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To Pass as Amended and re-referred to the Committee on Ways and Means

A bill for an act
relating to the financing and operation of state and local government; making
policy, technical, administrative, enforcement, collection, refund, and other
changes to income, franchise, property, sales and use, motor vehicle 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 alternative 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 certain changes in federal 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 studies;
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, subdivision 2; 270C.56, subdivision 1; 270C.63, subdivision 9;
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2.1 272.02, subdivision 64, by adding subdivisions; 272.115, subdivision 1; 273.05,
2.2 by adding a subdivision; 273.11, subdivision 1a, by adding a subdivision;

2.3 273.111, subdivision 3, by adding a subdivision; 273.117; 273.121; 273.123,

2.4 subdivisions 2, 3, 7; 273.124, subdivisions 1, 13, 14, 21; 273.125, subdivision
2.5 8; 273.128, subdivision 1, by adding a subdivision; 273.13, subdivisions 22,

2.6 23, 24, 25, 33, by adding a subdivision; 273.1384, subdivision 1; 273.1398,

2.7 subdivision 4; 273.33, subdivision 2; 273.37, subdivision 2; 273.371, subdivision
2.8 1; 274.01, subdivision 1; 274.13, subdivision 1; 275.065, subdivisions 3, 5a, by
2.9 adding subdivisions; 275.067; 276.04, subdivision 2, by adding a subdivision;
2.10 277.01, subdivision 2; 278.05, subdivision 6; 279.01, subdivision 1, by adding
2.11 a subdivision; 279.37, subdivision 1a; 280.39; 287.22; 287.2205; 289A.02,

2.12 subdivision 7; 289A.08, subdivisions 3, 11, 13; 289A.09, subdivision 2; 289A.12,
2.13 subdivisions 4, 14, by adding a subdivision; 289A.18, subdivision 1; 289A.31,
2.14 subdivision 7; 289A.40, subdivisions 2, 4; 289A.56, by adding a subdivision;
2.15 289A.60, subdivisions 8, 12, 25, 27, by adding subdivisions; 290.01, subdivisions
2.16 5, 19, as amended, 19b, 19¢c, 19d, 31, as amended; 290.06, subdivisions 2c, 2d,
2.17 33, by adding a subdivision; 290.067, subdivisions 1, 2b; 290.0671, subdivision
2.18 7; 290.0677, subdivision 1; 290.091, subdivision 3; 290.0921, subdivision

2.19 3; 290.17, subdivisions 2, 4, by adding a subdivision; 290.191, subdivisions

2.20 2, 3,5, 8;290.21, subdivision 4; 290.92, by adding a subdivision; 290A.03,

2.21 subdivisions 7, 13, 15, as amended; 290A.04, subdivisions 2a, 2h, 4, by

222 adding a subdivision; 290B.03, subdivisions 1, 2; 290B.04, subdivisions 3, 4;
2.23 290B.05, subdivision 1; 290B.07; 290C.02, subdivision 3; 290C.04; 290C.05;
2.24 290C.07; 290C.11; 291.005, subdivision 1; 291.03, subdivision 1, by adding
2.25 subdivisions; 291.215, subdivision 1; 295.52, subdivisions 4, 4a; 295.54,

2.26 subdivision 2; 296A.18, subdivision 4; 297A.61, subdivisions 3, 4, 7, 10, 12,
2.27 24, by adding subdivisions; 297A.63, subdivision 1; 297A.665; 297A.668, by
2.28 adding a subdivision; 297A.669, subdivisions 3, 13, 14, by adding subdivisions;
2.29 297A.67, subdivisions 7, 8, 9; 297A.68, subdivisions 11, 16, 35, by adding a
2.30 subdivision; 297A.69, subdivisions 2, 3; 297A.70, subdivisions 3, 7, 8, by

2.31 adding subdivisions; 297A.71, subdivision 23, by adding subdivisions; 297A.72;
232 297A.75, subdivisions 1, 2, 3, by adding a subdivision; 297A.90, subdivision
2.33 2; 297A.99, subdivision 1; 297B.03; 297B.035, subdivision 1; 297E.02, by

2.34 adding a subdivision; 297F.01, subdivision 19, by adding a subdivision; 297F.05,
2.35 subdivisions 3, 4, by adding a subdivision; 297F.06, subdivision 4; 297F.21,

2.36 subdivision 3; 297F.25, by adding a subdivision; 2971.06, subdivisions 1, 2;

2.37 2971.15, by adding a subdivision; 2971.20, subdivision 2; 2971.40, subdivision 5;
2.38 298.22, by adding a subdivision; 298.2214, subdivision 2; 298.28, subdivision
2.39 4, by adding a subdivision; 298.292, subdivision 2; 298.2961, subdivision 4;
2.40 298.75, by adding a subdivision; 424A.10, subdivision 3; 435.193; 469.169,

2.41 by adding a subdivision; 469.1734, subdivision 6; 469.174, subdivisions 10,

2.42 10a, 27; 469.175, subdivisions 1, 3; 469.176, subdivisions 1, 2, 41, 7; 469.1761,
2.43 subdivision 1; 469.1763, subdivision 2; 469.177, subdivision 1; 469.178,

2.44 subdivision 7; 469.1791, subdivision 3; 469.1813, subdivision 1a; 469.310, by
2.45 adding a subdivision; 469.312, by adding subdivisions; 469.314, subdivision
2.46 1; 469.3201; 473F.01, subdivision 2; 473F.08, subdivisions 5, 7a; 477A.011,
2.47 subdivisions 34, 36; 477A.0124, subdivision 5; 477A.013, subdivisions 8§, 9, by
2.48 adding a subdivision; 477A.03; 477A.12, subdivision 1; 477A.14, subdivision 1;
2.49 Laws 1973, chapter 393, section 1, as amended; Laws 1980, chapter 511, section
2.50 1, subdivision 2, as amended; Laws 1994, chapter 587, article 9, section 14,

2.51 subdivisions 1, 2, 3; Laws 1995, chapter 264, article 5, sections 44, subdivision
2.52 4, as amended; 45, subdivision 1, as amended; Laws 2005, First Special Session
2.53 chapter 3, article 5, section 39; Laws 2006, chapter 236, article 1, section 21;
2.54 proposing coding for new law in Minnesota Statutes, chapters 84; 270; 270C;
2.55 273; 274; 290; 290C; 295; 297A; 383D; 383E; 469; proposing coding for new
2.56 law as Minnesota Statutes, chapter 290D; repealing Minnesota Statutes 2006,
2.57 sections 270.073; 270.41, subdivision 4; 270.43; 270.51; 270.52; 270.53; 290.01,
2.58 subdivision 6b; 290.0921, subdivision 7; 290.191, subdivision 4; 290A.04,
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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, subdivision 3a; Laws 1973, chapter 393,
section 2; Laws 1994, chapter 587, article 9, section 8, subdivision 1, as amended.

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

ARTICLE 1
HOMESTEAD CREDIT STATE REFUND
HOMEOWNERS AND RENTERS

Section 1. Minnesota Statutes 2006, section 273.1384, subdivision 1, is amended to
read:

Subdivision 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 all the owners occupy the property, not all the
owners have qualifying relatives occupying the property, or solely 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;

(3) for property taxes payable in 2010, 30 percent; and

(4) for property taxes payable in 2011 or thereafter, no credit is allowed.

Article 1 Section 1. 3
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EFFECTIVE DATE. This section is effective beginning for property taxes payable
in 2008.

Sec. 2. Minnesota Statutes 2006, section 276.04, subdivision 2, is amended to read:

Subd. 2. Contents of tax statements. (a) The treasurer shall provide for the
printing of the tax statements. The commissioner of revenue shall prescribe the form
of the property tax statement and its contents. The statement must contain a tabulated
statement of the dollar amount due to each taxing authority and the amount of the state
tax from the parcel of real property for which a particular tax statement is prepared. The
dollar amounts attributable to the county, the state tax, the voter approved school tax, the
other local school tax, the township or municipality, and the total of the metropolitan
special taxing districts as defined in section 275.065, subdivision 3, paragraph (i), must
be separately stated. The amounts due all other special taxing districts, if any, may be
aggregated 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's levy. 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 is required on the
tax statements for real property.

(c) Real and personal property tax statements must contain the following information

in the order given in this paragraph. The information must contain the current year tax

Article 1 Sec. 2. 4
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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 value after reductions under section 273.11,

subdivisions la and 16;

the-sum-ofthe-atdsenumerated-inetatse4H: any items required by the commissioner of

revenue under section 273.1384, subdivision 1, paragraph (b); and

7 (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. This section is effective for taxes payable in 2008 and

thereafter.

Sec. 3. Minnesota Statutes 2006, section 290A.03, subdivision 13, is amended to read:

Article 1 Sec. 3. 5
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Subd. 13. Property taxes payable. "Property taxes payable" means the property
tax exclusive of special assessments, penalties, and interest payable on a claimant's
homestead after deductions made under sections 273.135, 2931384; 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, must

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 against 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 gross income. 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 gross rent paid
in 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 be final. 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" relate; 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 payable" 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.

Sec. 4. Minnesota Statutes 2006, section 290A.04, subdivision 2a, is amended to read:

Article 1 Sec. 4. 6
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7.1 Subd. 2a. Renters. (a) A claimant whose rent constituting property taxes exceeds
7.2 the percentage of the household income stated below must pay an amount equal to the
7.3 percent of income shown for the appropriate household income level along with the
7.4 percent to be paid by the claimant of the remaining amount of rent constituting property
7.5 taxes. The state refund equals the amount of rent constituting property taxes that remain,
7.6 up to the maximum state refund amount shown below.
7.7 Percent Paid by Maximum State
7.8 Household Income  Percent of Income Claimant Refund
7.9 $6-to—3;589 1.0 percent 5 percent $196
7.10 $0 to 4,579 $1,500
7.11 3:590-to4779 1.0 percent 10 percent $+156
7.12 4,580 to 6,099 $1,500
7.13 4780-t0-5;969 1.1 percent 10 percent $H196
7.14 6,100 to 7,619 $1,500
7.15 5:976+t0-8;369 1.2 percent 10 percent $+196
7.16 7,620 to 10,669 $1,500
7.17 $376t016;759 1.3 percent 15 percent $H196
7.18 10,670 to 13,729 $1,500
7.19 16;766-to11949 1.4 percent 15 percent $H196
7.20 13,730 to 15,239 $1,500
7.21 +H950to13:139 1.4 percent 20 percent $+156
7.22 15,240 to 16,769 $1,500
7.23 13;H46-t015;539 1.5 percent 20 percent $H196
7.24 16,770 to 19,829 $1,500
7.25 1+5:546t016;729 1.6 percent 20 percent $+156
7.26 19,830 to 21,349 $1,500
7.27 16;736-to 17919 1.7 percent 25 percent $H196
7.28 21,350 to 22,859 $1,500
7.29 1+7926-t626;319 1.8 percent 25 percent $+196
7.30 22,860 to 25,929 $1,500
7.31 20;:3260-t021509 1.9 percent 30 percent $+156
7.32 25,930 to 27,439 $1,500
7.33 25516-t022;699 2.0 percent 30 percent $H196
7.34 27,440 to 28,959 $1,500
7.35 22-706-t23;899 2.2 percent 30 percent $+156
7.36 28,960 to 30,499 $1,500
7.37 23;906-t025;689 2.4 percent 30 percent $H196
7.38 30,500 to 32,009 $1,500
7.39 25-090-t26;289 2.6 percent 35 percent $+196
7.40 32,010 to 33,539 $1,500
7.41 26;296-t0 27489 2.7 percent 35 percent $H196
7.42 33,540 to 35,079 $1,500

Article 1 Sec. 4.
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27-490-+t028;679 2.8 percent 35 percent $+196
35,080 to 36,589 $1,500
28;686-t029;869 2.9 percent 40 percent $H196
36,590 to 38,109 $1,500
26;876-to 3679 3.0 percent 40 percent $H196
38,110 to 39,649 $1,500
31+:686-t632269 3.1 percent 40 percent $+196
39,650 to 41,169 $1,500
32:276-t033:459 3.2 percent 40 percent $H196
41,170 to 42,689 $1,500
33:460-t034;649 3.3 percent 45 percent $16806
42,690 to 49,729 $1,370
34:650-t035;849 3.4 percent 45 percent $-966
49,730 to 51,459 $1,220
35;856-t037049 3.5 percent 45 percent $836
51,460 to 53,189 $1,050
37:656-t038;239 3.5 percent 50 percent 5726
53,190 to 54,899 $910

38;240t039:439 3.5 percent 50 percent $660
54,900 to 56,609 $760

38446-t046;629 3.5 percent 50 percent $366
56,610 to 58,319 $450

40;630-to41+819 3.5 percent 50 percent 5126
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

$4+-826 $60,000 or more.

EFFECTIVE DATE. This section is effective beginning for claims filed for rent
paid after December 31, 2006.

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

Article 1 Sec. 5. 8
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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 eligible 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 eligibility 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) 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 is less than zero.

Household Income Refund Percentage Maximum State Refund
0 to $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

37,800 to 45,899 65 percent 2,500

45,900 to 64,699 60 percent 2,500

Article 1 Sec. 6. 9
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10.1 64,700 to 80,899 55 percent 2,300

10.2 80,900 to 94,399 50 percent 2,100

10.3 94,400 to 99,299 45 percent 1,900

10.4 99,300 to 104,099 40 percent 1,700

10.5 104,100 to 115,599 30 percent 1,500

10.6 115,600 to 127,199 30 percent 1,250

10.7 127,200 to 134,099 25 percent 1,000

10.8 134,100 to 138,799 25 percent 750

10.9 138,800 to 144,399 25 percent 500

10.10 144,400 to 150,000 25 percent 250

10.11 (b) No payment is allowed under paragraph (a) if the claimant's household income
10.12  is more than $150,000.

10.13 EFFECTIVE DATE. This section is effective beginning for claims based on
10.14  property taxes payable in 2008.

10.15 Sec. 7. Minnesota Statutes 2006, section 290A.04, subdivision 4, is amended to read:
10.16 Subd. 4. Inflation adjustment. Beginning for property tax refunds payable in

10.17  calendar year 2662 2009, the commissioner shall annually adjust the dollar amounts of
10.18  the income thresholds and the maximum refunds under subdivisions 2-and 2a and 2k for
10.19  inflation. The commissioner shall make the inflation adjustments in accordance with
1020  section 1(f) of the Internal Revenue Code, except that for purposes of this subdivision
1021  the percentage increase shall be determined from the year ending on June 30, 2666 2007,
1022 to the year ending on June 30 of the year preceding that in which the refund is payable.
1023  The commissioner shall use the appropriate percentage increase to annually adjust the
10.24  income thresholds and maximum refunds under subdivisions 2-ane 2a and 2k for inflation
1025 without regard to whether or not the income tax brackets are adjusted for inflation in that
1026  year. The commissioner shall round the thresholds and the maximum amounts, as adjusted
1027  to the nearest $10 amount. If the amount ends in $5, the commissioner shall round it up
1028  to the next $10 amount.

10.29 The commissioner shall annually announce the adjusted refund schedule at the same
10.30  time provided under section 290.06. The determination of the commissioner under this

10.31 subdivision is not a rule under the Administrative Procedure Act.

10.32 EFFECTIVE DATE. This section is effective beginning for claims based on

10.33  property taxes payable in 2009.

10.34 Sec. 8. REPEALER.
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Minnesota Statutes 2006, section 290A.04, subdivision 2, is repealed.

EFFECTIVE DATE. This section is effective for claims based on property taxes

payable in 2008 and later.

ARTICLE 2
AIDS TO LOCAL GOVERNMENTS

Section 1. Minnesota Statutes 2006, section 477A.011, subdivision 34, is amended to
read:

Subd. 34. City revenue need. (a) For a city with a population equal to or greater
than 2,500, "city revenue need" is the 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 a city with a population less than 2,500, "city revenue need" is the sum of (1)

2387 times-thepre=1946-housing pereentage 300; plus (2) 2:675%Htimes-the-commeretat

D1206-times-the-transformed-poputation minus5)-62-772:_0.31 multiplied by the

difference between the city's population and 100. The city revenue need for a city with a

population less than 2,500 may not exceed 500.

(c) For a city 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 transition 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
applies to any city for aids payable in 2009 and thereafter.

(d) The city revenue need cannot be less than zero.

(e) For calendar year 2685 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 2863 2000 implicit price deflator for state

and local government purchases.
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EFFECTIVE DATE. This section is effective for aids payable in 2008.

Sec. 2. Minnesota Statutes 2006, section 477A.011, subdivision 36, is amended to read:

Subd. 36. City aid base. (a) Except as otherwise provided in this subdivision,
"city aid base" is zero.

(b) 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), is also
increased by $40,000 for aids payable in calendar year 1995 only, provided that:

(i) the average total tax capacity rate for taxes payable in 1995 exceeds 200 percent;

(i) the city portion of the tax capacity rate exceeds 100 percent; and

(iii) its city aid base is less than $60 per capita.

(c) The city aid base for a city 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 also 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 is located in a county, outside of the metropolitan area, which contains a
city of the first class;

(iii) the city's net tax capacity used in calculating its 1996 aid under section
477A.013 is less than $400 per capita; and

(iv) at least four percent of the total net tax capacity, for taxes payable in 1996, of
property located in the city is classified as railroad property.

(d) The city aid base for a city is increased 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) The city aid base for a city is increased 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 also increased by $450,000 in calendar 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 payable in 1998 is less than $700 per capita.
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(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 also increased by $150,000 in calendar year 2000 only,
provided that:

(1) the city has a population that is greater than 1,000 and less than 2,500;

(2) its commercial and industrial percentage for aids payable in 1999 is greater
than 45 percent; and

(3) the total market value of all commercial and industrial property in the city
for assessment year 1999 is at least 15 percent less than the total market value of all
commercial and industrial property in the city for assessment year 1998.

(g) 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:

(1) the city had a population in 1997 of 2,500 or more;

(2) the net tax capacity of the city used in calculating its 1999 aid under section
477A.013 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) the city aid base of the city used in calculating aid under section 477A.013
is less 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:

(1) 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.
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(i) The city aid base for a city is increased 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 also increased by $32,000 in calendar year 2001 only, provided that:

(1) the city has a 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) the city aid base of the city used in calculating aid under section 477A.013
is less than $65 per capita; and

(5) the city's formula aid for aids payable in 2000 was greater than zero.

(j) 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:

(1) 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 calculating aids payable in
2000 was less than ten percent;

(3) more than 25 percent of the city's population was 60 years old or older according
to the 1990 census;

(4) the city aid base of the city used in calculating aid under section 477A.013
is less than $15 per capita; and

(5) the city's formula aid for aids payable in 2000 was greater than zero.

(k) The city aid base for a city 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 calendar year 2001 only, and by $50,000 in calendar year 2002
only, provided that:

(1) 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 capita in aid under section 477A.013,
subdivision 9, for aids payable in 2000.

(1) The city aid base for a city with a population of 10,000 or more which is located

outside of the seven-county metropolitan area is increased in 2002 and thereafter, and the
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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
the lesser of:

(1)(@) 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 also increased by $50,000 in calendar year 2002 only, provided that:

(1) the city is located in the seven-county metropolitan area;

(2) its population in 2000 is between 10,000 and 20,000; and

(3) its commercial industrial 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:

(1) 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 area;

(3) its pre-1940 housing percentage is less than 15 percent; and

(4) its city net tax capacity per capita for taxes payable in 2000 is less than $900
per capita.

(o) The city aid base for a city is increased by $200,000 beginning in calendar
year 2003 and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragraph (c), is also increased by $200,000 in calendar year 2003 only,
provided that the city qualified for an increase in homestead and agricultural credit aid
under Laws 1995, chapter 264, article 8, section 18.

(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 is the site of a nuclear
dry cask storage facility.

(q) The city aid base for a city 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
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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 a city is increased by $25;606 $30,000 in 2686 2008 only

and the maximum total aid it may receive under section 477A.013, subdivision 9, is also
increased by $25;666 $30,000 in calendar year 2666 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 boundaries in 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 is increased 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) as of May 1, 2006, at least 25 percent of the tax capacity of the city is proposed
to be placed in trust status as tax-exempt Indian land;

(2) the placement of the land is being challenged administratively or in court; and

(3) due to the challenge, the land proposed to be placed in trust is still on the tax
rolls as of May 1, 2006.

(u) The city aid base for a city is increased by $100,000 in 2007 and thereafter and
the minimum and maximum total amount of aid it may receive under this section is also
increased in calendar year 2007 only, provided that:

(1) the city has a 2004 estimated population greater than 200 but less than 2,000;

(2) its city 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) it is located 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.

(v) The city aid base for a city is increased 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 a population in 2005 of

less than 3,000 and the city's boundaries as of 2007 were formed by the consolidation

of two cities and one township in 2002.

(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 also
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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 least 40 homes.

EFFECTIVE DATE. This section is effective for sales and purchases made after
June 30, 2007.

Sec. 3. Minnesota Statutes 2006, section 477A.0124, subdivision 5, is amended to read:
Subd. 5. County transition aid. (a) For 2005, a county is eligible for transition
aid equal to the amount, if any, by which:
(1) the difference between:
(i) the aid the county received under subdivision 1 in 2004, divided by the total aid
paid to all 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.

(c) In 2007 and thereafter, a county is eligible to receive one-third of the transition

aid it received in 2005.

(d) Nocotnty-shatt-recetve-ard-tunder-thisstbdivistorrafter 2667 _In 2008 only, a

county that in 2003 was directed to construct new court facilities by the tenth judicial

district of the State of Minnesota is eligible to receive $250,000 in transition aid, provided

that construction of the facilities commences before July 1, 2008.

EFFECTIVE DATE. This section is effective for aids payable in 2008 and

thereafter.

Sec. 4. Minnesota Statutes 2006, section 477A.013, subdivision 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 population, and (2) the-sunrof the
city's net tax capacity multiplied by the tax effort rater-the-tacontte-aidstunder-sections
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No city may have a formula aid amount less than zero. The need increase percentage

must be the same for all cities.

The applicable need increase percentage must be calculated by the Department of
Revenue so that the total of the aid under subdivision 9 equals the total amount available
for aid under section 477A.03 after the subtraction under section 477A.014, subdivisions

4 and 5.

EFFECTIVE DATE. This section is effective beginning with aids payable in 2008.

Sec. 5. Minnesota Statutes 2006, section 477A.013, subdivision 9, is amended to read:
Subd. 9. City aid distribution. (a) In calendar year 2602-and-thereafter 2008, each
city shall receive an aid distribution 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 its total

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 formula aid 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) its total aid in the

previous year. For aids payable in 2685 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 2665 2008 and
thereafter, the total aid for any city with a population of 2,500 or more may not deerease
from be less than its total aid under this section in the previous year by-amranrount-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.
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chapter2Harttete-5;or (2 five percent-ofits 2663atdamount: For aids payable in 2008

only, the total aid for a city with a population 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 2605 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 a city'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 equal 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. This section is effective for aids payable in 2008 and

thereafter.

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 shall receive a distribution equal to $3 multiplied by its population.

EFFECTIVE DATE. This section 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 annually appropriated from the general fund to the

commissioner of revenue.

aids payable in 2666-and-thereafter 2008, the total aids paid under section 477A.013,

subdivision 9, is limited to $485;652;660 $545,052,000. For aids payable in 2009 and

thereafter, the total aids paid under section 477A.013, subdivision 9, are the amounts

Article 2 Sec. 7. 19



20.1

20.2

20.3

20.4

20.5

20.6

20.7

20.8

20.9

20.10

20.11

20.12

20.13

20.14

20.15

20.16

20.17

20.18

20.19

20.20

20.21

20.22

20.23

20.24

20.25

20.26

20.27

20.28

20.29

20.30

20.31

20.32

20.33

20.34

HF2362 FIRST ENGROSSMENT REVISOR RC H2362-1

certified to be paid in the previous year, adjusted for inflation as provided under

subdivision 5.

Subd. 2b. Counties. (a) For aids payable in calendar year 2605-and-thereafter

2008, the total aids paid to counties under section 477A.0124, subdivision 3, are limited
to $166;506;600 $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 commissioner of finance for payments made under section 611.27. Fer-catendar

be deducted from the appropriation under this paragraph. The reimbursements 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 shall 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)
4aretmited-to-$165;060;606: For aids payable in 2066-and-thereafter 2008, the total
aid under section 477A.0124, subdivision 4, is limited to $165:332923 $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 shall 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 (¢).

(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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(¢) If the legislature 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

oreater 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

oreater than 5.0 percent.

EFFECTIVE DATE. This section 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. (a) 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 general fund for
transfer to the commissioner of revenue. The commissioner of revenue shall pay the
transferred funds to counties as required by sections 477A.11 to 477A.145. The amounts
are:

(1) for acquired natural resources land, $3, as adjusted for inflation under section

477A.145, multiplied by the total number of acres of acquired natural resources land or,
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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) #5cents $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 a wildlife 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.

(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. This section 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 general revenue fund to be used to provide property tax levy
reduction. The remainder 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
development fund to be created within the county treasury for use in resource
development, forest management, game and fish habitat improvement, and recreational
development and maintenance of county-administered other natural resources land. Any
county receiving less than $5,000 annually for the resource development fund may elect to
deposit that amount in the county general 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
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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 general 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 is not sufficient to fully fund the distribution
provided for in this clause, the amount available shall be distributed to each township and
the county general revenue fund on a pro rata basis; and

(c) Any remaining funds shall be deposited in the county general 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. This section is effective for payments in 2008 and thereafter.

Sec. 10. UTILITY PROPERTY; TAX BASE ADJUSTMENTS FOR
CALCULATION OF SCHOOL DISTRICT AIDS AND 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, including the phase-in provisions of Minnesota Rules,

part 8100.0800, were effective one year earlier.

EFFECTIVE DATE. This section is effective for revenue for fiscal years 2009,
2010, and 2011.

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 provisions of

Minnesota Rules, part 8100.0800, were effective one year earlier.
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EFFECTIVE DATE. This section 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. School district and city tax base adjustments. (a) The commissioner of

revenue must reduce the referendum market value and adjusted net tax capacity used to

calculate school levies 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 the tax 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. This adjustment shall be made for each assessment year that the property

remains on the tax rolls.

EFFECTIVE DATE. This section is effective for aids and levies payable 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 legislature, 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 shall allocate minimal staff time to the
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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. This section 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:

Subd. 2. Allocation. (a) Except as provided in subdivision 3, the county treasurer
shall allocate the payment among the county, towns, and school districts on the same basis
as if the payments were taxes on the land received in the year. Payment of a town's or a
school district's allocation 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.

(¢) If a town 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. This section 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 agricultural 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 changes its use in 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 status

from homestead to nonhomestead or from nonhomestead to homestead is not a change in

classification under this subdivision.
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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. (a) A modular home

is exempt if it:

(1) is owned by a modular home dealer and is located on land owned or leased

by that dealer;

(2) is a single-family model home;

(3) is not available for sale and is used exclusively as a model;

(4) is not permanently connected to any utilities except electricity; and

(5) is situated on a temporary 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 located 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.

(¢) For purposes of this subdivision, a "modular home" 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 as a single family dwelling.

Construction 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 model home currently situated provided

it meets all of the criteria and the county assessor is notified within 90 days of the day

following final enactment.
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Sec. 4. Minnesota Statutes 2006, section 272.02, is amended by adding a subdivision
to read:

Subd. 86. Electric generation facility; personal property. (a) Notwithstanding

subdivision 9, clause (a), attached machinery and other personal 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 gas as a primary fuel;

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

(3) be located within one mile of an existing 16-inch natural gas pipeline and a

69-kilovolt and a 230-kilovolt high-voltage electric transmission line;

(4) be designed to provide peaking, emergency backup, or contingency services;

(5) have received a certificate of need under section 216B.243 demonstrating

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 eligible for this exemption does not include electric

transmission lines and interconnections or gas pipelines and interconnections appurtenant

to the property or the facility.

EFFECTIVE DATE. This section is effective 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 participants

receive N0 compensation.

EFFECTIVE DATE. This section is effective for assessment year 2007 and

thereafter, for taxes payable in 2008 and thereafter.

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 estate is sold for a consideration in excess of $1,000, whether by
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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 is located 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
actual 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 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. 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 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. This section is effective for the first assessment/sales ratio

study prepared following the day following final enactment.

Sec. 7. Minnesota Statutes 2006, section 273.11, subdivision 1a, is amended to read:
Subd. la. Limited market value. In the case of all property classified as
agricultural homestead or nonhomestead, residential homestead or nonhomestead, timber,
or noncommercial seasonal residential recreational, the assessor shall compare the value
with the taxable portion of the value determined in the preceding assessment.

For assessment years 2004;2665;and2606 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.
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For assessment year 286+ 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 2868 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 2668
2010 as provided in this subdivision.

For purposes of the assessment/sales ratio study conducted under section 127A.48,
and the computation of state aids paid under chapters 122A, 123A, 123B, 124D, 125A,
126C, 127A, and 477A, market values and net tax capacities determined under this

subdivision and subdivision 16, shall be used.

EFFECTIVE DATE. This section is effective for assessment year 2007 and

thereafter, for taxes payable in 2008 and thereafter.

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 original year of its

construction. In the case of an owner-occupied duplex or triplex, the improvement is

eligible regardless of which portion of the property was improved.

(¢) If the property lies in 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 eligible for exclusion under this subdivision. Only

improvements to the structure which is the residence of the qualifying homesteader, or

construction 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
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owner of the possibility 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. If the property lies in a jurisdiction 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 a residence that is relocated, the relocation must be from a location

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 relocated 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 a local 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 requires a building permit, and

(2) an application was completed.

(f) The assessor shall note the qualifying 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

(2) 33-1/3 percent in the three subsequent assessment years if the qualifying value is

areater than $20,000 market value.

(2) 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 elapsed since the property would have qualified initially. 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. Improvements made by

an occupant who is the purchaser of the property under a conditional purchase contract
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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 qualifying 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 subsequent improvements to the

remaining structure does not qualify for the exclusion under this subdivision. If a structure

is unintentionally or accidentally destroyed by a natural disaster, the property is eligible

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. If 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. This section 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 also provide

the commissioner with a list of any property owners that requested 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 shall compile a

report identifying all denied applications and requests for applications that were denied,

the reason for the denial, 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
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1, 2008, and February 1, 2009, in compliance with Minnesota Statutes, sections 3.195
and 3.197.

EFFECTIVE DATE. This section 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
nonhomestead property may receive a reduction in the amount of taxes payable on the
property for the year in which the destruction occurs and in the following year if:

(a) 50 percent or more of the homestead dwelling or other structure, as established
by the county assessor, is:

(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 structure is 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 structure is 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 is 12. For purposes of this subdivision, if a
structure is 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 shall 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.
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EFFECTIVE DATE. This section is effective for destruction that occurs in calendar

year 2006 and thereafter.

Sec. 11. Minnesota Statutes 2006, section 273.124, subdivision 1, is amended to read:

Subdivision 1. General rule. (a) Residential real estate that is occupied and used
for the purposes of a homestead by its owner, who must be a Minnesota resident, is
a residential homestead.

Agricultural land, as defined in section 273.13, subdivision 23, that is occupied and
used as a homestead by its owner, who must be a Minnesota resident, is an 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 eligible for homestead classification if the
requirements under this chapter are satisfied.

The assessor shall require proof, as provided in subdivision 13, of the facts upon
which classification as a homestead may be determined. Notwithstanding any other law,
the assessor may at any time require a homestead application to be filed in order to verify
that any property classified as a homestead continues to be eligible 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 a resident for the most
recent taxable year for which the information is available.

When there is a name change or a transfer of homestead property, the assessor may
reclassify the property in the next assessment unless a homestead application is filed to
verify that the property continues to qualify for homestead classification.

(b) For purposes of this section, homestead property shall include property which
is used for purposes of the homestead but is separated from the homestead by a road,
street, lot, waterway, or other similar intervening property. The term "used for purposes
of the homestead" shall include but not be limited to uses for gardens, garages, or other
outbuildings commonly associated with a homestead, but shall not include vacant land
held primarily for future development. In order to receive homestead treatment for
the noncontiguous property, the owner must use the property for the purposes of the
homestead, and must apply to the assessor, both by the deadlines given in subdivision
9. After initial qualification for the homestead treatment, additional applications for

subsequent years are not required.
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(c) Residential real estate that is occupied and used for purposes of a homestead by a
relative of the owner is a homestead but only to the extent of the homestead treatment
that would be provided if the related owner occupied the property. For purposes of this
paragraph and paragraph (g), "relative" means a parent, stepparent, child, stepchild,
grandparent, grandchild, brother, sister, uncle, aunt, nephew, or niece. This 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 constructed. Neither the related occupant nor the owner of
the property may claim a property tax refund under chapter 290A for a homestead occupied
by a relative. 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) Agricultural property that is occupied and used for purposes of a homestead by
a relative of the owner, is a homestead, only to the extent of the homestead treatment
that would be provided if the related owner occupied the property, and only if all of the
following criteria are met:

(1) the relative who is occupying the agricultural property is a son, daughter,
grandson, granddaughter, father, or mother of the owner of the agricultural property or a
son, daughter, grandson, or granddaughter of the spouse of the owner of the agricultural
property;

(2) the owner of the agricultural property must be a Minnesota resident;

(3) the owner of the agricultural property must not receive homestead treatment on
any other agricultural property in Minnesota; and

(4) the owner of the agricultural property is limited to only one agricultural
homestead per family under this paragraph.

Neither the related occupant nor the owner of the property may claim a property
tax refund under chapter 290A for a homestead occupied by a relative qualifying under
this paragraph. For purposes of this paragraph, "agricultural property" means the house,
garage, other farm buildings and structures, and agricultural land.
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