
$970 $1,070
$870 $960
$780 $860
$680 $750
$580 $640
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69,320to 71,719 4.0 percent 50 percent $480 $530
71,720to 74,619 4.0 percent 50 percent $390 $430
74,620t0 77,519 4.0 percent 50 percent $290 $320

The payment made to a claimant shall be the amount of the state refund calculated under this subdivision. No
payment is allowed if the claimant's household income is $77,520 or more.

EFFECTIVE DATE. Thissection is effective beginning with refunds based on property taxes payablein 2008.

Sec. 11. Minnesota Statutes 2006, section 297A.68, subdivison 5, is amended to read:
Subd. 5. Capital equipment. (a) Capital equipment is exempt asfollows:

(1) For sales and purchases of capital equipment by the wood products industry, the tax is not imposed.

(2) For sales and purchases of capita equipment by asmall business, thetax is not imposed. For purposes of this
subdivision, "small business' is as defined in section 645.455, subdivision 2.

(3) For all other sales and purchases of capital equipment, 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.

"Capita equipment” means machinery and equipment purchased or leased, and used in this state by the
purchaser or lessee primarily for manufacturing, fabricating, mining, or refining tangible personal property to be
sold ultimately at retail if the machinery and equipment are essential to the integrated production process of
manufacturing, fabricating, mining, or refining. Capital equipment also includes machinery and equipment used
primarily to electronically transmit resultsretrieved by a customer of an online computerized dataretrieval system.

(b) Capitd equipment indludes, but is not limited to:

(1) machinery and equipment used to operate, control, or regulate the production equipment;

(2) machinery and equipment used for research and devel opment, 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) materiad s 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 modificationsto machinery or egquipment;

(6) materid s used for foundations that support machinery or equipment;
(7) materid s used to construct and install specia purpose buildings used in the production process;
(8) ready-mixed concrete equipment in which the ready-mixed concrete is mixed as part of the delivery process

regardless if mounted on a chassis, repair parts for ready-mixed concrete trucks, and leases of ready-mixed concrete
trucks; and
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(9) machinery or equipment used for research, development, design, or production of computer software.
(c) Capital equipment does not include the following:

(1) motor vehiclestaxed under chapter 297B;

(2) machinery or eguipment used to receive or storeraw materials;

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

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

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

(6) machinery or eguipment purchased and installed by a contractor as part of an improvement to real property;

(7) machinery and equipment used by restaurants in the furnishing, preparing, or serving of prepared foods as
defined in section 297A.61, subdivision 31;

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

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

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

(d) For purposes of this subdivision:

(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 astools, 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 removal of raw materials from inventory and ends when the last process prior to loading for shipment has been
completed; (ii) fabricating begins with the removal from storage or inventory of the property to be assembled,
processed, altered, or modified and ends with the crestion or production of the new or changed product; (iii) mining
begins with the removal 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.
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(4) "Machiney" means mechanical, dectronic, or dectrical 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 materias from inventory through completion of the product, including packaging of the product.

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

(6) "Manufacturing" means an operation or series of operations where raw materials are changed in form,
composition, or condition by machinery and equipment and which results in the production of a new article of
tangible personal property. For purposes of this subdivision, "manufacturing” includes the generation of eectricity
or steam to be sold at retail.

(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
accessibleto all its customers.

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

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

(11) "Wood products industry” means manufacturers of pulp, paper, and paperboard; sawmills and planing mills;
manufacturers of panel board including veneer, plywood, and reconstituted wood products such as particleboard,
waferboard, and oriented strandboard; manufacturers of fabricated wood millwork; manufacturers of structural wood
members; and manufacturers of prefabricated wood buildings and components. For purposes of this subdivision,
"wood products industry” does not include logging; manufacturers of wood cabinets, furniture, office or store
fixtures, toys and playground eguipment, caskets, or miscellaneous wood products, manufacturers of wood
containers; businesses engaged in wood preserving; the operation of timber tracts or tree farms; forest nurseries and
the gathering of forest products; and forestry services related to timber production.

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

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 12. Minnesota Statutes 2006, section 297A.70, subdivison 2, is amended to read:

Subd. 2. Salesto government. (a) All sales, except those listed in paragraph (b), to the following governments
and palitical subdivisions, or to the listed agencies or instrumentalities of governments and political subdivisions,
are exempt:

(1) the United States and its agencies and instrumentalities;

(2) school didtricts, the University of Minnesota, state universities, community colleges, technicd colleges, state
academies, the Perpich Minnesota Center for Arts Education, and an ingrumentality of a political subdivision that is
accredited as an optional/specia function school by the North Central Association of Colleges and Schools;

(3) hospitals and nursing homes owned and operated by political subdivisions of the state of tangible personal
property and taxable services used at or by hospitals and nursing homes;
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(4) the Metropolitan Council, for its purchases of vehicles and repair parts to equip operations provided for in
section 473.4051;

(5) other states or political subdivisions of other states, if the sale would be exempt from taxation if it occurred in
that stete; and

(6) salesto public libraries, public library systems, multicounty, multitype library systems as defined in section
134.001, county law libraries under chapter 134A, state agency libraries, the state library under section 480.09, and
the Legidative Reference Library:; and

(7) Department of Transportation purchases that are made from the trunk highway fund.

(b) Thisexemption does not apply to the sales of the following products and services:

(1) building, construction, or reconstruction materials purchased by a contractor or a subcontractor as a part of a
lump-sum contract or similar type of contract with a guaranteed maximum price covering both labor and materias
for use in the construction, alteration, or repair of a building or facility;

(2) construction materias purchased by tax exempt entities or their contractors to be used in constructing
buildings or facilities which will not be used principally by the tax exempt entities;

(3) the leasing of a motor vehicle as defined in section 297B.01, subdivision 5, except for leases entered into by
the United States or its agencies or instrumentalities; or

(4) lodging as defined under section 297A.61, subdivision 3, paragraph (g), clause (2), and prepared food, candy,
and soft drinks, except for lodging, prepared food, candy, and soft drinks purchased directly by the United States or
its agencies or instrumentalities.

(c) As used in this subdivision, "school districts' means public school entities and districts of every kind and
nature organized under the laws of the state of Minnesota, and any instrumentality of a school district, as defined in
section 471.59.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 13. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 40. Legal reference office and data center facility. Materids and supplies used or consumed in, and
equipment incorporated into, the construction, improvement, or expansion of alegal reference office and data center
facility is exempt if:

(1) the facility is engaged in the development or provision of print or online versions of legal reference products
and services; and

(2) thetotal capital investment madein the facility is at |east $60,000,000.

Except for equipment owned or |eased by a contractor, al machinery, equipment, appliances, furniture, fixtures,
and technical equipment, incdluding data processing, data storage, and telecommunications hardware and software,
necessary to the construction and equipping of the facility to provide those services are also exempt.

EFFECTIVE DATE. This section is effective for sales and purchases made after December 31, 2006, and
before January 1, 2012.
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Sec. 14. Minnesota Statutes 2006, section 297A.71, is amended by adding a subdivision to read:

Subd. 41. Commuter rail; material, supplies, and equipment. Materias and supplies used or consumed in,
and egquipment incorporated into, the construction or improvement of a commuter rail transportation system operated
under sections 174.80 to 174.90 are exempt. This exemption includes railroad cars and engines and related

equipment.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after December 31, 2006.

Sec. 15. Minnesota Statutes 2006, section 297A.75, subdivision 1, is amended to read:

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

(1) capital equipment exempt on which thetax isimposed and collected under section 297A.68, subdivision 5;

(2) building materials for an agricultural processing facility exempt under section 297A.71, subdivision 13,
(3) building materials for mineral production facilities exempt under section 297A.71, subdivision 14;

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

(5) building materials used in aresidence for disabled veterans exempt under section 297A.71, subdivision 11;
(6) devators and building materials exempt under section 297A.71, subdivision 12;

(7) building materials for the Long Lake Conservation Center exempt under section 297A.71, subdivision 17,

(8) materias, supplies, fixtures, furnishings, and equipment for a county law enforcement and family service
center under section 297A.71, subdivision 26;

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

(10) materials, supplies, and equipment for municipal eectric utility facilities under section 297A.71,
subdivision 35;

(11) eqguipment and materias used for the generation, transmission, and distribution of eectrical energy and an
aerial camera package exempt under section 297A.68, subdivision 37; and

(12) tangible persona property and taxable services and construction materials, supplies, and equipment exempt
under section 297A.68, subdivision 41.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 16. Minnesota Statutes 2006, section 297A.75, subdivison 3, is amended to read:

Subd. 3. Application. (a) The application must include sufficient information to permit the commissioner to
verify thetax paid. If thetax was paid by a contractor, subcontractor, or builder, under subdivision 1, clause (4), (5),
(6), (7), (8), (9), (10), (11), or (12), the contractor, subcontractor, or builder must furnish to the refund applicant a
statement including the cost of the exempt items and the taxes paid on the items unless otherwise specifically
provided by thissubdivision. The provisions of sections 289A.40 and 289A.50 apply to refunds under this section.
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(b) An applicant may not file more than two applications per calendar year for refunds for taxes paid on capital
equipment exempt on which thetax isimposed and collected under section 297A.68, subdivision 5.

EFFECTIVE DATE. Thissection is effective for sales and purchases made after June 30, 2007.

Sec. 17. Minnesota Statutes 2006, section 469.312, subdivision 5, is amended to read:

Subd. 5. Duration limit. (&) The maximum duration of azoneis 12 years. The applicant may request a shorter
duration. The commissioner may specify a shorter duration, regardless of the requested duration.

(b) The duration limit under this subdivision and the duration of the zone for purposes of allowance of tax
incentives described in section 469.315 is extended by three calendar years for each parcel of property that meets the
following requirements.

(1) the qualified business operates an ethanol plant, as defined in section 41A.09, on the site that includes the
parcel; and

(2) the business subsidy agreement was executed after April 30, 2006.

(c)(1) Notwithstanding the 12-year zone limitation, all qualified businesses that sign a business subsidy
agreement, asrequired under sections 469.310, subdivision 11, and 469.313, before December 31, 2015, are entitled
to claim the tax benefits for which they qualify under section 469.315 for the year in which the business subsidy
agreement is signed and ten additional years.

(2) This paragraph does not apply to:

(i) any acreage designated as a job opportunity building zone for which any person has fully executed a business
subsidy agreement before this paragraph became effective; or

(ii) any trade or business that rel ocates as defined in section 469.310, subdivision 12, and received benefits under
section 463.315 prior to the rel ocation.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 18. Minnesota Statutes 2006, section 477A.013, subdivision 9, is amended to read:

Subd. 9. City aid digtribution. (a) In_each caendar year 2002-and-theresfter, each city shall receive an aid
distribution equal to the sum of (1) 50 percent of the sum of the €ity city's formula aid under subdivision 8, and {2
its city aid base, each as computed under the laws applicable to aid distributed in the prior year but without the limits
in paragraphs (b) through (d), and (2) 50 percent of the sum of the city's formula aid under subdivision 8, and its city
aid base, each as computed under the laws applicable to aid to be distributed in the current year but without the
limitsin paragraphs (b) through (d).

(b) For-aids-payablein-2005-and-thereafter,-the-total The city aid distribution for any city shal not exceed the
sum of (1) ten percent of the city's net levy for the year prior to the aid distribution plus (2) its total aid in the

previous year. For-aidspayablein-2005-and-thereafter;

(c) Theteta city aid digtribution for any city with a population of 2,500 or more may not decrease from its tetat
aid distribution under this section in the previous year by an amount greater than ten percent of its net levy in the
year prior to the aid distribution.
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(d) Thetetal aid distribution for a city with a population less than 2,500 must not be less than the amount it was
certified to receive in the previous year minus five percent of its 2003 certified aid amount.

{d) (e) If acity's net tax capacity used in calculating aid under this section has decreased in any year by more
than 25 percent from its net tax capacity in the previous year due to property becoming tax-exempt Indian land, the
city's maximum allowed aid increase under paragraph (b) shall be increased by an amount equa to (1) the city's tax
rate in the year of the aid calculation, multiplied by (2) the amount of its net tax capacity decrease resulting from the
property becoming tax exempt.

EFFECTIVE DATE. Thissection is effective for aid payable in 2008 and thereafter.

Sec. 19. Minnesota Statutes 2006, section 477A.013, is amended by adding a subdivision to read:

Subd. 11. Use of revenues. Beginning with aids payablein 2008, any city of over 100,000 population receiving
additional aid under this section due to an increase in the appropriation over the amount appropriated for aid paid in
2007 must use the additional aid it receives to increase spending on police services and prosecutors in the city
attorney's office above the level funded by the city in calendar year 2007.

EFFECTIVE DATE. Thissection is effective for aid payable in 2008 and thereafter.

Sec. 20. Minnesota Statutes 2006, section 477A.03, subdivison 23, is amended to read:

EFFECTIVE DATE. Thissection is effective for aid payable in 2008 and thereafter.

ARTICLE 2
FEDERAL UPDATE
Section 1. Minnesota Statutes 2006, section 289A.02, subdivision 7, is amended to read:

Subd. 7. Internal Revenue Code. Unless specifically defined otherwise, "Internal Revenue Code" means the
Internal Revenue Code of 1986, as amended through May-18-2006 December 31, 2006.

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2006, section 290.01, subdivision 19, as amended by Laws 2007, chapter 1, section
1, isamended to read:

Subd. 19. Net income. Theterm "net income" means the federa taxable income, as defined in section 63 of the
Internal Revenue Code of 1986, as amended through the date named in this subdivision, incorporating the federal
effective dates of changes to the Internal Revenue Code and any € ections made by the taxpayer in accordance with
the Internal Revenue Code in determining federal taxable income for federal income tax purposes, and with the
modifications provided in subdivisions 19ato 19f.
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In the case of a regulated 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 not
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 el ects to have treated as provided in section 852(b)(3)(D) of the Internal Revenue
Code.

The net income of a real 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 Internd Revenue Code
means the gross income as defined in section 468B(b) of the Internal Revenue Code.

The Interna Revenue Code of 1986, as amended through May—lS December 31 2006, shall be i in effect for
begr nning after December 31, 1996 :

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

EFFECTIVE DATE. Thissection is effective the day following final enactment.

Sec. 3. Minnesota Statutes 2006, section 290.01, subdivision 31, as amended by Laws 2007, chapter 1, section 3,
isamended to read:

Subd. 31. Internal Revenue Code. Unless specifically defined otherwise, for-taxable-years-beginning-before
Januery—l—ZO%—m&aﬁer—Deeetnber%l—ZO@@ "Internal Revenue Cod means the Interna Revenue Code of 1986,
ecembe 00

asamended through Meay

-----
1 1

EFFECTIVE DATE. This section is effective the day following fina enactment except the changes
incorporated by federal changes are effective at the same time as the changes were effective for federal purposes.

Sec. 4. Minnesota Statutes 2006, section 290A.03, subdivision 15, as amended by Laws 2007, chapter 1, section
4, isamended to read:

Subd. 15. Internal Revenue Code.
31—209@ "Internd Revenue Code

EFFECTIVE DATE. This section is effective for property tax refunds based on property taxes payable on or

after December 31, 2006, and rent paid on or after December 31, 2005.
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Sec. 5. Minnesota Statutes 2006, section 291.005, subdivision 1, is amended to read:

Subdivision 1. Scope. Unless the context otherwise clearly requires, the following terms used in this chapter
shall have the following meanings:

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

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

property.
(4) "Resident decedent" means an individua whaose domicile at the time of death was in Minnesota.
(5) "Nonresident decedent" means an individual whose domicile at thetime 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.

(8) "Internal Revenue Code" means the United States Internal Revenue Code of 1986, as amended through May
18,2006 December 31, 2006.

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

EFFECTIVE DATE. Thissection is effective the day following final enactment."”

Deete thetitle and insert:

"A bill for an act relating to taxation; providing for budget reserves; changing calculation of the school operating
capital levy; changing the residential homestead market value credit; conforming certain tax provisionsto changesin
the Internal Revenue Code; excluding compensation and certain pension income for service in the armed forces;
providing dairy investment and regional investment credits, increasing the maximum homeowners property tax
refunds; changing the income and franchise tax income apportionment formula providing a direct sales tax
exemption for small business and certain other capital equipment purchases; exempting certain transportation
purchases from the sales tax; exempting certain sales of construction materials from the sdes tax; extending the
period of job opportunity building zone benefits in certain cases; changing certain aids to local governments;
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amending Minnesota Statutes 2006, sections 16A.152, subdivisions 1b, 2; 126C.10, subdivision 13a; 273.1384,
subdivision 1; 289A.02, subdivision 7; 290.01, subdivisions 19, as amended, 19b, 31, as amended; 290.06, by
adding subdivisions; 290.091, subdivision 2; 290.191, subdivision 2; 290A.03, subdivision 15, as amended;
290A.04, subdivision 2; 291.005, subdivison 1; 297A.68, subdivision 5; 297A.70, subdivision 2; 297A.71, by
adding subdivisions; 297A.75, subdivisions 1, 3; 469.312, subdivision 5; 477A.013, subdivision 9, by adding a
subdivision; 477A.03, subdivision 2a."

Signed
ERIK PAULSEN

DEAN SIMPSON
KURT ZELLERS

Paulsen moved that the Minority Report on H. F. No. 2362 be substituted for the Mgjority Report and that the
Minority Report be now adopted.

A rall call wasrequested and properly seconded.
The question was taken on the adoption of the Minority Report on H. F. No. 2362 and theroll was called. There

were 51 yeas and 83 nays as follows:

Those who voted in the affirmative were:

Abeler Del aForest Gottwalt Kohls Paulsen Sviggum
Anderson, B. Demmer Gunther Lanning Peppin Tingelstad
Anderson, S. Dettmer Hackbarth Magnus Peterson, N. Urdahl
Beard Eastlund Hamilton Masin Ruth Wardlow
Berns Emmer Hansen McFarlane Seifert Westrom
Brod Erhardt Heidgerken McNamara Severson Zellers
Buesgens Erickson Holberg Nornes Shimanski

Cornish Finstad Hoppe Olson Simpson

Dean Garofalo Howes Ozment Smith

Those who voted in the negative were:

Anzelc Doty Jaros Loeffler Otremba Solberg
Atkins Eken Johnson Madore Paymar Swails
Benson Faust Juhnke Mahoney Pel owski Thao
Bigham Fritz Kahn Mariani Peterson, A. Thissen

Bly Gardner Kadin Marquart Peterson, S. Tillberry
Brown Greiling Knuth Moe Poppe Tschumper
Brynaert Hausman Koenen Morgan Rukavina Wagenius
Bunn Haws Kranz Morrow Ruud Walker
Carlson Hilstrom Laine Mullery Sailer Ward

Clark Hilty Lenczewski Murphy, E. Scalze Welti

Davnie Hornstein Lesch Murphy, M. Sertich Winkler

Dill Hortman Liebling Nelson Simon Wollschlager
Dittrich Hosch Lieder Norton Slawik Spk. Kdliher
Dominguez Huntley Lillie Olin Slocum

The motion did not prevail and the Minority Report on H. F. No. 2362 was not adopted.
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The question recurred on the adoption of the Majority Report from the Committee on Taxes relating to
H. F. No. 2362.

A rall call wasrequested and properly seconded.
The question was taken on the adoption of the Majority Report from the Committee on Taxes relating to

H. F. No. 2362 and theroll was cdled. There were 74 yeas and 60 nays as follows:

Those who voted in the affirmative were:

Anzelc Faust Juhnke Mahoney Pel owski Thissen
Atkins Fritz Kahn Mariani Peterson, A. Tillberry
Bigham Greiling Knuth Marquart Peterson, S. Tschumper
Bly Hansen Koenen Masin Poppe Wagenius
Brynaert Hausman Kranz Moe Rukavina Walker
Carlson Hilstrom Laine Morrow Sailer Ward

Clark Hilty Lenczewski Mullery Scalze Winkler
Davnie Hornstein Lesch Murphy, E. Sertich Wollschlager
Dill Hortman Liebling Murphy, M. Simon Spk. Kelliher
Dittrich Hosch Lieder Nelson Slawik

Dominguez Huntley Lillie Qlin Slocum

Doty Jaros L oeffler Otremba Solberg

Eken Johnson Madore Paymar Thao

Those who voted in the negative were:

Abeler Cornish Gardner Howes Olson Simpson
Anderson, B. Dean Garofalo Kain Ozment Smith
Anderson, S. Del aForest Gottwalt Kohls Paulsen Sviggum
Beard Demmer Gunther Lanning Peppin Swails
Benson Dettmer Hackbarth Magnus Peterson, N. Tingelstad
Berns Eastlund Hamilton McFarlane Ruth Urdahl
Brod Emmer Haws McNamara Ruud Wardlow
Brown Erhardt Heidgerken Morgan Seifert Welti
Buesgens Erickson Holberg Nornes Severson Westrom
Bunn Finstad Hoppe Norton Shimanski Zellers

The Mgjority Report on H. F. No. 2362 was adopted.

Carlson from the Committee on Finance to which was referred:

S. F. No. 1073, A hill for an act relating to state government; ratifying certain labor agreements and
compensation plans.

Reported the same back with the recommendation that the bill pass.

The report was adopted.
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SECOND READING OF HOUSE BILLS
H. F. No. 2245 was read for the second time.
SECOND READING OF SENATE BILLS

S. F. Nos. 124, 875, 1218, 1262, 1271, 1405, 1533, 1556, 1724, 1920, 1966, 1998, 2161 and 1073 were read for
the second time.

INTRODUCTION AND FIRST READING OF HOUSE BILLS
The following House Files were introduced:

Brod introduced:

H. F. No. 2454, A hill for an act relating to traffic safety; expanding and protecting certain data items on the
death certificates of decedents; providing surviving family members greater access to crashed vehicles, amending
Minnesota Statutes 2006, sections 13.10, by adding a subdivision; 169.09, by adding a subdivision.

The bill wasread for thefirst time and referred to the Transportation Finance Division.

Olin introduced:

H. F. No. 2455, A bill for an act relating to capital investment; authorizing spending to acquire and better public
land and buildings and other improvements of a capital nature; authorizing the issuance of state bonds; appropriating
money for a grant to the city of Warroad for public facilities.

The bill was read for the first time and referred to the Committee on Finance.
MESSAGES FROM THE SENATE
The following message was received from the Senate:

Madam Speaker:

| hereby announce the passage by the Senate of the following House File, herewith returned, as amended by the
Senate, in which amendments the concurrence of the House is respectfully requested:

H. F. No. 272, A bill for an act relating to the military and veterans; clarifying that a statute ensuring the
continuation of state licenses and certificates of registration for any trade, employment, occupation, or profession
while soldiers and certain essential employees are engaged in active military service applies to licenses and
certificates of registration requiring firearms and use of force training; amending Minnesota Statutes 2006, section

326.56, subdivision 2.
PATRICE DWORAK, First Assistant Secretary of the Senate
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Haws moved that the House refuse to concur in the Senate amendments to H. F. No. 272, that the Speaker
appoint a Conference Committee of 3 members of the House, and that the House requests that a like committee be
appointed by the Senate to confer on the disagreeing votes of the two houses. The mation prevailed.

CALENDAR FOR THE DAY

Sertich moved that the Calendar for the Day be continued. The motion prevailed.

MOTIONS AND RESOLUTIONS

Sertich moved that the names of Hansen, Ozment and Atkins be added as authors on H. F. No. 464. The motion
prevailed.

Hortman moved that the name of Knuth be added as an author on H. F. No. 1602. The motion prevailed.

ADJOURNMENT

Sertich moved that when the House adjourns today it adjourn until 9:00 am., Thursday, April 26, 2007. The
motion prevailed.

Sertich moved that the House adjourn. The motion prevailed, and the Speaker declared the House stands
adjourned until 9:00 am., Thursday, April 26, 2007.

ALBIN A. MATHIOWETZ, Chief Clerk, House of Representatives
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