
ONE HUNDRED TWELFTH DAY

St. Paul, Minnesota, Wednesday, May 15, 2002

The Senate met at 8:30 a.m. and was called to order by the President.

CALL OF THE SENATE

Senator Moe, R.D. imposed a call of the Senate. The Sergeant at Arms was instructed to bring
in the absent members.

Prayer was offered by the Chaplain, Rev. Vernon Christopherson.

The roll was called, and the following Senators answered to their names:
Anderson Higgins Larson Ourada Scheevel
Bachmann Hottinger Lesewski Pappas Scheid
Belanger Johnson, Dave Lessard Pariseau Schwab
Berg Johnson, Dean Limmer Pogemiller Solon, Y.P.
Berglin Johnson, Debbie Lourey Price Stevens
Betzold Johnson, Doug Marty Ranum Stumpf
Chaudhary Kelley, S.P. Metzen Reiter Terwilliger
Cohen Kierlin Moe, R.D. Rest Tomassoni
Day Kinkel Moua Ring Vickerman
Dille Kiscaden Murphy Robertson Wiener
Fischbach Kleis Neuville Robling Wiger
Foley Knutson Oliver Sabo
Fowler Krentz Olson Sams
Frederickson Langseth Orfield Samuelson

The President declared a quorum present.

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

EXECUTIVE AND OFFICIAL COMMUNICATIONS

The following communication was received.

May 10, 2002

The Honorable Steve Sviggum
Speaker of the House of Representatives

The Honorable Don Samuelson
President of the Senate

I have the honor to inform you that the following enrolled Act of the 2002 Session of the State
Legislature has been received from the Office of the Governor and is deposited in the Office of the
Secretary of State for preservation, pursuant to the State Constitution, Article IV, Section 23:

 

STATE OF MINNESOTA

Journal of the Senate
EIGHTY-SECOND LEGISLATURE

________________



                        Time and  
S.F. H.F. Session Laws Date Approved Date Filed
No. No.  Chapter No.        2002    2002

 3463               369  8:30 a.m. May 10       May 10
 

Sincerely,
Mary Kiffmeyer
Secretary of State

MESSAGES FROM THE HOUSE

Mr. President:

I have the honor to announce the following change in the membership of the Conference
Committee on House File No. 3270:

Delete the name of Cassell and add the name of Seagren.

Edward A. Burdick, Chief Clerk, House of Representatives

May 14, 2002

REPORTS OF COMMITTEES

Senator Moe, R.D. moved that the Committee Reports at the Desk be now adopted. The motion
prevailed.

Senator Moe, R.D. from the Committee on Rules and Administration, to which was
referred under Joint Rule 2.03, together with the committee report thereon,

S.F. No. 3455: A resolution urging Congress to support the creation of a National Affordable
Housing Trust Fund.

Reports the same back with the recommendation that the report from the Committee on Jobs,
Housing and Community Development, shown in the Journal for May 13, 2002, be adopted and
that S.F. No. 3455 be further amended as follows:

Page 2, line 14, delete "many"

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

Senator Moe, R.D. from the Committee on Rules and Administration, to which was
referred

H.F. No. 2886: A bill for an act relating to elections; providing additional identification
procedures; changing certain registration procedures; amending Minnesota Statutes 2000, sections
201.061, subdivision 3; 201.171.

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

Pages 2 and 3, delete section 2

Renumber the sections in sequence

Amend the title as follows:
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Page 1, delete lines 3 to 5 and insert "identification procedures; amending Minnesota Statutes
2000, section 201.061, subdivision 3."

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

Senator Moe, R.D. from the Committee on Rules and Administration, to which was
referred under Joint Rule 2.03, together with the committee report thereon,

S.F. No. 3469: A resolution memorializing the Governor to convey the concerns of the people
of Minnesota regarding human rights abuses committed by the government of the People’s
Republic of China.

Reports the same back with the recommendation that the report from the Committee on Jobs,
Housing and Community Development, shown in the Journal for May 13, 2002, be adopted; that
committee recommendation being:

"the resolution do pass". Report adopted.

Senator Moe, R.D. from the Committee on Rules and Administration, to which was
referred under Joint Rule 2.03, together with the committee report thereon,

S.F. No. 3468: A resolution memorializing the President, Congress, and the Governor to ensure
that international trade agreements respect the traditional authority of state and local governments
to protect the public interest.

Reports the same back with the recommendation that the report from the Committee on Jobs,
Housing and Community Development, shown in the Journal for May 13, 2002, be adopted and
that S.F. No. 3468 be further amended as follows:

Page 1, line 25, after the comma, insert "Council of State Governments,"

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

Senator Moe, R.D. from the Committee on Rules and Administration, to which was
referred

Senate Resolution No. 252: A Senate resolution recognizing 100 years of Minnesota 4-H.

Reports the same back with the recommendation that the resolution be adopted. Report
adopted.

SECOND READING OF SENATE BILLS

S.F. Nos. 3455, 3469 and 3468 were read the second time.

SECOND READING OF HOUSE BILLS

H.F. No. 2886 was read the second time.

MOTIONS AND RESOLUTIONS

Senator Robling moved that Senate Resolution No. 252 be now adopted. The motion prevailed.

Senate Resolution No. 252: A Senate resolution recognizing 100 years of Minnesota 4-H.

WHEREAS, at the beginning of the twentieth century, there was a growing sentiment for
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practical education in agriculture, manual arts, and homemaking, thus the introduction of boys’
and girls’ club work, as it was first called; and

WHEREAS, in 1902 T.A. Erickson began the first school fair in Minnesota for students where
boys exhibited crops and girls exhibited baking and sewing items, in 1918 the phrase "4-H Club"
is first used, and by 1999 6.4 million youth nationwide are involved in 4-H and nearly 1 out of
every 4 youth in Minnesota are in involved in 4-H; and

WHEREAS, the four leaf clover, the symbol of 4-H, represents members heads, hearts, hands,
and health, but the Minnesota version includes the home, even though the official pledge does not;
and

WHEREAS, 4-H offers youth the education of "learning by doing" for both boys and girls
between the ages of 5 and 19; and

WHEREAS, adult volunteers not only help educate youth, but also increase their knowledge on
a wide variety of topics, and 8,800 4-H volunteers contributed over 800,000 hours of service to
Minnesota youth; NOW, THEREFORE,

BE IT RESOLVED by the Senate of the State of Minnesota that it celebrates 100 years of 4-H
success in Minnesota and the positive developmental influence it has for our youth.

BE IT FURTHER RESOLVED that the Secretary of the Senate is directed to prepare an
enrolled copy of this resolution, to be authenticated by his signature and that of the Chair of the
Senate Rules and Administration Committee, and transmit it to the Center for 4-H Youth
Development.

The motion prevailed. So the resolution was adopted.

Without objection, remaining on the Order of Business of Motions and Resolutions, the Senate
proceeded to the Order of Business of Introduction and First Reading of Senate Bills.

INTRODUCTION AND FIRST READING OF SENATE BILLS

The following bill was read the first time and referred to the committee indicated.

Senator Lourey introduced--

S.F. No. 3478: A bill for an act relating to retirement; permitting certain employees transferred
to the Minnesota state retirement system correctional employees plan to purchase prior service
credit for certain eligible state service.

Referred to the Committee on State and Local Government Operations.

MOTIONS AND RESOLUTIONS - CONTINUED

Senator Berglin moved that the name of Senator Samuelson be added as a co-author to S.F. No.
3099. The motion prevailed.

RECESS

Senator Moe, R.D. moved that the Senate do now recess until 10:30 a.m. The motion prevailed.

The hour of 10:30 a.m. having arrived, the President called the Senate to order.
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CALL OF THE SENATE

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

MOTIONS AND RESOLUTIONS - CONTINUED

S.F. No. 2433 and the Conference Committee Report thereon were reported to the Senate.

CONFERENCE COMMITTEE REPORT ON S.F. NO. 2433

A bill for an act relating to crimes; defining the crimes of sexual conduct in third and fourth
degrees to include persons who sexually penetrate vulnerable adults under certain circumstances
and who are agents of special transportation service providers; prescribing penalties; amending
Minnesota Statutes 2000, sections 609.341, by adding a subdivision; 609.349; Minnesota Statutes
2001 Supplement, sections 609.344, subdivision 1; 609.345, subdivision 1.

April 11, 2002

The Honorable Don Samuelson
President of the Senate

The Honorable Steve Sviggum
Speaker of the House of Representatives

We, the undersigned conferees for S.F. No. 2433, report that we have agreed upon the items in
dispute and recommend as follows:

That the House recede from its amendment and that S.F. No. 2433 be further amended as
follows:

Delete everything after the enacting clause and insert:

"Section 1. Minnesota Statutes 2000, section 609.341, is amended by adding a subdivision to
read:

Subd. 21. [SPECIAL TRANSPORTATION.] "Special transportation service" means motor
vehicle transportation provided on a regular basis by a public or private entity or person that is
intended exclusively or primarily to serve individuals who are vulnerable adults, handicapped, or
disabled. Special transportation service includes, but is not limited to, service provided by buses,
vans, taxis, and volunteers driving private automobiles.

Sec. 2. Minnesota Statutes 2000, section 609.343, subdivision 2, is amended to read:

Subd. 2. [PENALTY.] (a) Except as otherwise provided in section 609.109, a person convicted
under subdivision 1 may be sentenced to imprisonment for not more than 25 years or to a payment
of a fine of not more than $35,000, or both.

(b) Unless a longer mandatory minimum sentence is otherwise required by law or the
sentencing guidelines provide for a longer presumptive executed sentence, the court shall presume
that an executed sentence of 90 months must be imposed on an offender convicted of violating
subdivision 1, clause (c), (d), (e), (f), or (h). Sentencing a person in a manner other than that
described in this paragraph is a departure from the sentencing guidelines.

Sec. 3. Minnesota Statutes 2001 Supplement, section 609.344, subdivision 1, is amended to
read:

Subdivision 1. [CRIME DEFINED.] A person who engages in sexual penetration with another
person is guilty of criminal sexual conduct in the third degree if any of the following
circumstances exists:
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(a) the complainant is under 13 years of age and the actor is no more than 36 months older than
the complainant. Neither mistake as to the complainant’s age nor consent to the act by the
complainant shall be a defense;

(b) the complainant is at least 13 but less than 16 years of age and the actor is more than 24
months older than the complainant. In any such case it shall be an affirmative defense, which must
be proved by a preponderance of the evidence, that the actor believes the complainant to be 16
years of age or older. If the actor in such a case is no more than 48 months but more than 24
months older than the complainant, the actor may be sentenced to imprisonment for not more than
five years. Consent by the complainant is not a defense;

(c) the actor uses force or coercion to accomplish the penetration;

(d) the actor knows or has reason to know that the complainant is mentally impaired, mentally
incapacitated, or physically helpless;

(e) the complainant is at least 16 but less than 18 years of age and the actor is more than 48
months older than the complainant and in a position of authority over the complainant. Neither
mistake as to the complainant’s age nor consent to the act by the complainant is a defense;

(f) the actor has a significant relationship to the complainant and the complainant was at least
16 but under 18 years of age at the time of the sexual penetration. Neither mistake as to the
complainant’s age nor consent to the act by the complainant is a defense;

(g) the actor has a significant relationship to the complainant, the complainant was at least 16
but under 18 years of age at the time of the sexual penetration, and:

(i) the actor or an accomplice used force or coercion to accomplish the penetration;

(ii) the complainant suffered personal injury; or

(iii) the sexual abuse involved multiple acts committed over an extended period of time.

Neither mistake as to the complainant’s age nor consent to the act by the complainant is a
defense;

(h) the actor is a psychotherapist and the complainant is a patient of the psychotherapist and the
sexual penetration occurred:

(i) during the psychotherapy session; or

(ii) outside the psychotherapy session if an ongoing psychotherapist-patient relationship exists.

Consent by the complainant is not a defense;

(i) the actor is a psychotherapist and the complainant is a former patient of the psychotherapist
and the former patient is emotionally dependent upon the psychotherapist;

(j) the actor is a psychotherapist and the complainant is a patient or former patient and the
sexual penetration occurred by means of therapeutic deception. Consent by the complainant is not
a defense;

(k) the actor accomplishes the sexual penetration by means of deception or false representation
that the penetration is for a bona fide medical purpose. Consent by the complainant is not a
defense;

(1) the actor is or purports to be a member of the clergy, the complainant is not married to the
actor, and:

(i) the sexual penetration occurred during the course of a meeting in which the complainant
sought or received religious or spiritual advice, aid, or comfort from the actor in private; or
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(ii) the sexual penetration occurred during a period of time in which the complainant was
meeting on an ongoing basis with the actor to seek or receive religious or spiritual advice, aid, or
comfort in private. Consent by the complainant is not a defense; or

(m) the actor is an employee, independent contractor, or volunteer of a state, county, city, or
privately operated adult or juvenile correctional system, including, but not limited to, jails, prisons,
detention centers, or work release facilities, and the complainant is a resident of a facility or under
supervision of the correctional system. Consent by the complainant is not a defense; or

(n) the actor provides or is an agent of an entity that provides special transportation service, the
complainant used the special transportation service, and the sexual penetration occurred during or
immediately before or after the actor transported the complainant. Consent by the complainant is
not a defense.

Sec. 4. Minnesota Statutes 2001 Supplement, section 609.345, subdivision 1, is amended to
read:

Subdivision 1. [CRIME DEFINED.] A person who engages in sexual contact with another
person is guilty of criminal sexual conduct in the fourth degree if any of the following
circumstances exists:

(a) the complainant is under 13 years of age and the actor is no more than 36 months older than
the complainant. Neither mistake as to the complainant’s age or consent to the act by the
complainant is a defense. In a prosecution under this clause, the state is not required to prove that
the sexual contact was coerced;

(b) the complainant is at least 13 but less than 16 years of age and the actor is more than 48
months older than the complainant or in a position of authority over the complainant. Consent by
the complainant to the act is not a defense. In any such case, it shall be an affirmative defense
which must be proved by a preponderance of the evidence that the actor believes the complainant
to be 16 years of age or older;

(c) the actor uses force or coercion to accomplish the sexual contact;

(d) the actor knows or has reason to know that the complainant is mentally impaired, mentally
incapacitated, or physically helpless;

(e) the complainant is at least 16 but less than 18 years of age and the actor is more than 48
months older than the complainant and in a position of authority over the complainant. Neither
mistake as to the complainant’s age nor consent to the act by the complainant is a defense;

(f) the actor has a significant relationship to the complainant and the complainant was at least
16 but under 18 years of age at the time of the sexual contact. Neither mistake as to the
complainant’s age nor consent to the act by the complainant is a defense;

(g) the actor has a significant relationship to the complainant, the complainant was at least 16
but under 18 years of age at the time of the sexual contact, and:

(i) the actor or an accomplice used force or coercion to accomplish the contact;

(ii) the complainant suffered personal injury; or

(iii) the sexual abuse involved multiple acts committed over an extended period of time.

Neither mistake as to the complainant’s age nor consent to the act by the complainant is a
defense;

(h) the actor is a psychotherapist and the complainant is a patient of the psychotherapist and the
sexual contact occurred:

(i) during the psychotherapy session; or
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(ii) outside the psychotherapy session if an ongoing psychotherapist-patient relationship exists.
Consent by the complainant is not a defense;

(i) the actor is a psychotherapist and the complainant is a former patient of the psychotherapist
and the former patient is emotionally dependent upon the psychotherapist;

(j) the actor is a psychotherapist and the complainant is a patient or former patient and the
sexual contact occurred by means of therapeutic deception. Consent by the complainant is not a
defense;

(k) the actor accomplishes the sexual contact by means of deception or false representation that
the contact is for a bona fide medical purpose. Consent by the complainant is not a defense;

(1) the actor is or purports to be a member of the clergy, the complainant is not married to the
actor, and:

(i) the sexual contact occurred during the course of a meeting in which the complainant sought
or received religious or spiritual advice, aid, or comfort from the actor in private; or

(ii) the sexual contact occurred during a period of time in which the complainant was meeting
on an ongoing basis with the actor to seek or receive religious or spiritual advice, aid, or comfort
in private. Consent by the complainant is not a defense; or

(m) the actor is an employee, independent contractor, or volunteer of a state, county, city, or
privately operated adult or juvenile correctional system, including, but not limited to, jails, prisons,
detention centers, or work release facilities, and the complainant is a resident of a facility or under
supervision of the correctional system. Consent by the complainant is not a defense; or

(n) the actor provides or is an agent of an entity that provides special transportation service, the
complainant used the special transportation service, the complainant is not married to the actor,
and the sexual contact occurred during or immediately before or after the actor transported the
complainant. Consent by the complainant is not a defense.

Sec. 5. Minnesota Statutes 2000, section 609.349, is amended to read:

609.349 [VOLUNTARY RELATIONSHIPS.]

A person does not commit criminal sexual conduct under sections 609.342, clauses (a) and (b),
609.343, clauses (a) and (b), 609.344, clauses (a), (b), (d), and (e), and (n), and 609.345, clauses
(a), (b), (d), and (e), and (n), if the actor and complainant were adults cohabiting in an ongoing
voluntary sexual relationship at the time of the alleged offense, or if the complainant is the actor’s
legal spouse, unless the couple is living apart and one of them has filed for legal separation or
dissolution of the marriage. Nothing in this section shall be construed to prohibit or restrain the
prosecution for any other offense committed by one legal spouse against the other.

Sec. 6. Minnesota Statutes 2000, section 609.35, is amended to read:

609.35 [COSTS OF MEDICAL EXAMINATION.]

No Costs incurred by a county, city, or private hospital or other emergency medical facility or
by a private physician for the examination of a complainant of criminal sexual conduct when the
examination is performed for the purpose of gathering evidence for possible prosecution, shall be
charged directly or indirectly to the complainant paid by the county in which the alleged offense
was committed. The Reasonable costs of the examination shall be paid by the county in which the
alleged offense was committed include, but are not limited to, full cost of the rape kit examination,
associated tests relating to the complainant’s sexually transmitted disease status, and pregnancy
status. Nothing in this section shall be construed to limit the duties, responsibilities, or liabilities of
any insurer, whether public or private.

Sec. 7. [EFFECTIVE DATE.]

Sections 1 and 3 to 5 are effective August 1, 2002, and apply to crimes committed on or after
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that date. Section 2 is effective the day following final enactment and applies to crimes committed
on or after that day. Section 6 is effective the day following final enactment."

Delete the title and insert:

"A bill for an act relating to crimes; defining the crimes of sexual conduct in third and fourth
degrees to include persons who sexually penetrate vulnerable adults under certain circumstances
and who are agents of special transportation service providers; requiring a mandatory sentence for
violation of certain criminal sexual conduct in the second degree offenses; providing for payment
of criminal sexual conduct examinations; prescribing penalties; amending Minnesota Statutes
2000, sections 609.341, by adding a subdivision; 609.343, subdivision 2; 609.349; 609.35;
Minnesota Statutes 2001 Supplement, sections 609.344, subdivision 1; 609.345, subdivision 1."

We request adoption of this report and repassage of the bill.

Senate Conferees: (Signed) Don Betzold, Thomas M. Neuville

House Conferees: (Signed) John Tuma, James T. Clark, Sheldon Johnson

CALL OF THE SENATE

Senator Betzold imposed a call of the Senate for the balance of the proceedings on S.F. No.
2433. The Sergeant at Arms was instructed to bring in the absent members.

Senator Betzold moved that the foregoing recommendations and Conference Committee Report
on S.F. No. 2433 be now adopted, and that the bill be repassed as amended by the Conference
Committee. The motion prevailed. So the recommendations and Conference Committee Report
were adopted.

S.F. No. 2433 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 54 and nays 4, as follows:

Those who voted in the affirmative were:
Bachmann Johnson, Dave Lessard Ourada Samuelson
Belanger Johnson, Dean Limmer Pariseau Scheid
Betzold Johnson, Doug Lourey Price Schwab
Chaudhary Kelley, S.P. Marty Ranum Solon, Y.P.
Day Kierlin Metzen Reiter Stevens
Dille Kleis Moua Rest Stumpf
Fischbach Knutson Murphy Ring Tomassoni
Foley Krentz Neuville Robertson Vickerman
Fowler Langseth Oliver Robling Wiener
Frederickson Larson Olson Sabo Wiger
Hottinger Lesewski Orfield Sams

Those who voted in the negative were:
Anderson Berglin Higgins Pappas

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

S.F. No. 2738 and the Conference Committee Report thereon were reported to the Senate.
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CONFERENCE COMMITTEE REPORT ON S.F. NO. 2738

A bill for an act relating to natural resources; providing for acquisitions of stream easements;
providing for maintenance of leased property; permitting aquatic plant grants; making certain state
park permit exemptions; providing for federal law compliance; modifying certain appropriations;
providing for the Cuyuna Lakes Trail; restricting the taking of fish in certain private fish
hatcheries on aquatic farms; authorizing sale, conveyance, or exchange of certain tax-forfeited and
surplus lands; allowing certain zoning nonconformities in the Lower Saint Croix National Scenic
Riverway; deleting and adding areas to certain state parks; allowing certain snowmobile trail
grants to be used for reimbursement of snowmobile trail grooming equipment; appropriating
money; amending Minnesota Statutes 2000, sections 84.0272; 84.153; 84.975, by adding a
subdivision; 85.015, by adding a subdivision; 85.054, by adding a subdivision; 97A.055, by
adding a subdivision; 97C.025; 282.018, subdivision 1; 394.36, by adding a subdivision; 462.357,
by adding a subdivision; Laws 2001, First Special Session chapter 2, section 5, subdivisions 2, 5,
6, 7, 8, 11; proposing coding for new law in Minnesota Statutes, chapter 97A.

May 10, 2002

The Honorable Don Samuelson
President of the Senate

The Honorable Steve Sviggum
Speaker of the House of Representatives

We, the undersigned conferees for S.F. No. 2738, report that we have agreed upon the items in
dispute and recommend as follows:

That the House recede from its amendments and that S.F. No. 2738 be further amended as
follows:

Delete everything after the enacting clause and insert:

"Section 1. Minnesota Statutes 2000, section 84.153, is amended to read:

84.153 [PROPERTY; LEASING, RENTING.]

(a) The commissioner is hereby authorized at public or private vendue and at such prices and
under such terms and conditions as the commissioner may prescribe, to lease any buildings or
lands not now authorized to be leased, acquired in the name of the state of Minnesota by any of the
several divisions of the department which are not presently needed for the uses and purposes of
any of the divisions of the department. The purposes for which such leases may be executed shall
be in the furtherance of the interests of conservation and such uses shall not result in any
permanent injury to the land. No such lease shall be made for a term to exceed two years and shall
contain a provision for cancellation at any time by the commissioner upon three months written
notice. All money received from these leases shall be credited to the fund from which the property
was acquired, except an amount equal to the cost of maintenance of the leased property shall be
credited to the fund charged with the cost of maintenance. Money credited for leased property
maintenance is appropriated to the commissioner for that purpose.

(b) The commissioner is hereby authorized to rent or lease to employees of the various
divisions of the department such cabins, buildings, or living quarters as are now or may hereafter
be constructed upon state-owned lands under the control of the several divisions of the
department, when this occupancy is found to be necessary or beneficial to the work of the
department. These leases or rental agreements shall be upon a month to month basis and provide
for surrender by the lessee upon demand at any time the lessee’s services with the state may be
terminated, without the necessity of any written notice. All receipts from rents shall be paid in to
the state treasurer and credited to the fund charged with the cost of maintenance of such buildings
and are hereby appropriated for such use.

(c) All instruments and transactions so negotiated shall be approved as to form, validity, and
execution by the attorney general.
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(d) Hunting of wild game is prohibited on any land which has been posted by the lessee to
prohibit hunting. Such prohibition shall apply to all persons including the lessee.

Sec. 2. Minnesota Statutes 2000, section 84.975, is amended by adding a subdivision to read:

Subd. 4. [AQUATIC PLANT GRANTS.] The commissioner may make grants for aquatic plant
restoration projects, research, and propagation.

Sec. 3. Minnesota Statutes 2000, section 85.054, is amended by adding a subdivision to read:

Subd. 9. [LAKE BEMIDJI STATE PARK.] A state park permit is not required and a fee may
not be charged for motor vehicle entry to, use of roads to, or parking at the department of natural
resources regional headquarters portion of Lake Bemidji state park.

Sec. 4. Minnesota Statutes 2000, section 89A.05, subdivision 1, is amended to read:

Subdivision 1. [DEVELOPMENT.] The council shall coordinate the development of
comprehensive timber harvesting and forest management guidelines. The guidelines must address
the water, air, soil, biotic, recreational, and aesthetic resources found in forest ecosystems by
focusing on those impacts commonly associated with applying site-level forestry practices. The
guidelines must reflect a range of practical and sound practices based on the best available
scientific information, and be integrated to minimize conflicting recommendations while being
easy to understand and implement. By June 30, 2003, the council shall review and, if deemed
necessary, update the guidelines and identify potential revisions. If deemed necessary, the council
shall update the guidelines by June 30, 2005. Changes to the guidelines shall be peer reviewed
prior to final adoption by the council. By December 1999, the council must undertake a peer
review of the recommendations in the forest management guidelines adopted in December 1998
for protecting forest riparian areas and seasonal ponds.

Sec. 5. Minnesota Statutes 2001 Supplement, section 89A.06, subdivision 2a, is amended to
read:

Subd. 2a. [REGIONAL FOREST COMMITTEE REPORTING.] The council must report
annually on the activities and progress made by the regional forest committees established under
subdivision 2, including the following:

(1) by December 1, 1999, the regional committee for the council’s northeast landscape will
complete the identification of draft desired future outcomes, key issues, and strategies for the
landscape;

(2) by July 1, 2000, the council will complete assessments for the council’s north central and
southeast landscape regions;

(3) by July 1, 2001, the regional committees for the north central and southeast landscapes will
complete draft desired future outcomes, key issues, and strategies for their respective landscapes;
and

(4) by June 30, 2002, all remaining landscape regions must complete assessments and by June
30, 2003, desired future outcomes and strategies for all remaining regions except the northern, east
central, metropolitan, and prairie regions. By June 30, 2004, the northern region must complete
desired future outcomes and strategies, and by June 30, 2005, the east central region must
complete desired future outcomes and strategies.

Sec. 6. Minnesota Statutes 2000, section 97A.055, is amended by adding a subdivision to read:

Subd. 2a. [FEDERAL AID DISPOSITION.] (a) Federal aid reimbursements under the Federal
Aid in Wildlife Restoration Act, United States Code, title 16, sections 669 to 669i, shall be
deposited in the game and fish fund.

(b) Federal aid reimbursements under the Federal Aid in Fish Restoration Act, United States
Code, title 16, sections 777 to 777k, shall be deposited in the game and fish fund.
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Sec. 7. [97A.057] [FEDERAL LAW COMPLIANCE; RESTRICTION ON LICENSE
REVENUE.]

Subdivision 1. [COMPLIANCE WITH FEDERAL LAW.] The commissioner shall take any
action necessary to comply with the Federal Aid in Wildlife Restoration Act, United States Code,
title 16, sections 669 to 669i, and the Federal Aid in Fish Restoration Act, United States Code, title
16, sections 777 to 777k.

Subd. 2. [RESTRICTION ON LICENSE REVENUE.] Money accruing to the state from fees
charged for hunting and angling licenses shall not be used for any purpose other than game and
fish activities and related activities under the administration of the commissioner.

Sec. 8. Minnesota Statutes 2000, section 97A.075, subdivision 1, is amended to read:

Subdivision 1. [DEER, BEAR, AND LIFETIME LICENSES.] (a) For purposes of this
subdivision, "deer license" means a license issued under section 97A.475, subdivisions 2, clauses
(4), (5), and (9), and 3, clauses (2), (3), and (7), and licenses issued under section 97B.301,
subdivision 4.

(b) At least $2 from each annual deer license and $2 annually from the lifetime fish and wildlife
trust fund, established in section 97A.4742, for each license issued under section 97A.473,
subdivision 4, shall be used for deer habitat improvement or deer management programs.

(c) At least $1 from each annual deer license and each bear license and $1 annually from the
lifetime fish and wildlife trust fund, established in section 97A.4742, for each license issued under
section 97A.473, subdivision 4, shall be used for deer and bear management programs, including a
computerized licensing system. Fifty cents from each deer license is appropriated for emergency
deer feeding and management of chronic wasting disease. Money appropriated for emergency deer
feeding and management of chronic wasting disease is available until expended. When the
unencumbered balance in the appropriation for emergency deer feeding and chronic wasting
disease at the end of a fiscal year exceeds $1,500,000 for the first time, $750,000 is canceled to the
unappropriated balance of the game and fish fund. The commissioner must inform the legislative
chairs of the natural resources finance committees every two years on how the money for chronic
wasting disease has been spent.

Thereafter, when the unencumbered balance in the appropriation for emergency deer feeding
exceeds $1,500,000 at the end of a fiscal year, the unencumbered balance in excess of $1,500,000
is canceled and available for deer and bear management programs and computerized licensing.

[EFFECTIVE DATE.] This section is effective July 1, 2002.

Sec. 9. Minnesota Statutes 2000, section 97A.485, is amended by adding a subdivision to read:

Subd. 13. [ONE-DAY PAPER FISHING LICENSES.] The commissioner must allow one-day
paper fishing licenses to be sold by fishing guides operating charter boats.

Sec. 10. Laws 2001, First Special Session chapter 2, section 5, subdivision 2, is amended to
read:

Subd. 2.  Land and Mineral Resources Management

7,079,000 7,273,000

Summary by Fund

General 6,500,000 6,679,000

Natural Resources 152,000 156,000

Game and Fish 427,000 438,000

$307,000 the first year and $308,000 the second
year are for iron ore cooperative research, of
which $200,000 the first year and $200,000 the
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second year are available only as matched by $1
of nonstate money for each $1 of state money.
The match may be cash or in-kind. Any
unencumbered balance remaining in the first
year does not cancel but is available for the
second year.

$370,000 the first year and $372,000 the second
year are for mineral diversification.

$100,000 the first year and $101,000 the second
year are for minerals cooperative environmental
research, of which $50,000 the first year and
$50,500 the second year are available only as
matched by $1 of nonstate money for each $1 of
state money. The match may be cash or in-kind.
Any unencumbered balance remaining in the
first year does not cancel but is available for the
second year.

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

Sec. 11. Laws 2001, First Special Session chapter 2, section 5, subdivision 5, is amended to
read:

Subd. 5.  Parks and Recreation
Management

40,295,000 41,218,000

Summary by Fund

General 23,452,000 24,023,000

Natural Resources 16,843,000 17,195,000

$638,000 the first year and $640,000 the second
year are from the water recreation account in the
natural resources fund for state park
development projects. If the appropriation in
either year is insufficient, the appropriation for
the other year is available for it.

$4,000,000 the first year and $4,000,000 the
second year are for payment of a grant to the
metropolitan council for metropolitan area
regional parks maintenance and operations. The
portion of this appropriation allocated to the
Minneapolis park and recreation board includes
money for the Bassett’s Creek trail to connect
the Cedar Lake trail and the Luce Line trail.

$247,000 the first year and $253,000 the second
year are for state forest campground operations.

$4,103,000 the first year and $4,453,000 the
second year are from the natural resources fund
for state park and recreation area operations and
acquisition. This appropriation is from the
revenue deposited to the natural resources fund
under Minnesota Statutes, section 297A.94,
paragraph (e), clause (2). Of this amount:
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(1) $1,805,000 the first year and $1,805,000 the
second year are to restore camping and day use
in state parks, make camping available in the
spring and fall, provide maintenance to the
facilities and security for park visitors, and
partially fund winter operations;

(2) $280,000 the first year and $290,000 the
second year are to fund state park emergency
maintenance projects;

(3) $413,000 the first year and $413,000 the
second year are to fund state park resource
management activities;

(4) $185,000 the first year is to fund the purchase
of the campground manager/point-of-sale system
for 28 state parks;

(5) $100,000 the first year and $100,000 the
second year are to make improvements to the
state park Web site and provide additional state
park informational brochures and more state park
maps;

(6) $50,000 the first year and $50,000 the second
year are to replace computers in the field and
regional office locations according to department
standards;

(7) $75,000 the first year is to complete master
plans for both Big Bog and Red River state
recreation areas;

(8) $600,000 $200,000 the second year is for
operating costs, including fisheries management,
of the Red River state recreation area;

(9) $200,000 the first year and $200,000
$100,000 the second year are for operating costs
of the Big Bog state recreation area; and

(10) $995,000 the first year and $995,000 the
second year are is for acquisition of in-holdings
for state parks and recreation areas; and

(11) $1,495,000 the second year is for state park
operations.

The appropriations in clauses (2) to (10) (11) are
one-time appropriations.

$4,130,000 the first year and $5,130,000 the
second year are from the natural resources fund
for a grant to the metropolitan council for
metropolitan area regional parks and trails
maintenance and operations. This appropriation
is from the revenue deposited to the natural
resources fund under Minnesota Statutes, section
297A.94, paragraph (e), clause (3). The
appropriation in the first year is available in the
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second year. Notwithstanding Minnesota
Statutes, section 16A.28, amounts encumbered
under contract on or before June 30, 2003, are
available until June 30, 2004.

$1,000,000 the first year is from the natural
resources fund for a grant to the city of St. Paul
to restore East Como Lake trail and lakeshore in
Como Park. The money is available until
expended. This appropriation is from the revenue
deposited to the natural resources fund under
Minnesota Statutes, section 297A.94, paragraph
(e), clause (3).

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

Sec. 12. Laws 2001, First Special Session chapter 2, section 5, subdivision 6, is amended to
read:

Subd. 6.  Trails and Waterways
Management

19,263,000 19,616,000

Summary by Fund

General 2,053,000 2,083,000

Natural Resources 16,315,000 16,223,000

Game and Fish 895,000 1,310,000

$4,424,000 the first year and $4,424,000 the
second year are from the snowmobile trails and
enforcement account in the natural resources
fund for snowmobile grants-in-aid.

$600,000 each year is dedicated to the
grant-in-aid system from the snowmobile trails
and enforcement account in the natural resources
fund made available by the increase to one
percent in the unrefunded gas tax for
snowmobile activity.

Notwithstanding Minnesota Statutes, section
16A.28, the appropriations encumbered under
contract on or before June 30, 2003, for the
snowmobile, all-terrain vehicle, off-highway
vehicle, and off-road vehicle grants in this
subdivision are available until June 30, 2004.

$259,000 the first year and $261,000 the second
year are from the water recreation account in the
natural resources fund for a safe harbor program
on Lake Superior.

$852,000 the first year and $852,000 the second
year are from the natural resources fund for state
trail operations. This appropriation is from the
revenue deposited to the natural resources fund
under Minnesota Statutes, section 297A.94,
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paragraph (e), clause (2). This is a one-time
appropriation.

$684,000 the first year and $684,000 the second
year are from the natural resources fund for trail
grants to local units of government on land to be
maintained for at least 20 years for the purposes
of the grant. This appropriation is from the
revenue deposited to the natural resources fund
under Minnesota Statutes, section 297A.94,
paragraph (e), clause (4). This is a one-time
appropriation. The appropriation in the first year
is available in the second year. Notwithstanding
Minnesota Statutes, section 16A.28, amounts
encumbered under contract on or before June 30,
2003, are available until June 3, 2004.

The appropriation from the general fund of
$1,400,000 authorized in Laws 1998, chapter
404, section 7, subdivision 26, for Skunk Hollow
trail in Yellow Medicine and Chippewa counties
is reappropriated for the purpose of developing
the Minnesota River trail under Minnesota
Statutes, section 85.015, subdivision 22.

$300,000 the first year and $300,000 the second
year are from the water recreation account in the
natural resources fund for preconstruction,
acquisition, and staffing needs for the
Mississippi Whitewater trail authorized by
Minnesota Statutes, section 85.0156. This is a
one-time appropriation.

$150,000 the first year is from the water
recreation account in the natural resources fund
for necessary improvements and repairs at the
Knife river harbor of refuge and marina. This
appropriation is available until spent.

$100,000 the first year is from the water
recreation account in the natural resources fund
for an inventory of the Red River of the North, to
make recommendations to the legislature on the
cost of improvements necessary for the canoe
and boating route on the river, and for mapping
and signing the lower portion of the river from
Breckenridge to Georgetown.

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

Sec. 13. Laws 2001, First Special Session chapter 2, section 5, subdivision 7, is amended to
read:

Subd. 7.  Fish Management

27,692,000 27,842,000 28,948,000

Summary by Fund

General 646,000 660,000
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Natural Resources 191,000 197,000

Game and Fish 26,855,000 27,005,000 28,091,000

$222,000 the first year and $227,000 the second
year are for resource population surveys in the
1837 treaty area. Of this amount, $84,000 the
first year and $85,000 the second year are from
the game and fish fund.

$303,000 the first year and $311,000 the second
year are for the reinvest in Minnesota programs
of game and fish, critical habitat, and wetlands
established under Minnesota Statutes, section
84.95, subdivision 2.

$666,000 the first year and $671,000 the second
year are from the trout and salmon management
account for only the purposes specified in
Minnesota Statutes, section 97A.075, subdivision
3.

$205,000 the first year and $207,000 the second
year are available for aquatic plant restoration.

$150,000 the first year is appropriated from the
game and fish fund for research work on Lake
Mille Lacs. This is a one-time appropriation
available until June 30, 2003.

$4,735,000 the first year and $5,451,000 the
second year are from the heritage enhancement
account in the game and fish fund for only the
purposes specified in Minnesota Statutes, section
297A.94, paragraph (e), clause (1). This
appropriation is from the revenue deposited to
the game and fish fund under Minnesota
Statutes, section 297A.94, paragraph (e), clause
(1). Of this amount:

(1) $1,980,000 the first year and $1,980,000 the
second year are to carry out projects such as
installing lake aeration systems, removing access
barriers for physically disabled anglers, building
fishing piers, modifying dams, constructing
rough fish barriers, conducting creel surveys,
improving streams, improving spawning areas,
repairing hatcheries and rearing ponds,
stabilizing lake shorelines, and acquiring aquatic
management areas and trout stream easements;
and to provide field offices with some
discretionary money for local habitat
improvements and restorations in partnership
with local stakeholders and other department
units, for lake and stream surveys and
assessments, and for equipment to do field
projects;

(2) $250,000 the first year and $250,000 the
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second year are to provide more fishing
opportunities for children and other anglers on
small lakes and ponds in the Twin Cities
metropolitan area;

(3) $150,000 the first year and $150,000 the
second year are to protect and restore aquatic
vegetation and other aquatic habitat in
cooperation with local stakeholders;

(4) $500,000 the first year and $500,000 the
second year are for asset preservation and
improvement of state fish hatcheries and rearing
ponds;

(5) $500,000 the first year and $500,000 the
second year are for acquisitions of the division of
fisheries’ highest priority acquisitions;

(6) $150,000 the first year and $150,000 the
second year are to maintain funding for three
field positions to do fish management activities
including fish culture and stocking, lake and
stream monitoring, and habitat improvement;

(7) $553,000 the first year and $553,000 the
second year are for accelerated walleye stocking;

(8) $134,000 the first year is for restoration and
aeration of Powderhorn Lake in Minneapolis;

(9) $850,000 the second year is to make grants
loans from the stream protection and
improvement loan program under Minnesota
Statutes, section 103G.705; and

(10) $518,000 the first year and $518,000 the
second year are available for aquatic plant
restoration.

The appropriations in clauses (1), except for
$950,000 each year, (2) to (5), and (8) to (10) are
one-time appropriations.

The division of fisheries shall provide a written
report to the chairs of the house and senate
natural resources policy and finance committees
by January 1, 2003, on how the accelerated
walleye stocking money was spent, including,
but not limited to, lakes that were stocked and
the amount of fry, frylings, or fingerlings
stocked.

Notwithstanding Minnesota Statutes, section
16A.28, the appropriations encumbered under
contract on or before June 30, 2003, for the
aquatic restoration grants in this subdivision are
available until until June 30, 2004.

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

6614 JOURNAL OF THE SENATE [112TH DAY



Sec. 14. Laws 2001, First Special Session chapter 2, section 5, subdivision 8, is amended to
read:

Subd. 8.  Wildlife Management

22,948,000 23,521,000

Summary by Fund

General 1,636,000 1,655,000

Game and Fish 21,312,000 21,866,000

$106,000 the first year and $106,000 the second
year are for resource population surveys in the
1837 treaty area. Of this amount, $26,000 the
first year and $26,000 the second year are from
the game and fish fund.

$552,000 the first year and $565,000 the second
year are for the reinvest in Minnesota programs
of game and fish, critical habitat, and wetlands
established under Minnesota Statutes, section
84.95, subdivision 2.

$1,419,000 the first year and $1,430,000 the
second year are from the wildlife acquisition
surcharge account for only the purposes
specified in Minnesota Statutes, section
97A.071, subdivision 2a.

$1,245,000 the first year and $1,269,000 the
second year are from the deer habitat
improvement account for only the purposes
specified in Minnesota Statutes, section
97A.075, subdivision 1, paragraph (b).

$147,000 the first year and $148,000 the second
year are from the deer and bear management
account for only the purposes specified in
Minnesota Statutes, section 97A.075, subdivision
1, paragraph (c).

$699,000 the first year and $708,000 the second
year are from the waterfowl habitat improvement
account for only the purposes specified in
Minnesota Statutes, section 97A.075, subdivision
2.

$546,000 the first year and $546,000 the second
year are from the pheasant habitat improvement
account for only the purposes specified in
Minnesota Statutes, section 97A.075, subdivision
4. In addition to the purposes specified in
Minnesota Statutes, section 97A.075, subdivision
4, this appropriation may be used for pheasant
restocking efforts.

$308,000 the first year and $313,000 the second
year are from the game and fish fund for
activities relating to reduction and prevention of
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property damage by wildlife. $50,000 each year
is for emergency damage abatement materials.

$8,000 the first year and $8,000 the second year
are from the game and fish fund for the wild
turkey management program. This amount shall
be included in the department’s base to be
transferred to the wild turkey management
account and is appropriated for purposes under
Minnesota Statutes, section 97A.075, subdivision
5.

$86,000 the first year and $87,000 the second
year are from the wild turkey management
account for only the purposes specified in
Minnesota Statutes, section 97A.075, subdivision
5.

$3,060,000 the first year and $3,265,000 the
second year are from the heritage enhancement
account in the game and fish fund for only the
purposes specified in Minnesota Statutes, section
297A.94, paragraph (e), clause (1). This
appropriation is from the revenue deposited to
the game and fish fund under Minnesota
Statutes, section 297A.94, paragraph (e), clause
(1). Of this amount:

(1) $250,000 the first year and $250,000 the
second year are for prescribed burning of
grassland, wetland, and forest habitats;

(2) $250,000 the first year and $225,000 the
second year are for prairie grassland
development including the restoration of native
species of grasses and forbs on public lands and
for the improvement of existing stands through
interseeding and other practices to improve stand
diversity;

(3) $200,000 the first year and $200,000 the
second year are for the development of forest
openings and to enhance mast production,
regenerate stands, improve thermal cover in
order to maintain healthy sustainable forest
wildlife populations, and improve
wildlife-related recreational opportunities in
forest habitats;

(4) $300,000 the first year and $225,000 the
second year are for restoration of drained
wetland basins and improvement of existing
basins through water level maintenance and
water control structures to maintain and improve
habitats for wetland dependent wildlife;

(5) $300,000 the first year and $300,000 the
second year are for the completion of applied
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management research and monitoring projects
for wetlands and forest wildlife populations;

(6) $95,000 the first year and $400,000 the
second year are for the state of Minnesota to
assume management of the wolf, including
monitoring wolf populations, conducting
cooperative wolf depredation management,
conducting telemetry, and other applied research
and includes funding for a cooperative
agreement for depredation management with
United States Department of Agriculture
Wildlife Services. $305,000 the second year is
only available if the federal government finalizes
delisting the wolf from protection under the
Endangered Species Act of 1973;

(7) $125,000 the first year and $125,000 the
second year are for the shearing and burning of
brushland habitats to maintain and improve high
priority brushland ecosystems on public and
private lands across northern Minnesota for
sharp-tailed grouse, moose, deer, and many other
species dependent on these areas;

(8) $1,000,000 the first year and $1,000,000 the
second year are for development and
rehabilitation of wildlife management area lands
and includes boundary surveys and posting, site
cleanup and erosion control, access
development, grant administration, and
appropriate cover establishment for wildlife
habitat. $945,000 the first year and $950,000 the
second year are available for grants to local
outdoor sports clubs for habitat improvement
projects on wildlife management area lands. The
unencumbered balance in the first year does not
cancel but is available for the second year;

(9) $35,000 the first year and $35,000 the second
year are for waterfowl development in Canada as
authorized in Minnesota Statutes, section
97A.127;

(10) $30,000 the first year and $30,000 the
second year are to provide funds to match private
contributions for the purpose of completing the
capture, relocation, and monitoring of prairie
chickens being reintroduced in west central
Minnesota; and

(11) $475,000 the first year and $475,000 the
second year are for statewide technical assistance
to improve wildlife habitats on private lands,
including vegetation establishment, management,
and stewardship planning, and other wildlife
habitat development and management
techniques.
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The appropriations in clauses (1) to (11) are
one-time appropriations.

$13,000 the first year and $13,000 the second
year are to publicize the critical habitat license
plate match program.

Notwithstanding Minnesota Statutes, section
16A.28, the appropriations encumbered under
contract on or before June 30, 2003, for the
wildlife habitat grants in this subdivision are
available until June 30, 2004.

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

Sec. 15. Laws 2001, First Special Session chapter 2, section 5, subdivision 11, is amended to
read:

Subd. 11.  Operations Support

33,292,000 33,674,000

Summary by Fund

General 20,528,000 20,656,000
Natural Resources 4,405,000 4,490,000
Game and Fish 8,359,000 8,528,000

$413,000 the first year and $418,000 the second
year are for technical assistance and grants to
assist local government units and organizations
in the metropolitan area to acquire and develop
natural areas and greenways.

$556,000 the first year and $572,000 the second
year are for the community assistance program
to provide for technical assistance and regional
resource enhancement grants.

$2,538,000 the first year and $2,595,000 the
second year are for the operations of the youth
programs. Of these amounts, $478,000 the first
year and $491,000 the second year are from the
natural resources fund.

Notwithstanding Minnesota Statutes, section
16A.28, the appropriations encumbered under
contract on or before June 30, 2003, for the
metro greenways, Red River, and community
assistance program grants in this subdivision are
available until June 30, 2004.

The commissioner may contract with and make
grants to nonprofit agencies to carry out the
purposes, plans, and programs of the office of
youth programs, Minnesota Conservation Corps.

$304,000 the first year and $304,000 the second
year are from the natural resources fund for
grants to be divided equally between the city of
St. Paul for the Como Zoo and Conservatory and
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the city of Duluth Zoo. This appropriation is
from the revenue deposited to the natural
resources fund under Minnesota Statutes, section
297A.94, paragraph (e), clause (5). This is a
one-time appropriation. The appropriation in the
first year is available in the second year.
Notwithstanding Minnesota Statutes, section
16A.28, amounts encumbered under contract on
or before June 30, 2003, are available until June
3, 2004.

$199,000 the first year is for grants to Cook,
Lake, and St. Louis counties for emergency
communications equipment. This appropriation
is available until spent. Of this amount, $106,000
is for a grant to Cook county for a
communications system upgrade and
development of radio paths along the north shore
of Lake Superior; $47,000 is for a grant to Lake
county to upgrade the existing communications
tower in the Two Harbors area; and $46,000 is
for a grant to St. Louis county to enhance the
emergency alerting system by installing a
dispatching transmitter in the Crane Lake area.

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

Sec. 16. [EXCEPTION TO REDUCTION IN CONTRACT EXPENDITURES,
MORATORIUM ON CONSULTANT CONTRACTS, AND HIRING FREEZE.]

Notwithstanding any law to the contrary, Laws 2002, chapter 220, article 10, sections 36, 37,
and 38 do not apply to money appropriated from the Minnesota environment and natural resources
trust fund or the Minnesota future resources fund.

Sec. 17. [AQUATIC FARMING LICENSE STUDY.]

The commissioner of natural resources must review the leasing of lakes by private aquaculture
licensees and assess:

(1) the number of waters of the state that are licensed aquatic farms or private fish hatcheries
and subject to one individual;

(2) what the proper length of time is for an aquatic farm or private fish hatchery license;

(3) fee structure for private aquaculture licenses;

(4) whether there should be a competitive process for licensing ponds for rearing brood fish;

(5) when landowners around the licensed water should be notified for comment prior to any
private aquaculture license being granted;

(6) in which cases waters licensed for private aquaculture should require lease agreements by
all landowners surrounding the lake before licensing; and

(7) what information landowners should be given before licensing about potential changes in
the ecosystem of the lake.

The commissioner must report on this review to the house and senate chairs of the environment
and natural resources committees by January 15, 2003."
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Delete the title and insert:

"A bill for an act relating to natural resources; providing for maintenance of leased property;
modifying duties of the forest resources council; permitting aquatic plant grants; making certain
state park permit exemptions; providing for federal law compliance; providing financing for
management of chronic wasting disease; exempting certain appropriations from moratoriums and
hiring freeze; requiring a study and report; modifying issuance of fishing licenses; modifying
certain appropriations; appropriating money; amending Minnesota Statutes 2000, sections 84.153;
84.975, by adding a subdivision; 85.054, by adding a subdivision; 89A.05, subdivision 1;
97A.055, by adding a subdivision; 97A.075, subdivision 1; 97A.485, by adding a subdivision;
Minnesota Statutes 2001 Supplement, section 89A.06, subdivision 2a; Laws 2001, First Special
Session chapter 2, section 5, subdivisions 2, 5, 6, 7, 8, 11; proposing coding for new law in
Minnesota Statutes, chapter 97A."

We request adoption of this report and repassage of the bill.

Senate Conferees: (Signed) Leonard R. Price, Jane Krentz, Dennis R. Frederickson

House Conferees: (Signed) Mark William Holsten, Tim Finseth, Thomas Pugh

Senator Price moved that the foregoing recommendations and Conference Committee Report
on S.F. No. 2738 be now adopted, and that the bill be repassed as amended by the Conference
Committee. The motion prevailed. So the recommendations and Conference Committee Report
were adopted.

S.F. No. 2738 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 60 and nays 0, as follows:

Those who voted in the affirmative were:
Anderson Higgins Larson Olson Sams
Bachmann Hottinger Lesewski Orfield Samuelson
Belanger Johnson, Dave Lessard Ourada Scheevel
Berglin Johnson, Dean Limmer Pappas Scheid
Betzold Johnson, Doug Lourey Pariseau Schwab
Chaudhary Kelley, S.P. Marty Price Solon, Y.P.
Day Kierlin Metzen Ranum Stevens
Dille Kiscaden Moe, R.D. Reiter Stumpf
Fischbach Kleis Moua Rest Tomassoni
Foley Knutson Murphy Ring Vickerman
Fowler Krentz Neuville Robertson Wiener
Frederickson Langseth Oliver Robling Wiger

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

S.F. No. 1755 and the Conference Committee Report thereon were reported to the Senate.

CONFERENCE COMMITTEE REPORT ON S.F. NO. 1755

A bill for an act relating to public employees; establishing a committee to gather information
and make recommendations for the design of a school employee health insurance plan;
appropriating money.

May 15, 2002

The Honorable Don Samuelson
President of the Senate

6620 JOURNAL OF THE SENATE [112TH DAY



The Honorable Steve Sviggum
Speaker of the House of Representatives

We, the undersigned conferees for S.F. No. 1755, report that we have agreed upon the items in
dispute and recommend as follows:

That the House recede from its amendments and that S.F. No. 1755 be further amended as
follows:

Delete everything after the enacting clause and insert:

"Section 1. [62A.661] [SCHOOL EMPLOYEE INSURANCE PLAN.]

Subdivision 1. [DEFINITIONS.] For purposes of this section:

(1) "eligible employee" means a person who is insurance eligible and is employed by an
eligible employer or is insurance eligible through an eligible employer on some other basis; and

(2) "eligible employer" means a school district as defined in section 120A.05; a service
cooperative as defined in section 123A.21; an intermediate district as defined in section 136D.01;
a cooperative center for vocational education as defined in section 123A.22; a regional
management information center as defined in section 123A.23; an education unit organized under
section 471.59; a charter school organized under section 124D.10; or an exclusive representative
of employees of an eligible employer or statewide affiliate.

Subd. 2. [STUDY AND DESIGN COMMITTEE.] (a) The school employee insurance plan
study and design committee consists of:

(1) seven members representing exclusive representatives of eligible employees, appointed by
exclusive representatives, as provided in paragraph (b); and

(2) seven members representing eligible employers, appointed by the Minnesota school boards
association.

(b) The seven members of the committee who represent statewide affiliates of exclusive
representatives of eligible employees are appointed as follows: four members appointed by
Education Minnesota and one member each appointed by the Service Employees International
Union, the Minnesota State Employees Association, and American Federation of State, County,
and Municipal Employees.

(c) Appointing authorities must make their appointments no later than 30 days after the
effective date of this section.

(d) Committee members are eligible for compensation and expense reimbursement under
section 15.0575, subdivision 3.

Subd. 3. [COLLECTION OF INFORMATION.] The committee established under subdivision
2 must collect and analyze information from health plans currently providing health coverage to
eligible employers, whether the health plan is insured or self-insured. Health plans providing
coverage to employees of eligible employers on the effective date of this section must provide to
the committee nonidentifiable aggregate data to the extent permitted under applicable state and
federal law. The information must include data relating to employee group demographics and
claims experience. Nothing in this section requires disclosure of proprietary information or data
classified as nonpublic data or confidential data on individuals.

Subd. 4. [DESCRIPTION OF STUDY.] The committee established under subdivision 2 must
study the feasibility and desirability of a school employee health insurance plan for eligible
employees of eligible employers. The study must address the issues of costs, coverage provided,
financial feasibility and solvency, and management. The study must compare:

(1) purchase of fully insured coverage through a pooling arrangement;
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(2) use of a multiple employer welfare arrangement under chapter 62H; and

(3) coverage otherwise available to school districts through existing sources.

The study must consider health insurance pools of various sizes, including a pool that would
include all eligible employers as one option. The study must consider the desirability and effects
of the pool on eligible employers of various sizes, financial resources, and geographic locations
within the state. The study may consider the inclusion of nonpublic schools in the pool, including
any limitations on plan design and effects on regulation and costs resulting from the inclusion of
nonpublic employees.

Subd. 5. [PLAN DESIGN.] Using the information collected and analyzed under subdivisions 3
and 4, the committee shall recommend specifications for a health insurance plan to serve eligible
employees, including the plan’s structure, benefits, approximate premiums, governance,
operations, solvency, and oversight. Any recommended plan must incorporate, as a key
component, consumer education, including wellness programs and measures encouraging the wise
use of health coverage, with the goal of premium reduction and cost containment. The
recommendation must include the projected costs to implement the plan.

Subd. 6. [WORK SCHEDULE.] By June 1, 2003, the committee must complete the collection
and analysis of information under subdivisions 3 and 4 and submit an interim written report to the
legislature. By January 15, 2004, the committee must complete its preparation of a plan design
under subdivision 5 and submit its final written report to the legislature, including a detailed plan
design. If the final report recommends legislation, the report must include a draft of the legislation.
Both reports must be submitted in compliance with sections 3.195, subdivision 1, and 3.197.

Subd. 7. [ASSISTANCE TO THE COMMITTEE.] (a) The committee, or the commissioner of
commerce on its behalf, may contract for actuarial, legal, and other services necessary to carry out
its duties.

(b) The commissioner of commerce, as requested by the committee and in consultation with the
commissioner of employee relations, shall provide staff assistance to the committee, including
facilitating meetings; research and writing; data collection; providing or contracting for actuarial,
legal, and other services; and other staff assistance as appropriate.

(c) Laws 2002, chapter 220, article 10, sections 37 and 38, do not apply to any contracts or
hiring necessary to implement this section.

Subd. 8. [EXPIRATION.] (a) The committee expires upon adjournment sine die of the 2004
regular legislative session.

(b) This section expires July 1, 2004.

Sec. 2. Minnesota Statutes 2000, section 609.761, is amended by adding a subdivision to read:

Subd. 5. [HIGH SCHOOL RAFFLES.] Sections 609.755 and 609.76 do not prohibit a raffle, as
defined in section 349.12, subdivision 33, conducted by a school district or a nonprofit
organization organized primarily to support programs of a school district, if the following
conditions are complied with:

(1) tickets for the raffle may only be sold and the drawing conducted at a high school event
sponsored by a school district;

(2) tickets may only be sold to persons attending the event;

(3) the drawing must be held during or immediately after the conclusion of the event; and

(4) one-half of the gross receipts from the sale of tickets must be awarded as prizes for the
raffle, and the remaining one-half may only be expended to defray the school district’s costs of
sending event participants to high school activities held at other locations.
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Sec. 3. [APPROPRIATION.]

$670,000 is appropriated in fiscal year 2003 from the general fund to the commissioner of
commerce for purposes of section 1. The base for this program is $670,000 for fiscal year 2004
only.

Sec. 4. [EFFECTIVE DATE.]

Sections 1 to 3 are effective the day following final enactment."

Delete the title and insert:

"A bill for an act relating to education; establishing a committee to gather information and
make recommendations for the design of a school employee health insurance plan; authorizing
raffles to support school district programs; appropriating money; amending Minnesota Statutes
2000, section 609.761, by adding a subdivision; proposing coding for new law in Minnesota
Statutes, chapter 62A."

We request adoption of this report and repassage of the bill.

Senate Conferees: (Signed) LeRoy A. Stumpf, Dallas C. Sams, Martha R. Robertson

House Conferees: (Signed) Gregory M. Davids, Bill Haas, Matt Entenza

Senator Stumpf moved that the foregoing recommendations and Conference Committee Report
on S.F. No. 1755 be now adopted, and that the bill be repassed as amended by the Conference
Committee. The motion prevailed. So the recommendations and Conference Committee Report
were adopted.

S.F. No. 1755 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 45 and nays 14, as follows:

Those who voted in the affirmative were:
Anderson Higgins Krentz Murphy Samuelson
Berglin Johnson, Dave Langseth Neuville Scheid
Betzold Johnson, Dean Lessard Pappas Schwab
Chaudhary Johnson, Doug Limmer Ranum Solon, Y.P.
Dille Kelley, S.P. Lourey Rest Stumpf
Fischbach Kierlin Marty Ring Tomassoni
Foley Kinkel Metzen Robertson Vickerman
Fowler Kiscaden Moe, R.D. Sabo Wiener
Frederickson Kleis Moua Sams Wiger

Those who voted in the negative were:
Bachmann Day Lesewski Pariseau Scheevel
Belanger Knutson Olson Reiter Stevens
Berg Larson Ourada Robling

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

Pursuant to Rule 26, Senator Moe, R.D., Chair of the Committee on Rules and Administration,
designated S.F. No. 3191 a Special Order to be heard immediately.
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SPECIAL ORDER

S.F. No. 3191: A bill for an act relating to transportation; abolishing provisions related to joint
county state-aid highway and municipal state-aid street status; deleting requirement for department
of transportation to send copies of certain rules to county auditors; abolishing requirement that
department of transportation maintain a list of highway engineers; abolishing obsolete statute
related to highway jurisdiction studies; repealing authority of commissioner of transportation over
pipeline carriers; conveying certain Wisconsin land to the state of Wisconsin; repealing rules
governing design standards of driveways next to highways; amending Minnesota Statutes 2000,
sections 162.02, subdivisions 1, 2, 4; 162.09, subdivision 1; 163.07, subdivision 2; Minnesota
Statutes 2001 Supplement, section 174.64, subdivision 4; repealing Minnesota Statutes 2000,
sections 162.09, subdivision 5; 174.031; 221.54; Minnesota Statutes 2001 Supplement, section
221.55; Minnesota Rules, parts 8810.4200; 8810.4500; 8810.4600; 8810.4700; 8810.4800;
8810.4900; 8810.5000; 8810.5100; 8810.5500; 8810.9920; 8810.9921.

Senator Murphy moved to amend S.F. No. 3191 as follows:

Pages 4 to 6, delete section 7

Renumber the sections in sequence and correct the internal references

Amend the title accordingly

The motion prevailed. So the amendment was adopted.

Senator Murphy then moved to amend S.F. No. 3191 as follows:

Page 4, after line 35, insert:

"Sec. 7. [LAWS 2002 EFFECTIVE DATE.]

Laws 2002, chapter 220, article 10, section 37, as amended by Laws 2002, chapter 364, section
30, is effective the day following final enactment."

Renumber the sections in sequence and correct the internal references

Amend the title accordingly

The motion prevailed. So the amendment was adopted.

S.F. No. 3191 was read the third time, as amended, and placed on its final passage.

The question was taken on the passage of the bill, as amended.

The roll was called, and there were yeas 63 and nays 0, as follows:

Those who voted in the affirmative were:
Anderson Frederickson Larson Ourada Samuelson
Bachmann Higgins Lesewski Pappas Scheevel
Belanger Hottinger Lessard Pariseau Scheid
Berg Johnson, Dave Limmer Pogemiller Schwab
Berglin Johnson, Dean Lourey Price Solon, Y.P.
Betzold Johnson, Doug Marty Ranum Stevens
Chaudhary Kierlin Metzen Reiter Stumpf
Cohen Kinkel Moe, R.D. Rest Tomassoni
Day Kiscaden Moua Ring Vickerman
Dille Kleis Murphy Robertson Wiener
Fischbach Knutson Neuville Robling Wiger
Foley Krentz Olson Sabo
Fowler Langseth Orfield Sams

So the bill, as amended, was passed and its title was agreed to.
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APPOINTMENTS

Senator Moe, R.D. from the Subcommittee on Committees recommends the following change
in membership to the Conference Committee on:

S.F. No. 2572: Senator Rest replaces Senator Fowler.

Senator Moe, R.D. moved that the foregoing appointment be approved. The motion prevailed.

MOTIONS AND RESOLUTIONS - CONTINUED

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

MESSAGES FROM THE HOUSE

Mr. President:

I have the honor to announce that the House has adopted the recommendation and report of the
Conference Committee on House File No. 3270, and repassed said bill in accordance with the
report of the Committee, so adopted.

House File No. 3270 is herewith transmitted to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted May 15, 2002

CONFERENCE COMMITTEE REPORT ON H.F. NO. 3270

A bill for an act relating to state government; creating office of state treasurer and modifying
related provisions; providing for governor’s cabinet and organizing certain government agencies;
modifying certain fund provisions; requiring the commissioner of finance to prepare a forecast of
state revenues and expenditures in July in each even-numbered year; requiring certain payments;
modifying provisions of constitutional officers’ salaries; reducing certain appropriations;
modifying consulting moratorium and hiring freeze provisions; amending Minnesota Statutes
2000, sections 4.06; 8.05; 10.01; 11A.08, subdivision 1; 16A.103, subdivision 1; 40A.151,
subdivision 1; 40A.152, subdivisions 1, 3; 43A.18, subdivision 4; 168A.40, subdivision 4, as
amended; 204B.11, subdivision 1; 204D.10, subdivision 2; 209.01, subdivision 2; 240A.08;
471.975; Minnesota Statutes 2001 Supplement, section 16E.09, subdivision 1; Laws 2001, First
Special Session chapter 10, article 1, section 2, subdivision 4; Laws 2002, chapter 220, article 10,
sections 2; 3; 7; 10, subdivision 3; 16; 36; 37; 38; proposing coding for new law in Minnesota
Statutes, chapters 7; 15; 43A.

May 15, 2002

The Honorable Steve Sviggum
Speaker of the House of Representatives

The Honorable Don Samuelson
President of the Senate

We, the undersigned conferees for H.F. No. 3270, report that we have agreed upon the items in
dispute and recommend as follows:

That the Senate recede from its amendments and that H.F. No. 3270 be further amended as
follows:
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Delete everything after the enacting clause and insert:

"ARTICLE 1

EDUCATION AID PAYMENT DELAY

Section 1. Minnesota Statutes 2001 Supplement, section 124D.11, subdivision 9, is amended to
read:

Subd. 9. [PAYMENT OF AIDS TO CHARTER SCHOOLS.] (a) Notwithstanding section
127A.45, subdivision 3, aid payments for the current fiscal year to a charter school not in its first
year of operation shall be of an equal amount on each of the 23 payment dates. A charter school in
its first year of operation shall receive, on its first payment date, ten percent of its cumulative
amount guaranteed for the year and 22 payments of an equal amount thereafter the sum of which
shall be 90 percent of the cumulative amount guaranteed.

(b) Notwithstanding paragraph (a), for a charter school ceasing operation prior to the end of a
school year, 90 83 percent of the amount due for the school year may be paid to the school after
audit of prior fiscal year and current fiscal year pupil counts.

(c) Notwithstanding section 127A.45, subdivision 3, and paragraph (a), 90 83 percent of the
start-up cost aid under subdivision 8 shall be paid within 45 days after the first day of student
attendance for that school year.

(d) In order to receive state aid payments under this subdivision, a charter school in its first
three years of operation must submit a quarterly report to the department of children, families, and
learning. The report must list each student by grade, show the student’s start and end dates, if any,
with the charter school, and for any student participating in a learning year program, the report
must list the hours and times of learning year activities. The report must be submitted not more
than two weeks after the end of the calendar quarter to the department. The department must
develop a Web-based reporting form for charter schools to use when submitting enrollment
reports. A charter school in its fourth and subsequent year of operation must submit enrollment
information to the department in the form and manner requested by the department.

Sec. 2. Minnesota Statutes 2000, section 127A.45, subdivision 2, is amended to read:

Subd. 2. [DEFINITIONS.] (a) The term "other district receipts" means payments by county
treasurers pursuant to section 276.10, apportionments from the school endowment fund pursuant
to section 127A.33, apportionments by the county auditor pursuant to section 127A.34,
subdivision 2, and payments to school districts by the commissioner of revenue pursuant to
chapter 298.

(b) The term "cumulative amount guaranteed" means the product of

(1) the cumulative disbursement percentage shown in subdivision 3; times

(2) the sum of

(i) 90 83 percent of the estimated aid and credit entitlements paid according to subdivision 13;
plus

(ii) 100 percent of the entitlements paid according to subdivisions 11 and 12; plus

(iii) the other district receipts; plus

(iv) the final adjustment payment according to subdivision 9.

(c) The term "payment date" means the date on which state payments to districts are made by
the electronic funds transfer method. If a payment date falls on a Saturday, a Sunday, or a
weekday which is a legal holiday, the payment shall be made on the immediately preceding
business day. The commissioner may make payments on dates other than those listed in
subdivision 3, but only for portions of payments from any preceding payment dates which could
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not be processed by the electronic funds transfer method due to documented extenuating
circumstances.

Sec. 3. Minnesota Statutes 2000, section 127A.45, subdivision 3, is amended to read:

Subd. 3. [PAYMENT DATES AND PERCENTAGES.] (a) For fiscal year 2003, the
commissioner shall pay to a district on the dates indicated an amount computed as follows: the
cumulative amount guaranteed minus the sum of (a) the district’s other district receipts through the
current payment, and (b) the aid and credit payments through the immediately preceding payment.
For purposes of this computation, the payment dates and the cumulative disbursement percentages
are as follows:

Payment date Percentage
Payment 1 July 15: 4.6 5.1
Payment 2 July 30: 6.9 7.7
Payment 3 August 15: the greater of (a) the final

adjustment for the prior fiscal year for
the state paid property tax credits
established in section 273.1392, or
(b) the amount needed to provide 15.2percent 16.9

Payment 4 August 30: 17.4 19.3
Payment 5 September 15: 19.6 21.8
Payment 6 September 30: 21.8 24.3
Payment 7 October 15: the greater of (a) one-half of

the final adjustment for the prior fiscal year
for all aid entitlements except state paid
property tax credits, or (b) the amount needed to
provide 24 percent 26.3

Payment 8 October 30: the greater of (a) one-half of the
final adjustment for the prior fiscal year for all
aid entitlements except state paid property
tax credits, or (b) the amount needed
to provide 27.3 percent 28.3

Payment 9 November 15: 33.3 32.8
Payment 10 November 30: 39.3 39.1
Payment 11 December 15: 42.3 42.4
Payment 12 December 30: 45.3 45.6
Payment 13 January 15: 49.5 50.5
Payment 14 January 30: 53.8 55.0
Payment 15 February 15: 58.3 60.2
Payment 16 February 28: 62.8 65.0
Payment 17 March 15: 67.6 69.7
Payment 18 March 30: 72.3 74.3
Payment 19 April 15: 75.3 78.3
Payment 20 April 30: 81.3 84.2
Payment 21 May 15: 84.3 88.7
Payment 22 May 30: 92.3 93.3
Payment 23 June 20: 100.0

(b) In addition to the amounts paid under paragraph (a), for fiscal year 2003, the commissioner
shall pay to a district on the dates indicated an amount computed as follows:

Payment 3 August 15:  the final adjustment for the
prior fiscal year for the state paid
property tax credits established in
section 273.1392

Payment 7 October 15:  one-half of the final adjustment
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for the prior fiscal year for all aid
entitlements except state paid property
tax credits

Payment 8 October 30:  one-half of the final adjustment
for the prior fiscal year for all aid
entitlements except state paid property
tax credits

(c) For fiscal year 2004 and later, the commissioner shall pay to a district on the dates indicated
an amount computed as follows: the cumulative amount guaranteed minus the sum of (a) the
district’s other district receipts through the current payment, and (b) the aid and credit payments
through the immediately preceding payment. For purposes of this computation, the payment dates
and the cumulative disbursement percentages are as follows:

Payment date Percentage
Payment 1 July 15: 5.1
Payment 2 July 30: 7.7
Payment 3 August 15: 16.9
Payment 4 August 30: 19.3
Payment 5 September 15: 21.8
Payment 6 September 30: 24.3
Payment 7 October 15: 26.3
Payment 8 October 30: 28.3
Payment 9 November 15: 30.3
Payment 10 November 30: 35.0
Payment 11 December 15: 40.0
Payment 12 December 30: 43.0
Payment 13 January 15: 48.0
Payment 14 January 30: 52.0
Payment 15 February 15: 56.0
Payment 16 February 28: 61.0
Payment 17 March 15: 66.0

Payment 18 March 30: 72.0
Payment 19 April 15: 76.0
Payment 20 April 30: 83.0
Payment 21 May 15: 88.0
Payment 22 May 30: 95.0
Payment 23 June 20: 100.0

(d) In addition to the amounts paid under paragraph (c), for fiscal year 2004 and later, the
commissioner shall pay to a district on the dates indicated an amount computed as follows:

Payment 3 August 15:  the final adjustment for the
prior fiscal year for the state paid
property tax credits established in
section 273.1392

Payment 4 August 30:  one-third of the final adjustment
for the prior fiscal year for all aid
entitlements except state paid property
tax credits

Payment 6 September 30:  one-third of the final adjustment
for the prior fiscal year for all aid
entitlements except state paid property
tax credits

6628 JOURNAL OF THE SENATE [112TH DAY



Payment 8 October 30:  one-third of the final adjustment
for the prior fiscal year for all aid
entitlements except state paid property
tax credits

Sec. 4. Minnesota Statutes 2000, section 127A.45, is amended by adding a subdivision to read:

Subd. 7a. [ADVANCE FINAL PAYMENT.] (a) Notwithstanding subdivisions 3 and 7, a
school district or a charter school exceeding its expenditure limitations under section 123B.83 as
of June 30 of the prior fiscal year may receive a portion of its final payment for the current fiscal
year on June 20, if requested by the district. The amount paid under this subdivision must not
exceed the lesser of:

(1) seven percent of the district or charter school’s general education aid for the current fiscal
year; or

(2) the amount by which the district or charter school’s net negative unreserved general fund
balance as of June 30 of the prior fiscal year exceeds 2.5 percent of the district or charter school’s
expenditures for that fiscal year.

(b) The state total advance final payment under this subdivision for any year must not exceed
$17,500,000. If the amount requested exceeds $17,500,000, the advance final payment for each
eligible district must be reduced proportionately.

Sec. 5. Minnesota Statutes 2000, section 127A.45, subdivision 10, is amended to read:

Subd. 10. [PAYMENTS TO SCHOOL NONOPERATING FUNDS.] Each fiscal year state
general fund payments for a district nonoperating fund must be made at 90 83 percent of the
estimated entitlement during the fiscal year of the entitlement. This amount shall be paid in 12
equal monthly installments. The amount of the actual entitlement, after adjustment for actual data,
minus the payments made during the fiscal year of the entitlement must be paid prior to October
31 of the following school year. The commissioner may make advance payments of debt service
equalization aid or homestead and agricultural credit aid for a district’s debt service fund earlier
than would occur under the preceding schedule if the district submits evidence showing a serious
cash flow problem in the fund. The commissioner may make earlier payments during the year and,
if necessary, increase the percent of the entitlement paid to reduce the cash flow problem.

Sec. 6. Minnesota Statutes 2000, section 127A.45, subdivision 13, is amended to read:

Subd. 13. [AID PAYMENT PERCENTAGE.] Except as provided in subdivisions 11, 12, 12a,
and 14, each fiscal year, all education aids and credits in this chapter and chapters 120A, 120B,
121A, 122A, 123A, 123B, 124D, 125A, 125B, 126C, 134, and section 273.1392, shall be paid at
90 83 percent of the estimated entitlement during the fiscal year of the entitlement. For the
purposes of this subdivision, a district’s estimated entitlement for special education excess cost aid
under section 125A.79 equals 70 percent of the district’s entitlement for the second prior fiscal
year. The final adjustment payment, according to subdivision 9, must be the amount of the actual
entitlement, after adjustment for actual data, minus the payments made during the fiscal year of
the entitlement.

Sec. 7. Minnesota Statutes 2000, section 127A.45, subdivision 14, is amended to read:

Subd. 14. [NONPUBLIC AIDS.] The state shall pay aid according to sections 123B.40 to
123B.48 for pupils attending nonpublic schools as follows:

(1) an advance payment by November 30 equal to 90 83 percent of the estimated entitlement
for the current fiscal year; and

(2) a final payment by October 31 of the following fiscal year, adjusted for actual data.

If a payment advance to meet cash flow needs is requested by a district and approved by the
commissioner, the state shall pay nonpublic pupil transportation aid according to section 123B.92
by October 31.
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Sec. 8. Minnesota Statutes 2001 Supplement, section 127A.45, subdivision 14a, is amended to
read:

Subd. 14a. [STATE NUTRITION PROGRAMS.] Notwithstanding subdivision 3, the state
shall pay 100 percent of the aid for the current year according to sections 124D.111, 124D.115,
and 124D.118 and 90 83 percent of the aid for the current year according to section 124D.1156
based on submitted monthly vouchers showing meals and milk served. The remaining ten 17
percent according to section 124D.1156 shall be paid by October 30 of the following fiscal year.

Sec. 9. Minnesota Statutes 2000, section 127A.45, subdivision 16, is amended to read:

Subd. 16. [PAYMENTS TO THIRD PARTIES.] Notwithstanding subdivision 3, 90 83 percent
of the amounts under section 123A.26, subdivision 3, shall be paid in equal installments on August
30, December 30, and March 30, with a ten 17 percent final adjustment payment on October 30 of
the next fiscal year.

Sec. 10. [APPROPRIATION, ADVANCE FINAL PAYMENT.]

$17,500,000 is appropriated from the general fund to the commissioner of children, families,
and learning to make advance final payments to school districts and charter schools under section
4.

ARTICLE 2

EARLY CHILDHOOD AND FAMILY EDUCATION

Section 1. Laws 2001, First Special Session chapter 3, article 1, section 17, subdivision 2, is
amended to read:

Subd. 2. [SCHOOL READINESS PROGRAM REVENUE.] For revenue for school readiness
programs according to Minnesota Statutes, sections 124D.15 and 124D.16:

$10,395,000 ..... 2002

$10,395,000 $9,667,000 ..... 2003

The 2002 appropriation includes $1,039,000 for 2001 and $9,356,000 for 2002.

The 2003 appropriation includes $1,039,000 for 2002 and $9,356,000 $8,628,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 2. Laws 2001, First Special Session chapter 3, article 1, section 17, subdivision 3, as
amended by Laws 2002, chapter 220, article 2, section 2, is amended to read:

Subd. 3. [EARLY CHILDHOOD FAMILY EDUCATION AID.] For early childhood family
education aid according to Minnesota Statutes, section 124D.135:

$20,725,000 $20,746,000 ..... 2002

$20,624,000 $19,184,000 ..... 2003

The 2002 appropriation includes $2,036,000 for 2001 and $18,689,000 $18,710,000 for 2002.

The 2003 appropriation includes $2,076,000 $2,079,000 for 2002 and $18,548,000 $17,105,000
for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 3. Laws 2001, First Special Session chapter 3, article 1, section 17, subdivision 4, is
amended to read:

Subd. 4. [HEALTH AND DEVELOPMENTAL SCREENING AID.] For health and
developmental screening aid according to Minnesota Statutes, sections 121A.17 and 121A.19:
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$2,661,000 ..... 2002

$2,661,000 $2,475,000 ..... 2003

The 2002 appropriation includes $266,000 for 2001 and $2,395,000 for 2002.

The 2003 appropriation includes $266,000 for 2002 and $2,395,000 $2,209,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 4. Laws 2001, First Special Session chapter 3, article 1, section 17, subdivision 7, as
amended by Laws 2002, chapter 220, article 2, section 3, is amended to read:

Subd. 7. [SCHOOL AGE CARE AID.] For school age care aid according to Minnesota
Statutes, section 124D.22:

$221,000 ..... 2002

$100,000 $94,000 ..... 2003

The 2002 appropriation includes $30,000 for 2001 and $191,000 for 2002.

The 2003 appropriation includes $21,000 for 2002 and $79,000 $73,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 5. Laws 2001, First Special Session chapter 3, article 1, section 17, subdivision 9, as
amended by Laws 2002, chapter 220, article 2, section 5, is amended to read:

Subd. 9. [MFIP CHILD CARE.] For child care assistance according to Minnesota Statutes,
section 119B.05:

$69,201,000 $59,956,000 ..... 2002

$77,122,000 $68,182,000 ..... 2003

Any balance in the first year does not cancel but is available in the second year.

Sec. 6. Laws 2001, First Special Session chapter 3, article 1, section 19, subdivision 3, as
amended by Laws 2002, chapter 220, article 2, section 8, is amended to read:

Subd. 3. [TRANSITION YEAR FAMILIES.] To provide uninterrupted assistance under
Minnesota Statutes, section 119B.03, for families completing transition year child care assistance:

$1,404,000 $1,695,000 ..... 2002

$1,357,000 $1,014,000 ..... 2003

Any unspent balance from the appropriations for 2002 and 2003 is returned to the TANF
reserve. TANF dollars appropriated for this purpose in 2001 which are not encumbered by January
1, 2002, are returned to the TANF reserve.

Sec. 7. Laws 2001, First Special Session chapter 3, article 1, section 19, subdivision 5, as
amended by Laws 2002, chapter 220, article 2, section 9, is amended to read:

Subd. 5. [MFIP SOCIAL SERVICES CHILD CARE.] For social services child care costs of
eligible MFIP participants under Minnesota Statutes, section 119B.05, subdivision 1, clause (5):

$973,000 $775,000 ..... 2002

$997,000 $801,000 ..... 2003

Any unspent balance from the appropriations for 2002 and 2003 is returned to the TANF
reserve. TANF dollars appropriated for this purpose in 2001 which are not encumbered by January
1, 2002, are returned to the TANF reserve.
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Sec. 8. Laws 2001, First Special Session chapter 3, article 2, section 15, subdivision 3, as
amended by Laws 2002, chapter 220, article 2, section 10, is amended to read:

Subd. 3. [COMMUNITY EDUCATION AID.] For community education aid according to
Minnesota Statutes, section 124D.20:

$14,190,000 $14,194,000 ..... 2002

$8,186,000 $7,664,000 ..... 2003

The 2002 appropriation includes $1,528,000 for 2001 and $12,662,000 $12,666,000 for 2002.

The 2003 appropriation includes $1,406,000 $1,407,000 for 2002 and $6,780,000 $6,257,000
for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 9. Laws 2001, First Special Session chapter 3, article 2, section 15, subdivision 4, is
amended to read:

Subd. 4. [ADULTS WITH DISABILITIES PROGRAM AID.] For adults with disabilities
programs according to Minnesota Statutes, section 124D.56:

$639,000 ..... 2002

$710,000 $661,000 ..... 2003

The 2002 appropriation includes $0 for 2001 and $639,000 for 2002.

The 2003 appropriation includes $71,000 for 2002 and $639,000 $590,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 10. Laws 2001, First Special Session chapter 3, article 2, section 15, subdivision 6, is
amended to read:

Subd. 6. [VIOLENCE PREVENTION EDUCATION GRANTS.] For violence prevention
education grants according to Minnesota Statutes, section 120B.23:

$1,305,000 ..... 2002

$1,450,000 $1,349,000 ..... 2003

The 2002 appropriation includes $0 for 2001 and $1,305,000 for 2002.

The 2003 appropriation includes $145,000 for 2002 and $1,305,000 $1,204,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 11. Laws 2001, First Special Session chapter 3, article 3, section 9, subdivision 5, is
amended to read:

Subd. 5. [ADULT BASIC EDUCATION AID.] For adult basic education aid according to
Minnesota Statutes, section 124D.531:

$32,150,000 ..... 2002

$34,731,000 $32,282,000 ..... 2003

The 2002 appropriation includes $3,019,000 for 2001 and $29,131,000 for 2002.

The 2003 appropriation includes $3,237,000 for 2002 and $31,494,000 $29,045,000 for 2003.

Sec. 12. Laws 2001, First Special Session chapter 3, article 3, section 9, subdivision 7, is
amended to read:
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Subd. 7. [ADULT GRADUATION AID.] For adult graduation aid according to Minnesota
Statutes, section 124D.54:

$3,195,000 $2,462,000 ..... 2002

$3,356,000 $2,327,000 ..... 2003

The 2002 appropriation includes $305,000 for 2001 and $2,890,000 $2,157,000 for 2002.

The 2003 appropriation includes $321,000 $240,000 for 2002 and $3,035,000 $2,087,000 for
2003.

Sec. 13. Laws 2001, First Special Session chapter 3, article 4, section 5, subdivision 2, as
amended by Laws 2002, chapter 220, article 2, section 12, is amended to read:

Subd. 2. [BASIC SUPPORT GRANTS.] For basic support grants according to Minnesota
Statutes, sections 134.32 to 134.35:

$8,570,000 ..... 2002

$8,570,000 $7,971,000 ..... 2003

The 2002 appropriation includes $857,000 for 2001 and $7,713,000 for 2002.

The 2003 appropriation includes $857,000 for 2002 and $7,713,000 $7,114,000 for 2003.

Base level funding for fiscal year 2004 is $9,823,000 $9,754,000 and $9,822,000 $9,962,000
for fiscal year 2005.

Sec. 14. Laws 2001, First Special Session chapter 3, article 4, section 5, subdivision 3, is
amended to read:

Subd. 3. [MULTICOUNTY, MULTITYPE LIBRARY SYSTEMS.] For grants according to
Minnesota Statutes, sections 134.353 and 134.354, to multicounty, multitype library systems:

$903,000 ..... 2002

$903,000 $840,000 ..... 2003

The 2002 appropriation includes $90,000 for 2001 and $813,000 for 2002.

The 2003 appropriation includes $90,000 for 2002 and $813,000 $750,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 15. Laws 2002, chapter 220, article 2, section 14, subdivision 1, is amended to read:

Subdivision 1. [DEPARTMENT OF CHILDREN, FAMILIES, AND LEARNING.] The sum
indicated in this section is appropriated to the commissioner of children, families, and learning
transferred from the federal Temporary Assistance for Needy Families block grant to the child
care and development fund and appropriated to the department of children, families, and learning
for the fiscal year designated. This amount is available for expenditure until June 30, 2003.

Sec. 16. [EFFECTIVE DATE.]

This article is effective the day following final enactment.

ARTICLE 3

K-12 EDUCATION APPROPRIATION ADJUSTMENTS

Section 1. Minnesota Statutes 2001 Supplement, section 123B.54, as amended by Laws 2002,
chapter 220, article 4, section 1, is amended to read:

123B.54 [DEBT SERVICE APPROPRIATION.]
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(a) $25,987,000 in fiscal year 2002, $31,892,000 $29,941,000 in fiscal year 2003, $36,629,000
$40,075,000 in fiscal year 2004, and $36,931,000 $39,774,000 in fiscal years 2005 and later are
appropriated from the general fund to the commissioner of children, families, and learning for
payment of debt service equalization aid under section 123B.53.

(b) The appropriations in paragraph (a) must be reduced by the amount of any money
specifically appropriated for the same purpose in any year from any state fund.

Sec. 2. Laws 2001, First Special Session chapter 5, article 2, section 29, subdivision 2, as
amended by Laws 2002, chapter 220, article 4, section 2, is amended to read:

Subd. 2. [REFERENDUM TAX BASE REPLACEMENT AID.] For referendum tax base
replacement aid according to Minnesota Statutes, section 126C.17, subdivision 7a:

$7,616,000 $7,027,000 ..... 2003

The 2003 appropriation includes $0 for 2002 and $7,616,000 $7,027,000 for 2003.

Sec. 3. Laws 2001, First Special Session chapter 6, article 1, section 54, subdivision 2, as
amended by Laws 2002, chapter 220, article 3, section 8, is amended to read:

Subd. 2. [GENERAL AND SUPPLEMENTAL EDUCATION AID.] (a) For general and
supplemental education aid:

$3,404,787,000 $3,414,168,000 ..... 2002

$4,982,334,000 $4,616,467,000 ..... 2003

The 2002 appropriation includes $323,767,000 $333,756,000 for 2001 and $3,081,020,000
$3,080,412,000 for 2002.

The 2003 appropriation includes $335,220,000 $335,163,000 for 2002 and $4,647,114,000
$4,281,304,000 for 2003.

(b) The fiscal year 2003 appropriation in paragraph (a) is reduced by $1,901,000.

Sec. 4. Laws 2001, First Special Session chapter 6, article 1, section 54, subdivision 4, as
amended by Laws 2002, chapter 220, article 4, section 3, is amended to read:

Subd. 4. [ABATEMENT AID.] For abatement aid according to Minnesota Statutes, section
127A.49:

$5,698,000 ..... 2002

$2,990,000 $2,870,000 ..... 2003

The 2002 appropriation includes $640,000 for 2001 and $5,058,000 for 2002.

The 2003 appropriation includes $562,000 for 2002 and $2,428,000 $2,308,000 for 2003.

Sec. 5. Laws 2001, First Special Session chapter 6, article 1, section 54, subdivision 5, as
amended by Laws 2002, chapter 220, article 4, section 4, is amended to read:

Subd. 5. [NONPUBLIC PUPIL AID.] For nonpublic pupil education aid according to
Minnesota Statutes, sections 123.79 and 123B.40 to 123B.43:

$14,441,000 $14,254,000 ..... 2002

$15,977,000 $14,259,000 ..... 2003

The 2002 appropriation includes $1,330,000 for 2001 and $13,111,000 $12,924,000 for 2002.

The 2003 appropriation includes $1,457,000 $1,436,000 for 2002 and $14,520,000 $12,823,000
for 2003.
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Sec. 6. Laws 2001, First Special Session chapter 6, article 1, section 54, subdivision 6, as
amended by Laws 2002, chapter 220, article 4, section 5, is amended to read:

Subd. 6. [NONPUBLIC PUPIL TRANSPORTATION.] For nonpublic pupil transportation aid
under Minnesota Statutes, section 123B.92, subdivision 9:

$20,635,000 $20,634,000 ..... 2002

$25,347,000 $22,236,000 ..... 2003

The 2002 appropriation includes $2,000,000 for 2001 and $18,635,000 $18,634,000 for 2002.

The 2003 appropriation includes $2,070,000 $2,071,000 for 2002 and $23,277,000 $20,165,000
for 2003.

Sec. 7. Laws 2001, First Special Session chapter 6, article 1, section 54, subdivision 7, as
amended by Laws 2002, chapter 220, article 4, section 6, is amended to read:

Subd. 7. [CONSOLIDATION TRANSITION AID.] For districts consolidating under
Minnesota Statutes, section 123A.485:

$531,000 $539,000 ..... 2002

$736,000 $225,000 ..... 2003

The 2002 appropriation includes $44,000 for 2001 and $487,000 $495,000 for 2002.

The 2003 appropriation includes $54,000 for 2002 and $682,000 $171,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 8. Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 4, as
amended by Laws 2002, chapter 220, article 4, section 7, is amended to read:

Subd. 4. [CHARTER SCHOOL BUILDING LEASE AID.] For building lease aid under
Minnesota Statutes, section 124D.11, subdivision 4:

$12,323,000 $12,286,000 ..... 2002

$15,330,000 $14,394,000 ..... 2003

The 2002 appropriation includes $1,114,000 for 2001 and $11,209,000 $11,172,000 for 2002.

The 2003 appropriation includes $1,245,000 $1,241,000 for 2002 and $14,085,000 $13,153,000
for 2003.

Sec. 9. Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 5, as
amended by Laws 2002, chapter 220, article 4, section 8, is amended to read:

Subd. 5. [CHARTER SCHOOL STARTUP GRANTS.] For charter school startup cost aid
under Minnesota Statutes, section 124D.11:

$2,090,000 $2,064,000 ..... 2002

$1,549,000 $1,456,000 ..... 2003

The 2002 appropriation includes $258,000 for 2001 and $1,832,000 $1,806,000 for 2002.

The 2003 appropriation includes $204,000 $200,000 for 2002 and $1,345,000 $1,256,000 for
2003.

Sec. 10. Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 6, is
amended to read:

Subd. 6. [CHARTER SCHOOL INTEGRATION AID.] For grants to charter schools to
promote integration and desegregation under Minnesota Statutes, section 124D.11, subdivision 6,
paragraph (e):
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$45,000 ..... 2002

$50,000 $47,000 ..... 2003

The 2002 appropriation includes $0 for 2001 and $45,000 for 2002.

The 2003 appropriation includes $5,000 for 2002 and $45,000 $42,000 for 2003.

Any balance in the first year does not cancel but is available in the second year.

Sec. 11. Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 8, as
amended by Laws 2002, chapter 220, article 4, section 9, is amended to read:

Subd. 8. [INTEGRATION AID.] For integration aid:

$63,421,000 $63,311,000 ..... 2002

$53,890,000 $50,418,000 ..... 2003

The 2002 appropriation includes $5,729,000 for 2001 and $57,692,000 $57,582,000 for 2002.

The 2003 appropriation includes $6,410,000 $6,398,000 for 2002 and $47,480,000 $44,020,000
for 2003.

Sec. 12. Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 11, as
amended by Laws 2002, chapter 220, article 4, section 10, is amended to read:

Subd. 11. [MAGNET SCHOOL STARTUP AID.] For magnet school startup aid under
Minnesota Statutes, section 124D.88:

$475,000 $448,000 ..... 2002

$298,000 $326,000 ..... 2003

The 2002 appropriation includes $25,000 for 2001 and $450,000 $423,000 for 2002.

The 2003 appropriation includes $50,000 $47,000 for 2002 and $248,000 $279,000 for 2003.

Sec. 13. Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 15, as
amended by Laws 2002, chapter 220, article 4, section 11, is amended to read:

Subd. 15. [SUCCESS FOR THE FUTURE.] For American Indian success for the future grants
according to Minnesota Statutes, section 124D.81:

$1,924,000 ..... 2002

$2,137,000 $1,987,000 ..... 2003

The 2002 appropriation includes $0 for 2001 and $1,924,000 for 2002.

The 2003 appropriation includes $213,000 for 2002 and $1,924,000 $1,774,000 for 2003.

Sec. 14. Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 18, as
amended by Laws 2002, chapter 220, article 4, section 12, is amended to read:

Subd. 18. [TRIBAL CONTRACT SCHOOLS.] For tribal contract school aid under Minnesota
Statutes, section 124D.83:

$2,304,000 $2,147,000 ..... 2002

$2,408,000 $2,221,000 ..... 2003

The 2002 appropriation includes $192,000 for 2001 and $2,112,000 $1,955,000 for 2002.

The 2003 appropriation includes $235,000 $217,000 for 2002 and $2,173,000 $2,004,000 for
2003.
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Sec. 15. Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 2, as
amended by Laws 2002, chapter 220, article 4, section 13, is amended to read:

Subd. 2. [SPECIAL EDUCATION AID.] For special education aid according to Minnesota
Statutes, section 125A.75:

$507,841,000 $507,928,000..... 2002

$532,282,000 $495,032,000..... 2003

The 2002 appropriation includes $47,400,000 for 2001 and $460,441,000 $460,528,000 for
2002.

The 2003 appropriation includes $51,160,000 $51,170,000 for 2002 and $481,122,000
$443,862,000 for 2003.

Sec. 16. Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 3, as
amended by Laws 2002, chapter 220, article 4, section 14, is amended to read:

Subd. 3. [AID FOR CHILDREN WITH A DISABILITY.] For aid according to Minnesota
Statutes, section 125A.75, subdivision 3, for children with a disability placed in residential
facilities within the district boundaries for whom no district of residence can be determined:

$1,358,000 $1,346,000 ..... 2002

$3,161,000 $2,363,000 ..... 2003

If the appropriation for either year is insufficient, the appropriation for the other year is
available.

Any balance in the first year does not cancel but is available in the second year.

Sec. 17. Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 4, as
amended by Laws 2002, chapter 220, article 4, section 15, is amended to read:

Subd. 4. [TRAVEL FOR HOME-BASED SERVICES.] For aid for teacher travel for
home-based services according to Minnesota Statutes, section 125A.75, subdivision 1:

$143,000 $139,000 ..... 2002

$148,000 $134,000 ..... 2003

The 2002 appropriation includes $14,000 $13,000 for 2001 and $129,000 $126,000 for 2002.

The 2003 appropriation includes $15,000 $14,000 for 2002 and $133,000 $120,000 for 2003.

Sec. 18. Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 5, as
amended by Laws 2002, chapter 220, article 4, section 16, is amended to read:

Subd. 5. [SPECIAL EDUCATION EXCESS COST AID.] For excess cost aid:

$103,061,000 $92,622,000 ..... 2002

$105,289,000 $60,372,000 ..... 2003

The 2002 appropriation includes $9,889,000 for 2001 and $93,172,000 $82,733,000 for 2002.

The 2003 appropriation includes $10,352,000 $9,192,000 for 2002 and $94,937,000
$51,180,000 for 2003.

Sec. 19. Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 7, as
amended by Laws 2002, chapter 220, article 4, section 17, is amended to read:

Subd. 7. [TRANSITION PROGRAMS; STUDENTS WITH DISABILITIES.] For aid for
transition programs for pupils with disabilities according to Minnesota Statutes, section 124D.454:
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$8,960,000 $8,962,000 ..... 2002

$8,952,000 $8,328,000 ..... 2003

The 2002 appropriation includes $896,000 for 2001 and $8,064,000 $8,066,000 for 2002.

The 2003 appropriation includes $896,000 for 2002 and $8,056,000 $7,432,000 for 2003.

Sec. 20. Laws 2001, First Special Session chapter 6, article 4, section 27, subdivision 2, as
amended by Laws 2002, chapter 220, article 4, section 18, is amended to read:

Subd. 2. [HEALTH AND SAFETY AID.] For health and safety aid according to Minnesota
Statutes, section 123B.57, subdivision 5:

$13,630,000 $12,280,000 ..... 2002

$10,800,000 $9,085,000 ..... 2003

The 2002 appropriation includes $1,480,000 for 2001 and $12,150,000 $10,800,000 for 2002.

The 2003 appropriation includes $1,350,000 $1,200,000 for 2002 and $9,450,000 $7,885,000
for 2003.

Sec. 21. Laws 2001, First Special Session chapter 6, article 4, section 27, subdivision 3, as
amended by Laws 2002, chapter 220, article 4, section 19, is amended to read:

Subd. 3. [DEBT SERVICE AID.] For debt service aid according to Minnesota Statutes, section
123B.53, subdivision 6:

$25,987,000 ..... 2002

$31,892,000 $29,941,000 ..... 2003

The 2002 appropriation includes $2,890,000 for 2001 and $23,097,000 for 2002.

The 2003 appropriation includes $2,566,000 for 2002 and $29,326,000 $27,375,000 for 2003.

Sec. 22. Laws 2001, First Special Session chapter 6, article 4, section 27, subdivision 5, as
amended by Laws 2002, chapter 220, article 4, section 20, is amended to read:

Subd. 5. [ALTERNATIVE FACILITIES BONDING AID.] For alternative facilities bonding
aid, according to Minnesota Statutes, section 123B.59, subdivision 1:

$19,280,000 ..... 2002

$19,287,000 $17,937,000 ..... 2003

The 2002 appropriation includes $1,921,000 for 2001 and $17,359,000 for 2002.

The 2003 appropriation includes $1,928,000 for 2002 and $17,359,000 $16,009,000 for 2003.

Sec. 23. Laws 2001, First Special Session chapter 6, article 5, section 13, subdivision 3, is
amended to read:

Subd. 3. [SCHOOL BREAKFAST.] For school breakfast aid under Minnesota Statutes, section
124D.115:

$640,000 ..... 2002

$700,000 $680,000 ..... 2003

Sec. 24. [EFFECTIVE DATE.]

This article is effective the day following final enactment.

ARTICLE 4
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K-12 EDUCATION

Section 1. Minnesota Statutes 2000, section 124D.69, is amended by adding a subdivision to
read:

Subd. 3. [UNCOMMON SCHOOLS SERVING STUDENTS WITH CHEMICAL
DEPENDENCIES; ALLOCATION OF FUNDS.] In addition to the amounts provided in section
124D.68, subdivision 9, a school district may allocate funds from its undesignated general fund to
a private contracted alternative program, including a private contracted alternative program that is
tuition free and provides a comprehensive secondary academic program for students who have
been assessed chemically dependent and who have completed a licensed treatment program for
chemical dependency.

Sec. 2. Minnesota Statutes 2000, section 125A.65, subdivision 1, is amended to read:

Subdivision 1. [RESPONSIBILITY ALLOCATED.] Responsibility for special instruction and
services for a visually disabled blind/visually impaired or hearing impaired deaf/hard of hearing
child attending the Minnesota state academy for the deaf or the Minnesota state academy for the
blind must be determined in subdivisions 2 to 10.

Sec. 3. Minnesota Statutes 2000, section 125A.65, subdivision 3, is amended to read:

Subd. 3. [EDUCATIONAL PROGRAM; TUITION.] When it is determined pursuant to section
125A.69, subdivision 1 or 2, that the child is entitled to attend either school, the board of the
Minnesota state academies must provide the appropriate educational program for the child. The
board of the Minnesota state academies must make a tuition charge to the child’s district of
residence for the cost of providing the program. The amount of tuition charged must not exceed
the basic revenue of the district general education revenue formula allowance times the pupil unit
weighting factor pursuant to section 126C.05 for that child, for the amount of time the child is in
the program. For purposes of this subdivision, "basic revenue" has the meaning given it in section
126C.10, subdivision 2. The district of the child’s residence must pay the tuition and may claim
general education aid for the child. Tuition received by the board of the Minnesota state
academies, except for tuition received under subdivision 4, must be deposited in the state treasury
as provided in subdivision 8.

Sec. 4. Minnesota Statutes 2000, section 125A.65, subdivision 8, is amended to read:

Subd. 8. [STUDENT COUNT; TUITION.] (a) On May 1 of each year, 1996, and each year
thereafter, the board of the Minnesota state academies shall count the actual number of Minnesota
resident kindergarten and elementary students and the actual number of Minnesota resident
secondary special education eligible students enrolled and receiving education services at the
Minnesota state academy for the deaf and the Minnesota state academy for the blind. The board of
the Minnesota state academies shall deposit in the state treasury an amount equal to all tuition
received less: the amount calculated in paragraph (b).

(1) the total number of students on May 1 less 175, times the ratio of the number of
kindergarten and elementary students to the total number of students on May 1, times the general
education formula allowance; plus

(2) the total number of students on May 1 less 175, times the ratio of the number of secondary
students on May 1 to the total number of students on May 1, times 1.3, times the general education
formula allowance.

(b) The Minnesota state academies shall credit to their general operation account an amount
equal to the tuition received which represents tuition earned for the total number of students over
175 based on:

(1) the total number of enrolled students on May 1 less 175; times

(2) the ratio of the number of students in that grade category to the total number of students on
May 1; times
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(3) the general education revenue formula allowance; times

(4) the pupil unit weighting factor pursuant to section 126C.05.

Sec. 5. Minnesota Statutes 2000, section 125A.65, subdivision 9, is amended to read:

Subd. 9. [CALCULATION.] The sum provided by the calculation in subdivision 8, clauses (1)
and (2), must be deposited in the state treasury and credited to the general operation account of the
academy for the deaf and the academy for the blind Minnesota state academy for the deaf and the
Minnesota state academy for the blind.

Sec. 6. Minnesota Statutes 2001 Supplement, section 126C.10, subdivision 13, is amended to
read:

Subd. 13. [TOTAL OPERATING CAPITAL REVENUE.] (a) For fiscal year 2000 and
thereafter, total operating capital revenue for a district equals the amount determined under
paragraph (b) or (c), plus $73 times the adjusted marginal cost pupil units for the school year. The
revenue must be placed in a reserved account in the general fund and may only be used according
to paragraph (d) or subdivision 14.

(b) For fiscal years 2000 and later, capital revenue for a district equals $100 times the district’s
maintenance cost index times its adjusted marginal cost pupil units for the school year.

(c) For fiscal years 2000 and later, the revenue for a district that operates a program under
section 124D.128, is increased by an amount equal to $30 times the number of marginal cost pupil
units served at the site where the program is implemented.

(d) For fiscal years 2001 and, 2002, and 2003, the district must reserve an amount equal to $5
per adjusted marginal cost pupil unit for telecommunication access costs. Reserve revenue under
this paragraph must first be used to pay for ongoing or recurring telecommunication access costs,
including access to data and video connections, including Internet access. Any revenue remaining
after covering all ongoing or recurring access costs may be used for computer hardware or
equipment.

Sec. 7. Minnesota Statutes 2001 Supplement, section 126C.17, subdivision 7, is amended to
read:

Subd. 7. [REFERENDUM EQUALIZATION AID.] (a) A district’s referendum equalization
aid equals the difference between its referendum equalization revenue and levy.

(b) If a district’s actual levy for first or second tier referendum equalization revenue is less than
its maximum levy limit for that tier, aid shall be proportionately reduced.

(c) Notwithstanding paragraph (a), the referendum equalization aid for a district, where the
referendum equalization aid under paragraph (a) exceeds 90 percent of the referendum revenue,
must not exceed 18.2 percent of the formula allowance times the district’s resident marginal cost
pupil units. A district’s referendum levy is increased by the amount of any reduction in
referendum aid under this paragraph.

[EFFECTIVE DATE.] This section is effective for operating referendum elections January 1,
2002, and later.

Sec. 8. Laws 2001, First Special Session chapter 6, article 7, section 14, as amended by Laws
2002, chapter 220, article 3, section 16, is amended to read:

Sec. 14. [APPROPRIATIONS; PERPICH CENTER FOR ARTS EDUCATION.]

The sums indicated in this section are appropriated from the general fund to the Perpich Center
for Arts Education for the fiscal years designated:

$7,431,000 $7,681,000 ..... 2002

$7,316,000 $7,816,000 ..... 2003
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$150,000 each year is to extend the partnership network to up to five new partnership sites and
for developing whole-school, arts-based teaching and learning curriculum at new sites.

Any balance in the first year does not cancel but is available in the second year.

Sec. 9. [REFERENDUM TRANSFER ADJUSTMENT.]

Notwithstanding Minnesota Statutes, section 126C.17, subdivision 1, paragraph (b), for fiscal
year 2003 and later, the initial referendum allowance for independent school district No. 709,
Duluth, equals the sum of the allowance under Minnesota Statutes, section 126C.16, subdivision 2,
plus the referendum conversion allowance approved under Minnesota Statutes, section 126C.17,
subdivision 13, minus $373. If the district has more than one referendum authority, the reduction
must be computed separately for each authority. The reduction must be applied first to the
referendum authority with the earliest expiration date. The district’s initial referendum allowance
may not be less than zero.

Sec. 10. [DECLINING PUPIL UNIT AID; ALBERT LEA.]

Subdivision 1. [FISCAL YEAR 2003.] For fiscal year 2003, independent school district No.
241, Albert Lea, is eligible for declining enrollment aid equal to $300,000.

Subd. 2. [FISCAL YEAR 2004.] For fiscal year 2004, independent school district No. 241,
Albert Lea, is eligible for declining enrollment aid equal to 75 percent of the fiscal year 2003
appropriation in subdivision 1.

Subd. 3. [FISCAL YEAR 2005.] For fiscal year 2005, independent school district No. 241,
Albert Lea, is eligible for declining enrollment aid equal to 50 percent of the fiscal year 2003
appropriation in subdivision 1.

Subd. 4. [FISCAL YEAR 2006.] For fiscal year 2006, independent school district No. 241,
Albert Lea, is eligible for declining enrollment aid equal to 25 percent of the fiscal year 2003
appropriation in subdivision 1.

Sec. 11. [DECLINING ENROLLMENT; LTV DISLOCATION.]

Subdivision 1. [FISCAL YEAR 2003.] For fiscal year 2003, independent school district No.
2711, Mesabi East, is eligible for declining enrollment aid equal to $200,000.

Subd. 2. [FISCAL YEAR 2004.] For fiscal year 2004, independent school district No. 2711,
Mesabi East, is eligible for declining enrollment aid equal to 75 percent of the amount that the
district received in the fiscal year 2003 appropriation in subdivision 1.

Subd. 3. [FISCAL YEAR 2005.] For fiscal year 2005, independent school district No. 2711,
Mesabi East, is eligible for declining enrollment aid equal to 50 percent of the amount that the
district received in the fiscal year 2003 appropriation in subdivision 1.

Subd. 4. [FISCAL YEAR 2006.] For fiscal year 2006, independent school district No. 2711,
Mesabi East, is eligible for declining enrollment aid equal to 25 percent of the amount that the
district received in the fiscal year 2003 appropriation in subdivision 1.

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

Sec. 12. [FUND TRANSFER; BUTTERFIELD.]

Notwithstanding Minnesota Statutes, section 123B.79 or 123B.80, on June 30, 2002,
independent school district No. 836, Butterfield, may permanently transfer up to $117,000 from its
reserves for operating capital account in its general fund to the undesignated fund balance.

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

Sec. 13. [FUND TRANSFER; TRUMAN.]
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Notwithstanding Minnesota Statutes, section 123B.79 or 123B.80, on June 30, 2002,
independent school district No. 458, Truman, may permanently transfer up to $500,000 from its
reserves for operating capital account in its general fund to the undesignated fund balance.

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

Sec. 14. [APPROPRIATION.]

(a) $300,000 in fiscal year 2003 is appropriated from the general fund to the commissioner of
children, families, and learning for declining pupil unit aid to independent school district No. 241,
Albert Lea.

(b) In addition to the amounts appropriated for general and supplemental education aid,
$295,000 in fiscal year 2003 is appropriated from the general fund to the commissioner of
children, families, and learning for the aid portion of the referendum transfer adjustment for
independent school district No. 709, Duluth.

(c) $200,000 in fiscal year 2003 is appropriated from the general fund to the commissioner of
children, families, and learning for declining pupil unit aid to independent school district No.
2711, Mesabi East.

Sec. 15. [EFFECTIVE DATE.]

Except as otherwise provided in this article, this article is effective the day following final
enactment.

ARTICLE 5

HIGHER EDUCATION

Section 1. Minnesota Statutes 2000, section 136A.121, subdivision 7, is amended to read:

Subd. 7. [INSUFFICIENT APPROPRIATION.] If the amount appropriated is determined by
the office to be insufficient to make full awards to applicants under subdivision 5, before any
award for that year has been disbursed, awards must be reduced by

(1) adding a surcharge to the contribution of the applicant’s parents, and assigned family
responsibility, as defined in section 136A.101, subdivision 5a; and

(2) a percentage increase in the applicant’s contribution assigned student responsibility, as
defined in subdivision 5.

Sec. 2. [STATE GRANT APPROPRIATION.]

$5,000,000 is appropriated from the general fund to the higher education services office to
make state grants. This appropriation is added to the appropriation in Laws 2001, First Special
Session chapter 1, article 1, section 2, subdivision 2, for fiscal year 2002.

The higher education services office, by July 1, 2002, must make a determination of the
projected sufficiency or deficiency in state money available for the state grant program to make
full state grant awards through fiscal year 2003. If it is determined that a deficiency is projected,
then, notwithstanding Minnesota Statutes, section 136A.121, subdivision 7, the higher education
services office shall immediately transfer to the state grant appropriation from the work study
appropriation and notwithstanding Minnesota Statutes, section 136A.125, subdivision 4c, from the
child care grant appropriation in Laws 2001, First Special Session chapter 1, article 1, section 2,
the amount necessary to make full state grant awards in fiscal year 2003. If state money available
for the state grant program continues to be insufficient to make full state grant awards after the
initial transfers, subsequent transfers must be made before any reduction in state grant awards
under Minnesota Statutes, section 136A.121, subdivision 7, is made.

Sec. 2. [EFFECTIVE DATE.]

This article is effective the day following final enactment.
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ARTICLE 6

ENVIRONMENT AND NATURAL RESOURCES

Section 1. [SCORE BLOCK GRANT APPROPRIATION SHIFT.]

$9,000,000 of the appropriation in Laws 2001, First Special Session chapter 2, section 3, from
the general fund to the office of environmental assistance for SCORE block grants to counties in
fiscal year 2003 is canceled. This is a onetime reduction and the same amount must be restored to
the general fund budget base for fiscal year 2004.

$9,000,000 is appropriated from the solid waste fund to the office of environmental assistance
for SCORE block grants to counties in fiscal year 2003. This is a onetime appropriation.

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

Sec. 2. Minnesota Statutes 2000, section 115A.557, subdivision 1, is amended to read:

Subdivision 1. [DISTRIBUTION; FORMULA.] Any funds appropriated to the director for the
purpose of distribution to counties under this section must be distributed each fiscal year by the
director based on population, except a county may not receive less than $55,000 in a fiscal year. If
the amount available for distribution under this section is less than the amount available in fiscal
year 2001, the minimum county payment under this section is reduced proportionately. For
purposes of this subdivision, "population" has the definition given in section 477A.011,
subdivision 3. A county that participates in a multicounty district that manages solid waste and
that has responsibility for recycling programs as authorized in section 115A.552, must pass
through to the districts funds received by the county in excess of the $55,000 annual base
minimum county payment under this section in proportion to the population of the county served
by that district.

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

Sec. 3. Minnesota Statutes 2000, section 115A.96, subdivision 2, is amended to read:

Subd. 2. [MANAGEMENT PROGRAM.] The agency office shall establish a statewide
program to manage household hazardous wastes. The program must include:

(1) the establishment and operation of collection sites; and

(2) the provision of information, education, and technical assistance regarding proper
management of household hazardous wastes.

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

Sec. 4. Minnesota Statutes 2000, section 115A.96, subdivision 3, is amended to read:

Subd. 3. [OTHER PARTICIPANTS.] (a) The agency office may establish or operate all or part
of the management program or may provide for services by contract or other agreement with
public or private entities.

(b) The agency office shall allow these programs to accept up to 100 pounds of waste per year
from a hazardous waste generator that generates 220 pounds or less of hazardous waste per month.

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

Sec. 5. Minnesota Statutes 2000, section 115A.96, subdivision 4, is amended to read:

Subd. 4. [MANAGEMENT.] Any person who establishes or operates all or part of a household
hazardous waste management program shall manage collected waste in compliance with standards
applicable to a hazardous waste generator. If collected waste must be stored for a time exceeding
those standards, the agency office or other entity shall obtain the approval of the commissioner of
the agency and shall manage the waste in compliance with applicable standards for the use and
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management of containers, but no facility permit is required. Waste accepted under subdivision 3,
paragraph (b), must be managed in accordance with standards applicable to the waste.

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

Sec. 6. Minnesota Statutes 2000, section 115A.96, subdivision 5, is amended to read:

Subd. 5. [OTHER PROGRAMS.] A person must notify the commissioner of the agency and
director of the office before establishing and operating any part of a household hazardous waste
management program.

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

Sec. 7. Minnesota Statutes 2000, section 115A.96, subdivision 7, as added by Laws 2002,
chapter 265, section 2, is amended to read:

Subd. 7. [INDEMNIFICATION; MUNICIPALITIES.] (a) A municipality, when operating or
participating in a household hazardous waste management program pursuant to a contract with the
agency office under this section or other law, is an employee of the state, certified to be acting
within the scope of employment, for purposes of the indemnification provisions of section 3.736,
subdivision 9, for claims that arise out of the transportation, management, or disposal of any waste
covered by the contract:

(1) from and after the time the waste permanently leaves the municipality’s possession and
comes into the possession of the agency’s office’s authorized transporter; and

(2) during the time the waste is transported between the municipality’s facilities by the
agency’s office’s authorized transporter.

(b) The state is not obligated to defend or indemnify a municipality under this subdivision to
the extent of the municipality’s liability insurance. The municipality’s right to indemnity is not a
waiver of the limitations, defenses, and immunities available to either the municipality or the state
by law.

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

Sec. 8. Laws 2002, chapter 220, article 8, section 15, is amended to read:

Sec. 15. [INCREASE TO WATER QUALITY PERMIT FEES.]

(a) The pollution control agency shall collect water quality permit application and annual fees
that reflect the fees in Minnesota Rules, part 7002.0310, increased to the amounts described in
paragraphs (b) to (g).

(b) The application fee for individual permits, general permits, and general industrial
stormwater permits is $240.

(c) The annual fees for individual National Pollutant Discharge Elimination System permits for
major municipal facilities are as follows:

Design Flow in
Million Gallons Per Day Annual Fee

50 and over $175,750 $175,500
20 to 49.99 $40,350

5 to 19.99 $14,350
Up to 4.99 $5,900

(d) The annual fees for individual National Pollutant Discharge Elimination System permits for
major nonmunicipal facilities are as follows:

Design Flow in
Million Gallons Per Day Annual Fee
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20 to 49.99 $44,200
5 to 19.99 $18,250
Up to 4.99 $8,450

Cooling or mine pit
dewatering (any flow) $16,900

(e) The annual fees for individual National Pollutant Discharge Elimination System and State
Disposal System permits for nonmajor municipal facilities with design flows greater than 0.100
million gallons per day are $1,450.

(f) The annual fees for general industrial stormwater permits are $280.

(g) The annual fees for general National Pollutant Discharge Elimination System and State
Disposal System permits are $345.

(h) The application and annual fees are not increased for general construction stormwater
permits and sanitary sewer extension permits. The annual fees are not increased for National
Pollutant Discharge Elimination System and State Disposal System permits regulating municipal
nonmajors with facility design flow of 0 to .100, sewage sludge landspreading facilities, and
nonmajor nonmunicipal facilities.

(i) The increased permit fees are effective July 1, 2002. The agency shall adopt amended water
quality permit fee rules incorporating the permit fee increases in this subdivision under Minnesota
Statutes, section 14.389. The pollution control agency shall begin collecting the increased permit
fees on July 1, 2002, even if the rule adoption process has not been initiated or completed.
Notwithstanding Minnesota Statutes, section 14.18, subdivision 2, the increased permit fees
reflecting the permit fee increases in this section and the rule amendments incorporating those
permit fee increases do not require further legislative approval.

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

Sec. 9. [HOUSEHOLD HAZARDOUS WASTE PROGRAM TRANSFER.]

Responsibility for the household hazardous waste program is transferred under Minnesota
Statutes, section 15.039, from the pollution control agency to the office of environmental
assistance on July 1, 2003. The amount of base funding to be transferred is $1,041,000 from the
solid waste fund.

Sec. 10. [DIRECTOR OF THE OFFICE OF ENVIRONMENTAL ASSISTANCE;
APPOINTING AUTHORITY.]

The governor is encouraged to evaluate the advantages and disadvantages associated with
making the governor the appointing authority for the director of environmental assistance, instead
of the commissioner of the pollution control agency as required by Minnesota Statutes, section
115A.055, subdivision 1.

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

ARTICLE 7

STATE GOVERNMENT

Section 1. [STATE GOVERNMENT APPROPRIATIONS.]

The dollar amounts in the columns under "APPROPRIATIONS" are added to or, if shown in
parentheses, are subtracted from the appropriations in Laws 2001, First Special Session chapter
10, or other law to the specified agencies. The appropriations are from the general fund or other
named fund and are available for the fiscal years indicated for each purpose. The figure "2002" or
"2003" means that the addition to or subtraction from the appropriations listed under the figure are
for the fiscal year ending June 30, 2002, or June 30, 2003, respectively.

SUMMARY BY FUND
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2002 2003 TOTAL

APPROPRIATIONS

General $(2,995,000) $(1,620,000) $(4,615,000)

TRANSFERS IN (2,000,000) -0- (2,000,000)

APPROPRIATIONS
Available for the Year

Ending June 30
2002 2003

Sec. 2.  LEGISLATURE

Subdivision 1.  Total
Appropriation (3,000,000) (2,000,000)

Subd. 2.  Senate

(1,000,000) (1,000,000)

Subd. 3.  House of Representatives

(2,000,000) (1,000,000)

$1,000,000 of the reduction in the first year is
from amounts previously carried forward under
Minnesota Statutes, section 16A.281.

Sec. 3.  GOVERNOR -0- 375,000

$200,000 is to the office of the governor to
reopen the governor’s residence and make it
available for public use.

$175,000 is to the commissioner of public safety
to provide security at the governor’s residence.

Sec. 4.  ADMINISTRATION

$2,000,000 of the balance in the State Building
Code account in the state government special
revenue fund as of June 30, 2002, is canceled
and must be transferred to the general fund.

Sec. 5.  UNIFORM LAWS COMMISSION 5,000 5,000

These appropriations are added to the
appropriations in Laws 2001, First Special
Session chapter 8, article 4, section 8.

Sec. 6. Minnesota Statutes 2000, section 16A.28, subdivision 6, is amended to read:

Subd. 6. [CANCELED OCTOBER 15.] On October 15 all allotments and encumbrances for
the last fiscal year shall be canceled unless an agency head certifies to the commissioner that there
is an encumbrance for services rendered or, goods ordered, or grants issued in the last fiscal year,
or certifies that funding will be carried forward under subdivision 1. Encumbrances for grants
issued by June 30 may be certified for a period of one year beyond the year in which the funds
were originally appropriated. Services rendered under grant contracts may occur during the
certification period. The commissioner may: reinstate the part of the cancellation needed to meet
the certified encumbrance or charge the certified encumbrance against the current year’s
appropriation.

Sec. 7. Minnesota Statutes 2000, section 16B.27, is amended by adding a subdivision to read:
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Subd. 6. [USE BY NONSTATE ENTITIES.] A nonstate entity using the governor’s residence
must pay the state for all direct and indirect costs associated with use of the facility.

Sec. 8. Laws 1997, chapter 202, article 2, section 61, as amended by Laws 1999, chapter 250,
article 1, section 106, and Laws 2001, First Special Session chapter 10, article 2, section 85, is
amended to read:

Sec. 61. [VOLUNTARY UNPAID LEAVE OF ABSENCE.]

Appointing authorities in state government may allow each employee to take an unpaid leave of
absence for up to 320 hours during the period ending June 30, 2003, and an additional 160 hours
during the period beginning July 1, 2003, and ending June 30, 2005. Each appointing authority
approving such a leave shall allow the employee to continue accruing vacation and sick leave, be
eligible for paid holidays and insurance benefits, accrue seniority, and accrue service credit in state
retirement plans permitting service credits for authorized leaves of absence as if the employee had
actually been employed during the time of the leave. If the leave of absence is for one full pay
period or longer, any holiday pay shall be included in the first payroll warrant after return from the
leave of absence. The appointing authority shall attempt to grant requests for unpaid leaves of
absence consistent with the need to continue efficient operation of the agency. However, each
appointing authority shall retain discretion to grant or refuse to grant requests for leaves of
absence and to schedule and cancel leaves, subject to applicable provisions of collective
bargaining agreements and compensation plans.

Sec. 9. Laws 2002, chapter 220, article 10, section 4, is amended to read:

Sec. 4.  GOVERNOR’S OFFICE (460,000) (702,000)

No funding may be used for the operation of the
Washington, D.C., office of the state of
Minnesota.

Sec. 10. Laws 2002, chapter 220, article 10, section 36, is amended to read:

Sec. 36. [REDUCTION IN CONTRACT EXPENDITURES.]

During the biennium ending June 30, 2003, the governor must reduce planned executive branch
state agency general fund expenditures on contracts for professional or technical services by at
least $35,000,000 $28,300,000. The governor must allocate this reduction among executive branch
state agencies. If the governor determines that the mandated contract savings cannot be achieved,
the governor must make proportional reductions to executive agency operating budgets in order to
achieve the savings. For purposes of this section and section 37, "professional or technical
services" has the meaning given in Minnesota Statutes, section 16C.08, subdivision 1; and
"executive branch state agency" has the meaning given in Minnesota Statutes, section 16A.011,
subdivision 12a, and includes but does not include the Minnesota state colleges and universities or
the higher education services office. The base for these reductions is the amount allocated for
professional or technical service contracts in agency spending plans as of January 1, 2002.

Sec. 11. Laws 2002, chapter 220, article 10, section 37, as amended by Laws 2002, chapter
364, section 30, is amended to read:

Sec. 37. [MORATORIUM ON CONSULTANT CONTRACTS.]

(a) An entity in the executive branch of state government, including other than the Minnesota
state colleges and universities or the higher education services office, may not enter into a new
contract or renew an existing contract for professional or technical services after the effective date
of this section and before July 1, 2003. This section does not apply to a contract:

(1) that relates to a threat to public health, welfare, or safety that threatens the functioning of
government, the protection of property, or the health or safety of people;

(2) that is paid for entirely with federal funds received before the effective date of this section
or the cost of which is entirely recovered from nonstate entities;
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(3) that is paid entirely with funds from the state airports fund, trunk highway fund, county
state-aid highway fund, or municipal state-aid street fund; or

(4) for a trunk highway project of a type described in Laws 2000, chapter 479, article 1, section
2, subdivision 3, paragraph (a), clauses (1) to (3); or

(5) that is necessary to avoid a disruption of essential state functions, will reduce state costs, or
is necessary to avoid a legal liability.

(b) An entity in the executive branch may apply for a waiver of the moratorium by sending a
letter with reasons for the request to the commissioner of administration for executive branch
entities governor. Upon a finding that a consultant contract is necessary, the commissioner
governor may grant a waiver. The decision of the commissioner is final and not subject to appeal.
A monthly report of all exceptions granted under paragraph (a) and all waivers granted must be
filed by the entity granting the waiver. The report must be published on the entity’s a state Web
site, and copies must be provided to the chairs of the house ways and means and senate finance
committees and to the legislative reference library.

Sec. 12. Laws 2002, chapter 220, article 10, section 38, subdivision 2, is amended to read:

Subd. 2. [EXCEPTIONS.] Subdivision 1 does not apply to:

(1) an employee at a state correctional facility;

(2) an employee of the department of corrections who provides direct services to offenders;

(3) an employee of state-operated services under the department of human services;

(4) a student in a work-study position worker; or

(2) (5) a position that is necessary to perform essential government services; or

(6) an employee who is paid entirely with federal funds or a special revenue fund, or whose
costs are entirely recovered from nonstate entities, or a combination of them.

A determination under clause (2) (5) must be made by the speaker of the house of
representatives with respect to house employees, the chair of the committee on rules and
administration with respect to senate employees, and the legislative coordinating commission with
respect to its employees, by a constitutional officer with respect to employees of the constitutional
office, and by the governor with respect to any other employee covered by this section. Exceptions
granted under clause (2) (5) must be reported monthly by the entity granting the exception. The
reports must be published on the entity’s Web site, and copies must be provided to the chairs of
the house ways and means and senate finance committees and to the legislative reference library.

Sec. 13. Laws 2002, chapter 220, article 10, section 38, subdivision 3, is amended to read:

Subd. 3. [ANTICIPATED SAVINGS.] The legislature anticipates that application of this
section to executive branch agencies and to the Minnesota state colleges and universities will
result in savings to the general fund of $40,000,000 $29,736,000 by June 30, 2003. If the governor
determines that application of this section will not result in $40,000,000 $29,736,000 in savings to
the general fund by June 30, 2003, the governor must make proportional reductions in executive
agency operating budgets necessary to achieve these savings. If the governor makes proportional
reductions to executive agency operating budgets to achieve the required savings, the governor
shall exclude from the reductions:

(1) the department of corrections with respect to employees at state correctional institutions or
who provide direct services to offenders; and

(2) the department of human services with respect to state-operated services.

Sec. 14. Laws 2002, chapter 220, article 10, section 39, is amended to read:
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Sec. 39. [SAVINGS ARE ADDITIONAL.]

Savings achieved in sections 36 to 38 from the freeze in state hiring or the reduction in the
number of state contracts for professional or technical services are in addition to reductions in
spending required by other sections of this article act.

Sec. 15. [NONPROFIT GRANT AND CONTRACT DECISIONS.]

Subdivision 1. [FISCAL YEAR 2002 PROCESSING.] (a) This subdivision applies when:

(1) a state agency has delayed its final decision on whether to enter into a grant or contract with
a nonprofit corporation to spend money appropriated for the fiscal year ending June 30, 2002,
pending elimination of the state budget deficit; and

(2) the nonprofit corporation has provided services based on an appropriation that names the
nonprofit corporation or based on a grant award letter from a state agency to the nonprofit
corporation.

(b) In a circumstance described in paragraph (a), within 15 business days after final enactment
of this act the state agency must:

(1) process the grant or contract with the nonprofit corporation; and

(2) issue payment to the nonprofit corporation for services already provided.

Subd. 2. [FISCAL YEAR 2002 RETROACTIVITY.] A contract encumbered or a grant
awarded by a state agency to a nonprofit corporation for services rendered in the fiscal year ending
June 30, 2002, is retroactive to the date that services were first provided under the contract or
grant.

Subd. 3. [FISCAL YEAR 2003.] A contract encumbered or a grant awarded by a state agency
to a nonprofit corporation for services rendered in the fiscal year ending June 30, 2003, is
retroactive to the date that services were first provided under the contract or grant.

Sec. 16. [VOTING EQUIPMENT GRANTS.]

Within 30 days after the effective date of this section, the commissioner of administration must
make voting equipment grants authorized by Minnesota Statutes 2001 Supplement, section
204B.48, to the full extent of appropriations available for these grants under Laws 2001, First
Special Session chapter 10, article 1, section 12, subdivision 7, as amended by Laws 2002, chapter
220, article 10, section 10, subdivision 8.

Sec. 17. [EFFECTIVE DATE.]

This article is effective the day following final enactment.

ARTICLE 8

CANCELLATIONS; CASH FLOW; TRANSFERS IN

Section 1. Minnesota Statutes 2001 Supplement, section 62J.694, subdivision 1, is amended to
read:

Subdivision 1. [CREATION.] (a) The medical education endowment fund is created in the state
treasury. The state board of investment shall invest the fund under section 11A.24. All earnings of
the fund must be credited to the fund. The principal of the fund must be maintained inviolate,
except that the principal may be used to make expenditures from the fund for the purposes
specified in this section when the market value of the fund falls below 105 percent of the
cumulative total of the tobacco settlement payments received by the state and credited to the
tobacco settlement fund under section 16A.87, subdivision 2. For purposes of this section,
"principal" means an amount equal to the cumulative total of the tobacco settlement payments
received by the state and credited to the tobacco settlement fund under section 16A.87, subdivision
2.
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(b) If the commissioner of finance determines that probable receipts to the general fund will be
sufficient to meet the need for expenditures from the general fund for a fiscal biennium, after
using the cash reserves of the tobacco use prevention and local public health endowment fund,
excluding an amount sufficient to meet the annual appropriations in section 144.395, subdivision
2, the commissioner may use cash reserves of the medical education endowment fund, excluding
the amounts needed to meet the appropriations described in subdivisions 2 and 2a, to pay expenses
of the general fund. If cash reserves are transferred to the general fund to meet cash flow needs,
the amount transferred, plus interest at a rate comparable to the rate earned by the state on invested
treasurer’s cash, as determined monthly by the commissioner, must be returned to the endowment
fund as soon as sufficient cash balances are available in the general fund, but in any event before
the end of the fiscal biennium. An amount necessary to pay the interest is appropriated from the
general fund. If cash reserves of the endowment fund are used to pay expenses for the general
fund, notwithstanding subdivision 2, paragraph (d), the academic health center shall be held
harmless to the extent possible. When determining the fair market value of the fund, for the
purposes described in subdivisions 2 and 2a, the value of the cash reserves transferred to the
general fund must be included in the determination.

(c) The academic health center account is created as a separate account in the medical
education endowment fund. The account is invested under paragraph (a). All earnings of the
account must be credited to the account. The principal of the account must be maintained
inviolate, except that the principal may be used to make expenditures from the account for the
purposes specified in subdivision 2a when the value of the account falls below an amount equal to
deposits made to the account under section 16A.87, subdivision 3, paragraph (b).

Sec. 2. Minnesota Statutes 2000, section 79.251, subdivision 1, is amended to read:

Subdivision 1. [ASSIGNED RISK PLAN REVIEW BOARD.] (a) (1) An assigned risk plan
review board is created for the purposes of review of the operation of section 79.252 and this
section. The board shall have all the usual powers and authorities necessary for the discharge of its
duties under this section and may contract with individuals in discharge of those duties.

(2) The board shall consist of six members to be appointed by the commissioner of commerce.
Three members shall be insureds holding policies or contracts of coverage issued pursuant to
subdivision 4. Two members shall be insurers licensed pursuant to section 60A.06, subdivision 1,
clause (5), paragraph (b). The commissioner shall be the sixth member and shall vote.

Initial appointments shall be made by September 1, 1981, and terms shall be for three years
duration. Removal, the filling of vacancies and compensation of the members other than the
commissioner shall be as provided in section 15.059.

(3) The assigned risk plan review board shall audit the reserves established (a) for individual
cases arising under policies and contracts of coverage issued under subdivision 4 and (b) for the
total book of business issued under subdivision 4. If the board determines on the basis of an audit
that there is an excess surplus in the assigned risk plan, it must notify the commissioner of finance
who shall transfer assets of the plan equal to the excess surplus to the budget reserve account in
the general fund.

(4) The assigned risk plan review board shall monitor the operations of section 79.252 and this
section and shall periodically make recommendations to the commissioner, and to the governor
and legislature when appropriate, for improvement in the operation of those sections.

(5) All insurers and self-insurance administrators issuing policies or contracts under
subdivision 4 shall pay to the commissioner a .25 percent assessment on premiums for policies
and contracts of coverage issued under subdivision 4 for the purpose of defraying the costs of the
assigned risk plan review board. Proceeds of the assessment shall be deposited in the state treasury
and credited to the general fund.

(6) The assigned risk plan and the assigned risk plan review board shall not be deemed a state
agency.
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(b) As used in this subdivision, "excess surplus" means the amount of assigned risk plan assets
in excess of the amount needed to pay all current liabilities of the plan, including, but not limited
to:

(1) administrative expenses;

(2) benefit claims; and

(3) if the assigned risk plan is dissolved under subdivision 8, the amounts that would be due
insurers who have paid assessments to the plan.

Sec. 3. Minnesota Statutes 2000, section 144.395, subdivision 1, as amended by Laws 2002,
chapter 220, article 13, section 6, is amended to read:

Subdivision 1. [CREATION.] (a) The tobacco use prevention and local public health
endowment fund is created in the state treasury. The state board of investment shall invest the fund
under section 11A.24. All earnings of the fund must be credited to the fund. The principal of the
fund must be maintained inviolate, except that the principal may be used to make expenditures
from the fund for the purposes specified in this section when the market value of the fund falls
below 105 percent of the cumulative total of the tobacco settlement payments received by the state
and credited to the tobacco settlement fund under section 16A.87, subdivision 2. For purposes of
this section, "principal" means an amount equal to the cumulative total of the tobacco settlement
payments received by the state and credited to the tobacco settlement fund under section 16A.87,
subdivision 2.

(b) If the commissioner of finance determines that probable receipts to the general fund will not
be sufficient to meet the need for expenditures from the general fund for a fiscal biennium, the
commissioner may use cash reserves of the tobacco use prevention and local public health
endowment fund, excluding an amount sufficient to meet the annual appropriations in subdivision
2, to pay expenses of the general fund. If cash reserves are transferred to the general fund to meet
cash flow needs, the cash flow transfers amount transferred, plus interest at a rate comparable to
the rate earned by the state on invested treasurer’s cash, as determined monthly by the
commissioner, must be returned to the endowment fund as soon as sufficient cash balances are
available in the general fund, but in any event before the end of the fiscal biennium. Any interest
earned on cash flow transfers from the endowment fund accrues to the endowment fund and not to
the general fund. An amount necessary to pay the interest is appropriated from the general fund. If
cash reserves of the endowment fund are used to pay expenses for the general fund, the recipients
of the grants shall be held harmless to the extent possible in the following order: (1) local public
health; (2) local tobacco prevention; and (3) statewide tobacco prevention. When determining the
fair market value of the fund, for the purposes described in subdivision 2, the value of the cash
reserves transferred to the general fund must be included in the determination.

Sec. 4. Laws 2002, chapter 220, article 13, section 7, is amended to read:

Sec. 7. [BALANCES CANCELED TO GENERAL FUND.]

The unobligated balances in the following general fund accounts created in the sections of
Minnesota Statutes indicated are canceled to the general fund in the fiscal years indicated:

(1) the budget reserve account, Minnesota Statutes, section 16A.152, subdivision 1a, estimated
to be $653,000,000, in fiscal year 2002;

(2) the local government aid reform account, Minnesota Statutes, section 16A.1523, estimated
to be $14,000,000, in fiscal year 2003;

(3) the tax relief account, Minnesota Statutes, section 16A.1522, subdivision 4, estimated to be
$158,148,000, in fiscal year 2004 2003; and

(4) $195,000,000 $350,000,000 of the unobligated balance in the cash flow account in
Minnesota Statutes, section 16A.152, subdivision 1.
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Sec. 5. Laws 2002, chapter 220, article 13, section 9, subdivision 1, is amended to read:

Subdivision 1. [ASSIGNED RISK PLAN.] By June 30, 2002, the commissioner of finance
shall transfer $120,000,000 $134,000,000 in assets of the assigned risk plan created under
Minnesota Statutes, section 79.252, to the general fund. $25,100,000 is appropriated from the
general fund to the commissioner of finance to fund the settlement of the lawsuit entitled Danny’s
Trannys, Inc. et al. v. State, et al., Ramsey County District Court No. C7-00-5714, and to
reimburse the tort claims account for amounts paid to implement settlement of this lawsuit.

Sec. 6. Laws 2002, chapter 220, article 13, section 9, subdivision 2, is amended to read:

Subd. 2. [SPECIAL COMPENSATION FUND.] After June 1, 2003, but no later than June 30,
2003, the commissioner of finance shall transfer $230,000,000 $250,000,000 in assets of the
excess surplus account of the special compensation fund created under Minnesota Statutes, section
176.129, to the general fund.

Sec. 7. [BALANCES DEPOSITED IN BUDGET RESERVE.]

Notwithstanding Minnesota Statutes, section 16A.1522, any positive unrestricted general fund
balance on June 30, 2003, must be allocated to the budget reserve account in the general fund.

Sec. 8. [EFFECTIVE DATE.]

This article is effective the day following final enactment, except that section 2 is effective
January 1, 2003, and sections 1 and 3 are effective July 1, 2003.

ARTICLE 9

HEALTH AND HUMAN SERVICES APPROPRIATIONS

Section 1. [HEALTH AND HUMAN SERVICES APPROPRIATIONS.]

The dollar amounts shown in the columns marked "APPROPRIATIONS" are added to or, if
shown in parentheses, are subtracted from the appropriations in Laws 2001, First Special Session
chapter 9, and Laws 2002, chapter 220, or other law, and are appropriated from the general fund,
or any other fund named, to the agencies and for the purposes specified in this article, to be
available for the fiscal years indicated for each purpose. The figures "2002" and "2003" used in
this article mean that the appropriation or appropriations listed under them are available for the
fiscal year ending June 30, 2002, or June 30, 2003, respectively.

SUMMARY BY FUND

2002 2003 TOTAL

General
Forecast
Adjustments $47,032,000 $26,019,000 $73,051,000

Nonforecast 1,660,000 (26,554,000) (24,894,000)

Health Care
Access (2,605,000) (4,318,000) (6,923,000)

Federal TANF (7,383,000) 8,896,000 1,513,000

State Government
Special Revenue -0- 4,000 4,000

APPROPRIATIONS
Available for the Year

Ending June 30
2002 2003

Sec. 2.  COMMISSIONER OF
HUMAN SERVICES
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Subdivision 1.  Total
Appropriation $38,704,000 $3,143,000

Summary by Fund

General 48,692,000 (1,435,000)

Health Care
Access (2,605,000) (4,318,000)

Federal TANF (7,383,000) 8,896,000

Subd. 2.  Children’s
Grants

General -0- (4,748,000)

[FAMILY PRESERVATION AND
CHILDREN’S MENTAL HEALTH GRANTS.]
This appropriation includes a reduction of
$6,548,000 in family preservation and children’s
mental health grants due to changes in
allocations and an increase of $1,800,000 in local
collaboratives wraparound services coordination
grants. The increased appropriation for
coordination grants shall become part of base
level funding for the biennium beginning July 1,
2003.

Subd. 3.  Basic Health Care
Grants

General 10,999,000 6,126,000

Health Care
Access (2,605,000) (4,318,000)

The amounts that may be spent from this
appropriation for each purpose are as follows:

(a) MinnesotaCare Grants

Health Care
Access (2,605,000) (4,318,000)

[MINNESOTACARE ELIGIBILITY
DETERMINATION CARRYOVER.] The
appropriation for the biennium beginning July 1,
2001, in Laws 2001, First Special Session
chapter 9, article 17, section 2, subdivision 7,
paragraph (b), for activities related to processing
MinnesotaCare applications and determining
applicant eligibility shall not cancel but shall be
available until June 30, 2005.

(b) MA Basic Health Care
Grants - Families and Children

General 7,437,000 (5,285,000)

(c) MA Basic Health Care
Grants - Elderly and Disabled

General (779,000) 7,476,000
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(d) General Assistance
Medical Care Grants

General 2,681,000 5,080,000

(e) Health Care Grants -
Other Assistance

General 1,660,000 (1,145,000)

[U SPECIAL KIDS PROGRAM.] Of this
appropriation, $350,000 in fiscal year 2002 is
immediately available to the commissioner to be
transferred immediately to the University of
Minnesota for the U Special Kids program. The
money may be used to match private grants. The
money shall be used to provide
physician-supervised medical case management
services for up to 50 Minnesota children in the
program who are eligible for medical assistance.
Any unspent portion of this appropriation shall
not cancel but shall be available for these
purposes until June 30, 2005. This is a onetime
appropriation and shall not become part of base
level funding for the 2004-2005 biennium.

[HIV/AIDS DRUG REBATES.] For the fiscal
year ending June 30, 2003, $1,150,000 of the
general fund appropriations for HIV/AIDS
grants and services that are no longer needed as a
result of greater than anticipated collections
under the AIDS drug assistance program rebate
must be used to meet funding needs of the state
prescription drug program.

[ADAP FUNDING.] For the fiscal year ending
June 30, 2003, $1,150,000 from the AIDS drug
assistance program (ADAP) rebate program shall
be used to meet the needs of the HIV/AIDS
grants and services program.

Subd. 4.  State-Operated
Services

General -0- 4,000,000

[STATE-OPERATED SERVICES
DEDICATED REVENUE ACCOUNTS.] The
commissioner of human services shall provide
the chairs of the house and senate health and
human services finance committees copies of all
dedicated revenue account quarterly and annual
financial statements that are reviewed by the
state-operated services governing board. The
annual financial statement must include a
summary of revenues, expenditures, obligations,
and cash balances. The description of cash
balances must specifically identify cash balances
included in funded depreciation accounts and in
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cash flow reserves for 120 days of operating
expense. The annual financial statement must
clearly delineate any amount of cash reserve that
is in excess of requirements for funded
depreciation and 120 days of operating expense.
Quarterly financial statements must be available
to the chairs within 30 days of the closing date
for that quarter. The annual financial statement
must be available by August 15 of each year.

[ONETIME APPROPRIATION.] Of the
appropriation for fiscal year 2003, $4,000,000 is
from the general fund to the commissioner of
human services for state-operated services. This
is a onetime appropriation and shall not become
part of base level funding.

[STATE-OPERATED SERVICES STUDY.]
The commissioner of human services, in
consultation with community representatives,
shall evaluate strategies to consolidate the
delivery of state-operated services. Strategies
shall be considered in the context of other
community-based services options. By January
15, 2003, the commissioner shall provide
recommendations to the 2003 legislature that
result from this evaluation.

[ONETIME REDUCTION TO SHARED
SERVICES DEDICATED REVENUES.] For
fiscal year 2003 only, $564,000 of fund balances
within the accounts established under Minnesota
Statutes, section 246.57, subdivision 1, shall be
transferred to the general fund.

Subd. 5.  Continuing Care
Grants

[FUNDING USAGE.] Up to 75 percent of the
fiscal year 2004 appropriations for family
preservation grants, developmental disability
semi-independent living services, developmental
disability family support, adult mental health
grants, and children’s mental health grants may
be used to fund calendar year 2003 allocations
for these programs, with the resulting calendar
year funding pattern continuing into the future.
Appropriation reductions associated with this
shift are one time only.

General 27,896,000 (4,863,000)

The amounts that may be spent from this
appropriation for each purpose are as follows:

(a) Medical Assistance
Long-Term Care Waivers and
Home Care Grants
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General 26,054,000 26,552,000

(b) Medical Assistance
Long-Term Care Facilities
Grants

General 1,815,000 (736,000)

(c) Group Residential
Housing Grants

General 27,000 689,000

(d) Chemical Dependency
Entitlement Grants

General -0- (1,000,000)

[ADDITIONAL CONSOLIDATED
CHEMICAL DEPENDENCY TREATMENT
FUND RESERVE TRANSFER.] In addition to
the amount transferred in Laws 2002, chapter
220, article 17, section 2, subdivision 6,
paragraph (e), an additional $7,000,000 of funds
available in the consolidated chemical
dependency treatment fund general reserve
account is transferred to the general fund in
fiscal year 2003.

(e) Community Social
Service Grants

General -0- (13,730,000)

(f) Mental Health
Grants

General -0- (13,635,000)

This reduction is one time only.

(g) Community Support
Grants

General -0- (3,003,000)

Subd. 6.  Economic
Support Grants

General 9,797,000 (1,950,000)

Federal TANF (7,383,000) 8,896,000

The amounts that may be spent from the
appropriation for each purpose are as follows:

(a) Assistance to Families
Grants

General 8,712,000 (3,740,000)

Federal TANF (7,383,000) 8,803,000

[AUTHORITY TO CARRYFORWARD
AUTHORIZED TRANSFER.] The $11,000,000
in TANF funds authorized for transfer to title
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XX of the federal Social Security Act grants in
fiscal year 2003 by Laws 1999, chapter 245,
article 1, section 2, subdivision 11, are available
for expenditure in fiscal year 2004.

(b) General Assistance
Grants

General 1,361,000 1,779,000

(c) Economic Support -
Other Assistance

Federal TANF -0- 93,000

[TANF TRANSFER TO THE DEPARTMENT
OF CHILDREN, FAMILIES, AND
LEARNING.] Of the TANF appropriation,
$93,000 in fiscal year 2003 is appropriated to the
commissioner of children, families, and learning
for the purposes of Minnesota Statutes, section
119B.05. The commissioner of human services
shall authorize a sufficient transfer of funds from
the state’s federal TANF block grant to the
state’s federal child care development fund block
grant to meet this appropriation.

(d) Minnesota Supplemental
Aid Grants

General (276,000) 11,000

Sec. 3.  COMMISSIONER OF HEALTH

Subdivision 1.  Total Appropriation -0- 4,000

Summary by Fund

State Government
Special Revenue -0- 4,000

Subd. 2.  Family and Provider
Compliance

State Government
Special Revenue -0- 4,000

[REGISTRATION COSTS.] This appropriation
in fiscal year 2003 is to the commissioner for the
costs of registering establishments under
Minnesota Statutes, section 144D.025.

Sec. 4.  VETERANS NURSING
HOMES BOARD

Summary by Fund

General -0- 900,000

[DEFICIENCY APPROPRIATION.] The
appropriation to the veterans nursing homes
board for fiscal year 2003 is for a deficiency in
board operations. This is a onetime appropriation
and shall not become part of base level funding
for the 2004-2005 biennium.
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Sec. 5. [VETERANS NURSING HOMES BOARD FUNDING.]

(a) Notwithstanding Minnesota Statutes, section 16B.31, subdivision 7, on July 1, 2002, the
commissioner of administration shall transfer to the veterans nursing homes board any remaining
portion of the payments received from contractors for the mold damage at the Luverne facility.

(b) Notwithstanding the provisions of Minnesota Statutes, section 16A.151, any payments
made during fiscal year 2003 from contractors to settle legal issues regarding the mold damage at
the Luverne facility are appropriated to the veterans nursing homes board.

(c) Total appropriations to the veterans nursing homes board under this section shall not exceed
$500,000.

Sec. 6. [EXEMPTIONS FROM REDUCTION IN CONTRACT EXPENDITURES AND
FROM HIRING FREEZE.]

For fiscal year 2003, the department of human services is exempt from the hiring freeze
established in Laws 2002, chapter 220, article 10, section 38, as amended by article 7, section 12,
and the contract moratorium established in Laws 2002, chapter 220, article 10, section 37, as
amended by article 7, section 11, and by Laws 2002, chapter 364, section 30, as it relates to the
establishment and implementation of a supplemental drug rebate program.

Sec. 7. [INCARCERATION REPORT.]

By February 1, 2003, the commissioner of corrections must report to the chairs and ranking
minority members of the house of representatives and senate committees having jurisdiction over
criminal justice and judiciary finance divisions alternatives for dealing with offenders who
actually serve less than one year in prison. This report shall include capital and operating costs,
possible partnerships, renting beds from public or private facilities, and current prison capacities.

Sec. 8. [FISCAL 2003 TANF MAINTENANCE OF EFFORT.]

The commissioner of human services must ensure that the maintenance of effort amount used
in the MFIP forecast of November 2002 and February 2003 is not less than $188,937,000 with
respect to fiscal year 2003.

Sec. 9. [SUNSET OF UNCODIFIED LANGUAGE.]

All uncodified language contained in this article expires June 30, 2003, unless a different
expiration date is explicit.

Sec. 10. [EFFECTIVE DATE.]

Except as otherwise provided in this article, this article is effective the day following final
enactment.

ARTICLE 10

HEALTH AND HUMAN SERVICES

Section 1. Minnesota Statutes 2000, section 13.05, subdivision 4, is amended to read:

Subd. 4. [LIMITATIONS ON COLLECTION AND USE OF DATA.] Private or confidential
data on an individual shall not be collected, stored, used, or disseminated by political subdivisions,
statewide systems, or state agencies for any purposes other than those stated to the individual at
the time of collection in accordance with section 13.04, except as provided in this subdivision.

(a) Data collected prior to August 1, 1975, and which have not been treated as public data, may
be used, stored, and disseminated for the purposes for which the data was originally collected or
for purposes which are specifically approved by the commissioner as necessary to public health,
safety, or welfare.

(b) Private or confidential data may be used and disseminated to individuals or agencies
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specifically authorized access to that data by state, local, or federal law enacted or promulgated
after the collection of the data.

(c) Private or confidential data may be used and disseminated to individuals or agencies
subsequent to the collection of the data when the responsible authority maintaining the data has
requested approval for a new or different use or dissemination of the data and that request has
been specifically approved by the commissioner as necessary to carry out a function assigned by
law.

(d) Private data may be used by and disseminated to any person or agency if the individual
subject or subjects of the data have given their informed consent. Whether a data subject has given
informed consent shall be determined by rules of the commissioner. Informed consent shall not be
deemed to have been given by an individual subject of the data by the signing of any statement
authorizing any person or agency to disclose information about the individual to an insurer or its
authorized representative, unless the statement is:

(1) in plain language;

(2) dated;

(3) specific in designating the particular persons or agencies the data subject is authorizing to
disclose information about the data subject;

(4) specific as to the nature of the information the subject is authorizing to be disclosed;

(5) specific as to the persons or agencies to whom the subject is authorizing information to be
disclosed;

(6) specific as to the purpose or purposes for which the information may be used by any of the
parties named in clause (5), both at the time of the disclosure and at any time in the future;

(7) specific as to its expiration date which should be within a reasonable period of time, not to
exceed one year except in the case of authorizations given in connection with applications for (i)
life insurance or noncancelable or guaranteed renewable health insurance and identified as such,
two years after the date of the policy or (ii) medical assistance under chapter 256B or
MinnesotaCare under chapter 256L, which shall be ongoing during all terms of eligibility, for
individual education plan health-related services provided by a school district under section
125A.21, subdivision 2.

The responsible authority may require a person requesting copies of data under this paragraph
to pay the actual costs of making, certifying, and compiling the copies.

(e) Private or confidential data on an individual may be discussed at a meeting open to the
public to the extent provided in section 13D.05.

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

Sec. 2. Minnesota Statutes 2001 Supplement, section 241.021, subdivision 4, is amended to
read:

Subd. 4. [HEALTH CARE.] The commissioner of corrections shall provide professional health
care to persons confined in institutions under the control of the commissioner of corrections and
pay the costs of their care in hospitals and other medical facilities not under the control of the
commissioner of corrections. All reimbursements for these health care services shall be deposited
in the general fund. The commissioner of corrections is authorized to contract with or reimburse
entities, including health care management companies, to provide health care to inmates, at
reimbursement rates equal to medical assistance unless otherwise negotiated. With respect to these
contracts, these entities shall not be regulated as, or otherwise considered to be, health plan
companies as defined in section 62Q.01, subdivision 4.

Sec. 3. Minnesota Statutes 2000, section 241.44, is amended by adding a subdivision to read:
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Subd. 5. [GRANTS.] The ombudsman may apply for and receive grants from public and
private entities for purposes of carrying out the ombudsman’s powers and duties under sections
241.41 to 241.45.

Sec. 4. Minnesota Statutes 2000, section 256.9657, subdivision 1, as amended by Laws 2002,
chapter 220, article 14, section 5, is amended to read:

Subdivision 1. [NURSING HOME LICENSE SURCHARGE.] (a) Effective July 1, 1993, each
non-state-operated nursing home licensed under chapter 144A shall pay to the commissioner an
annual surcharge according to the schedule in subdivision 4. The surcharge shall be calculated as
$620 per licensed bed. If the number of licensed beds is reduced, the surcharge shall be based on
the number of remaining licensed beds the second month following the receipt of timely notice by
the commissioner of human services that beds have been delicensed. The nursing home must
notify the commissioner of health in writing when beds are delicensed. The commissioner of
health must notify the commissioner of human services within ten working days after receiving
written notification. If the notification is received by the commissioner of human services by the
15th of the month, the invoice for the second following month must be reduced to recognize the
delicensing of beds. Beds on layaway status continue to be subject to the surcharge. The
commissioner of human services must acknowledge a medical care surcharge appeal within 30
days of receipt of the written appeal from the provider.

(b) Effective July 1, 1994, the surcharge in paragraph (a) shall be increased to $625.

(c) Effective August 15, 2003, the surcharge under paragraph (b) shall be increased by an
amount necessary to ensure a net gain to the general fund of $9,620,000 during fiscal year 2004 as
a result of:

(1) the total transfers anticipated during the fiscal year ending June 30, 2004, under section
256B.19, subdivision 1d, paragraph (c);

(2) the county nursing home payment adjustments under section 256B.431, subdivision 23,
paragraph (c);

(3) the surcharges under this paragraph; and

(4) the nursing facility rate increases under section 256B.431, subdivision 37.

The increase under this paragraph shall not exceed $365 per bed.

(d) Effective August 15, 2004 2002, the surcharge under paragraph (c) (b) shall be equal to an
amount necessary to ensure a net gain to the general fund each fiscal year of $10,228,000 as a
result of: increased to $990.

(1) the total transfers anticipated during the fiscal year under section 256B.19, subdivision 1d,
paragraph (c);

(2) the county nursing home payment adjustments under section 256B.431, subdivision 23,
paragraph (c);

(3) the surcharges under this paragraph; and

(4) the nursing facility rate increases under section 256B.431, subdivision 37.

The surcharge under this paragraph shall not exceed $365 per bed.

Sec. 5. Minnesota Statutes 2000, section 256B.431, subdivision 23, as amended by Laws 2002,
chapter 220, article 14, section 9, is amended to read:

Subd. 23. [COUNTY NURSING HOME PAYMENT ADJUSTMENTS.] (a) Beginning in
1994, the commissioner shall pay a nursing home payment adjustment on May 31 after noon to a
county in which is located a nursing home that, as of January 1 of the previous year on that date,
was county-owned and operated, with the county named as licensee by the commissioner of
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health, and had over 40 beds and medical assistance occupancy in excess of 50 percent during the
reporting year ending September 30, 1991. The adjustment shall be an amount equal to $16 per
calendar day multiplied by the number of beds licensed in the facility as of September 30, 1991.

(b) Payments under paragraph (a) are excluded from medical assistance per diem rate
calculations. These payments are required notwithstanding any rule prohibiting medical assistance
payments from exceeding payments from private pay residents. A facility receiving a payment
under paragraph (a) may not increase charges to private pay residents by an amount equivalent to
the per diem amount payments under paragraph (a) would equal if converted to a per diem.

(c) Beginning in 2002, in addition to any payment under paragraph (a), the commissioner shall
pay to a nursing facility described in paragraph (a) an adjustment in an amount equal to $29.55 per
calendar day multiplied by the number of beds licensed in the facility on that date. The provisions
of paragraphs (a) and (b) apply to payments under this paragraph.

(d) The commissioner may reduce payments under paragraph (c) based on the commissioner’s
determination of Medicare upper payment limits. Any adjustments must be proportional to
adjustments made under section 256B.19, subdivision 1d, paragraph (d).

Sec. 6. Minnesota Statutes 2000, section 256B.431, subdivision 37, as added by Laws 2002,
chapter 220, article 14, section 10, is amended to read:

Subd. 37. [NURSING HOME RATE INCREASES EFFECTIVE JULY 1, 2003 2002.] For rate
years beginning on or after July 1, 2003 2002, the commissioner shall provide to each nursing
home reimbursed under this section or section 256B.434 an increase in each case mix payment
rate equal to the increase in the per-bed surcharge paid under section 256.9657, subdivision 1,
paragraph (c) or (d), divided by 365 and further divided by .80. The increase under this
subdivision shall be added following the determination of the payment rate for the home under this
chapter. The increase shall not be subject to any annual percentage increase.

Sec. 7. Minnesota Statutes 2001 Supplement, section 256B.5013, subdivision 1, as amended by
Laws 2002, chapter 220, article 14, section 14, is amended to read:

Subdivision 1. [VARIABLE RATE ADJUSTMENTS.] (a) For rate years beginning on or after
October 1, 2000, when there is a documented increase in the needs of a current ICF/MR recipient,
the county of financial responsibility may recommend a variable rate to enable the facility to meet
the individual’s increased needs. Variable rate adjustments made under this subdivision replace
payments for persons with special needs under section 256B.501, subdivision 8, and payments for
persons with special needs for crisis intervention services under section 256B.501, subdivision 8a.
Effective July 1, 2003, facilities with a base rate above the 50th percentile of the statewide average
reimbursement rate for a Class A facility or Class B facility, whichever matches the facility
licensure, are not eligible for a variable rate adjustment. Variable rate adjustments may not exceed
a 12-month period, except when approved for purposes established in paragraph (b), clause (1).
Variable rate adjustments approved solely on the basis of changes on a developmental disabilities
screening document will end June 30, 2002.

(b) A variable rate may be recommended by the county of financial responsibility for increased
needs in the following situations:

(1) a need for resources due to an individual’s full or partial retirement from participation in a
day training and habilitation service when the individual: (i) has reached the age of 65 or has a
change in health condition that makes it difficult for the person to participate in day training and
habilitation services over an extended period of time because it is medically contraindicated; and
(ii) has expressed a desire for change through the mental retardation and related conditions
screening process under section 256B.092;

(2) a need for additional resources for intensive short-term programming which is necessary
prior to an individual’s discharge to a less restrictive, more integrated setting;

(3) a demonstrated medical need that significantly impacts the type or amount of services
needed by the individual; or
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(4) a demonstrated behavioral need that significantly impacts the type or amount of services
needed by the individual.

(c) The county of financial responsibility must justify the purpose, the projected length of time,
and the additional funding needed for the facility to meet the needs of the individual.

(d) The facility shall provide a quarterly report to the county case manager on the use of the
variable rate funds and the status of the individual on whose behalf the funds were approved. The
county case manager will forward the facility’s report with a recommendation to the commissioner
to approve or disapprove a continuation of the variable rate.

(e) Funds made available through the variable rate process that are not used by the facility to
meet the needs of the individual for whom they were approved shall be returned to the state.

Sec. 8. Minnesota Statutes 2000, section 256E.06, subdivision 3, is amended to read:

Subd. 3. [PAYMENTS TO COUNTIES.] The commissioner of human services shall make
payments for community social services to each county in four installments per on or before July
10 of each year. The commissioner of human services may certify the payments for the first three
months of a calendar year based on estimates of the unduplicated number of persons receiving
Minnesota family investment program assistance, general assistance, and medical assistance for
the prior year. The following three payments shall be adjusted to reflect the actual unduplicated
number of persons who received Minnesota family investment program assistance, general
assistance, and medical assistance as required by subdivision 1. The commissioner shall ensure
that the pertinent payment of the allotment for that quarter is made to each county on the first
working day after the end of each quarter of the calendar year, except for the last quarter of the
calendar year. The commissioner shall ensure that each county receives its payment of the
allotment for that quarter no later than the last working day of that quarter. This scheduling of
payments does not require compliance with subdivision 10.

Sec. 9. Minnesota Statutes 2001 Supplement, section 256J.425, subdivision 3, is amended to
read:

Subd. 3. [HARD-TO-EMPLOY PARTICIPANTS.] An assistance unit subject to the time limit
in section 256J.42, subdivision 1, in which any participant has received 60 counted months of
assistance, is eligible to receive months of assistance under a hardship extension if the participant
belongs to any of the following groups:

(1) a person who is diagnosed by a licensed physician, psychological practitioner, or other
qualified professional, as mentally retarded or mentally ill, and that condition prevents the person
from obtaining or retaining unsubsidized employment;

(2) a person who:

(i) has been assessed by a vocational specialist or the county agency to be unemployable for
purposes of this subdivision; or

(ii) has an IQ below 80 who has been assessed by a vocational specialist or a county agency to
be employable, but not at a level that makes the participant eligible for an extension under
subdivision 4 or, in the case of a non-English-speaking person for whom it is not possible to
provide a determination due to language barriers or absence of culturally appropriate assessment
tools, is determined by a qualified professional to have an IQ below 80. A person is considered
employable if positions of employment in the local labor market exist, regardless of the current
availability of openings for those positions, that the person is capable of performing; or

(3) a person who is determined by the county agency to be learning disabled or, in the case of a
non-English-speaking person for whom it is not possible to provide a medical diagnosis due to
language barriers or absence of culturally appropriate assessment tools, is determined by a
qualified professional to have a learning disability. If a rehabilitation plan for the person is
developed or approved by the county agency, the plan must be incorporated into the employment
plan. However, a rehabilitation plan does not replace the requirement to develop and comply with
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an employment plan under section 256J.52. For purposes of this section, "learning disabled"
means the applicant or recipient has a disorder in one or more of the psychological processes
involved in perceiving, understanding, or using concepts through verbal language or nonverbal
means. The disability must severely limit the applicant or recipient in obtaining, performing, or
maintaining suitable employment. Learning disabled does not include learning problems that are
primarily the result of visual, hearing, or motor handicaps; mental retardation; emotional
disturbance; or due to environmental, cultural, or economic disadvantage; or

(4) a person who is a victim of family violence as defined in section 256J.49, subdivision 2, and
who is participating in an alternative employment plan under section 256J.49, subdivision 1a.

Sec. 10. Minnesota Statutes 2001 Supplement, section 256J.425, subdivision 4, is amended to
read:

Subd. 4. [EMPLOYED PARTICIPANTS.] (a) An assistance unit subject to the time limit
under section 256J.42, subdivision 1, in which any participant has received 60 months of
assistance, is eligible to receive assistance under a hardship extension if the participant belongs to:

(1) a one-parent assistance unit in which the participant is participating in work activities for at
least 30 hours per week, of which an average of at least 25 hours per week every month are spent
participating in employment; or

(2) a two-parent assistance unit in which the participants are participating in work activities for
at least 55 hours per week, of which an average of at least 45 hours per week every month are
spent participating in employment; or

(3) an assistance unit in which a participant is participating in employment for fewer hours than
those specified in clause (1), and the participant submits verification from a health care provider,
in a form acceptable to the commissioner, stating that the number of hours the participant may
work is limited due to illness or disability, as long as the participant is participating in employment
for at least the number of hours specified by the health care provider. The participant must be
following the treatment recommendations of the health care provider providing the verification.
The commissioner shall develop a form to be completed and signed by the health care provider,
documenting the diagnosis and any additional information necessary to document the functional
limitations of the participant that limit work hours. If the participant is part of a two-parent
assistance unit, the other parent must be treated as a one-parent assistance unit for purposes of
meeting the work requirements under this subdivision.

For purposes of this section, employment means:

(1) unsubsidized employment under section 256J.49, subdivision 13, clause (1);

(2) subsidized employment under section 256J.49, subdivision 13, clause (2);

(3) on-the-job training under section 256J.49, subdivision 13, clause (4);

(4) an apprenticeship under section 256J.49, subdivision 13, clause (19);

(5) supported work. For purposes of this section, "supported work" means services supporting a
participant on the job which include, but are not limited to, supervision, job coaching, and
subsidized wages;

(6) a combination of (1) to (5); or

(7) child care under section 256J.49, subdivision 13, clause (25), if it is in combination with
paid employment.

(b) If a participant is complying with a child protection plan under chapter 260C, the number of
hours required under the child protection plan count toward the number of hours required under
this subdivision.

(c) The county shall provide the opportunity for subsidized employment to participants needing
that type of employment within available appropriations.
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(d) To be eligible for a hardship extension for employed participants under this subdivision, a
participant in a one-parent assistance unit or both parents in a two-parent assistance unit must be in
compliance for at least ten out of the 12 months immediately preceding the participant’s 61st
month on assistance. If only one parent in a two-parent assistance unit fails to be in compliance ten
out of the 12 months immediately preceding the participant’s 61st month, the county shall give the
assistance unit the option of disqualifying the noncompliant parent. If the noncompliant participant
is disqualified, the assistance unit must be treated as a one-parent assistance unit for the purposes
of meeting the work requirements under this subdivision and the assistance unit’s MFIP grant shall
be calculated using the shared household standard under section 256J.08, subdivision 82a.

(e) The employment plan developed under section 256J.52, subdivision 5, for participants
under this subdivision must contain the number of hours specified in paragraph (a) related to
employment and work activities. The job counselor and the participant must sign the employment
plan to indicate agreement between the job counselor and the participant on the contents of the
plan.

(f) Participants who fail to meet the requirements in paragraph (a), without good cause under
section 256J.57, shall be sanctioned or permanently disqualified under subdivision 6. Good cause
may only be granted for that portion of the month for which the good cause reason applies.
Participants must meet all remaining requirements in the approved employment plan or be subject
to sanction or permanent disqualification.

(g) If the noncompliance with an employment plan is due to the involuntary loss of
employment, the participant is exempt from the hourly employment requirement under this
subdivision for one month. Participants must meet all remaining requirements in the approved
employment plan or be subject to sanction or permanent disqualification. This exemption is
available to one-parent assistance units two times in a 12-month period, and two-parent assistance
units, two times per parent in a 12-month period.

(h) This subdivision expires on June 30, 2004.

Sec. 11. Minnesota Statutes 2000, section 256J.425, is amended by adding a subdivision to
read:

Subd. 4a. [HARDSHIP EXTENSION PENDING DOCUMENTATION.] If the documentation
needed to determine if a participant is eligible for a hardship extension under subdivision 2 or 3 is
not available by the 60th month, the county agency may extend the participant pending receipt of
the documentation if the county believes the participant is likely to qualify for a hardship
extension and the participant is cooperating with efforts to obtain the documentation. If the
participant is found to be not eligible for an extension, the participant may be responsible for an
overpayment.

Sec. 12. Minnesota Statutes 2001 Supplement, section 256J.425, subdivision 5, is amended to
read:

Subd. 5. [ACCRUAL OF CERTAIN EXEMPT MONTHS.] (a) A participant who received
TANF assistance that counted towards the federal 60-month time limit while the participant was
exempt under section 256J.56, paragraph (a), clause (7), from employment and training services
requirements and who is no longer eligible for assistance under a hardship extension under
subdivision 2, paragraph (a), clause (3), is eligible for assistance under a hardship extension for a
period of time equal to the number of months that were counted toward the federal 60-month time
limit while the participant was exempt under section 256J.56, paragraph (a), clause (7), from the
employment and training services requirements.

(b) A participant who received TANF assistance that counted towards the federal 60-month
time limit while the participant met the state time limit exemption criteria under section 256J.42,
subdivision 4 or 5, is eligible for assistance under a hardship extension for a period of time equal
to the number of months that were counted toward the federal 60-month time limit while the
participant met the state time limit exemption criteria under section 256J.42, subdivision 5.
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(c) A participant who received TANF assistance that counted towards the federal 60-month
time limit while the participant was exempt under section 256J.56, paragraph (a), clause (3), from
employment and training services requirements, who demonstrates at the time of the case review
required under section 256J.42, subdivision 6, that the participant met the exemption criteria under
section 256J.56, paragraph (a), clause (7), during one or more months the participant was exempt
under section 256J.56, paragraph (a), clause (3), before or after July 1, 2002, is eligible for
assistance under a hardship extension for a period of time equal to the number of months that were
counted toward the federal 60-month time limit during the time the participant met the criteria
under section 256J.56, paragraph (a), clause (7). At the time of the case review, a county agency
must explain to the participant the basis for receiving a hardship extension based on the accrual of
exempt months. The participant must provide documentation necessary to enable the county
agency to determine whether the participant is eligible to receive a hardship extension based on
the accrual of exempt months or authorize a county agency to verify the information.

Sec. 13. Minnesota Statutes 2000, section 256L.01, subdivision 4, is amended to read:

Subd. 4. [GROSS INDIVIDUAL OR GROSS FAMILY INCOME.] (a) "Gross individual or
gross family income" for farm and nonfarm self-employed means income calculated using as the
baseline the adjusted gross income reported on the applicant’s federal income tax form for the
previous year and adding back in reported depreciation, carryover loss, and net operating loss
amounts that apply to the business in which the family is currently engaged.

(b) "Gross individual or gross family income" for farm self-employed means income calculated
using as the baseline the adjusted gross income reported on the applicant’s federal income tax
form for the previous year and adding back in reported depreciation amounts that apply to the
business in which the family is currently engaged.

(c) Applicants shall report the most recent financial situation of the family if it has changed
from the period of time covered by the federal income tax form. The report may be in the form of
percentage increase or decrease.

Sec. 14. Laws 2001, First Special Session chapter 9, article 2, section 74, is amended to read:

Sec. 74. [ELIGIBILITY EXCEPTION TO THE PRESCRIPTION DRUG PROGRAM.]

Notwithstanding the requirements of Minnesota Statutes, section 256.955, subdivision 2,
paragraph (d), from March 1, 2001, to June 30, 2002 2003, the definition of a "qualified
individual" in the prescription drug program established under Minnesota Statutes, section
256.955, shall include an individual who:

(1) was enrolled in the prescription drug program prior to March 1, 2001;

(2) was enrolled in a Medicare risk plan prior to March 1, 2001, to which an annual prescription
drug benefit of $400 was added on March 1, 2001; and

(3) meets the requirements described in Minnesota Statutes, section 256.955, subdivision 2,
paragraph (d), clauses (1) and (5), and subdivision 2a.

The prescription benefit offered by the Medicare risk plan shall be primary to benefits provided
under the prescription drug program.

ARTICLE 11

GENERAL FUND CONVERSION TO BOND FUNDS

Section 1. [INTENT.]

This article intends to return to the unreserved general fund $75,043,000 by changing the fund
source of the projects listed in this article in the amounts shown in sections 2 to 14, by decreasing
the appropriation from the general fund and by appropriating an equal amount from the aggregate
of the bond proceeds fund and the transportation fund. This action changes the designation of the
fund sources made under the cumulative effect of Laws 1998, chapter 404; Laws 1999, chapter
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250; and Laws 2000, chapters 479 and 492. This article also makes a new appropriation of
$77,000 from the bond proceeds fund for bond sale expenses in connection with the bonds
authorized in this article.

Sec. 2. [CAPITAL IMPROVEMENT APPROPRIATIONS.]

The sums in the column under "APPROPRIATIONS" are appropriated from the bond proceeds
fund or other named fund to the state agencies or officials indicated, to be spent for public
purposes, including to acquire and to better public land and buildings and other public
improvements of a capital nature, as specified in this article.

SUMMARY

UNIVERSITY OF MINNESOTA $500,000

CHILDREN, FAMILIES, AND LEARNING 500,000

NATURAL RESOURCES 6,973,000

WATER AND SOIL RESOURCES BOARD 300,000

ADMINISTRATION 43,350,000

CAPITOL AREA ARCHITECTURAL AND
PLANNING BOARD 250,000

AMATEUR SPORTS COMMISSION 690,000

TRANSPORTATION 13,590,000

HUMAN SERVICES 1,500,000

CORRECTIONS 250,000

TRADE AND ECONOMIC DEVELOPMENT 5,590,000

MINNESOTA HISTORICAL SOCIETY 1,550,000

BOND SALE EXPENSES 77,000

TOTAL $75,120,000

Bond Proceeds Fund 61,530,000

Transportation Fund 13,590,000

APPROPRIATIONS

$

Sec. 3.  UNIVERSITY OF MINNESOTA 500,000

To the board of regents of the University of
Minnesota for 1998 Higher Education Asset
Preservation and Replacement.

Sec. 4.  CHILDREN, FAMILIES, AND LEARNING 500,000

To the commissioner of children, families, and
learning for 1998 Early Childhood Learning
Facilities.

Sec. 5.  NATURAL RESOURCES

Subdivision 1.  To the commissioner
of natural resources for the purposes
specified in this section 6,973,000

Subd. 2.  1998 Park Building Rehabilitation 500,000

Subd. 3.  1998 Park Betterment
and Rehabilitation 500,000
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Subd. 4.  1998 Forest Roads and Bridges 750,000

Subd. 5.  1998 Metro Greenways Acquisition 2,000,000

Subd. 6.  Safe Harbors Program 3,223,000

Sec. 6.  BOARD OF WATER AND
SOIL RESOURCES 300,000

To the board of water and soil resources for local
road replacement.

Sec. 7.  ADMINISTRATION

Subdivision 1.  To the commissioner of
administration for the purposes specified
in this section 45,350,000

Subd. 2.  2000 Asset Preservation 350,000

Subd. 3.  2000 Bureau of Criminal
Apprehension Facility 40,000,000

Subd. 4.  2000 Property Acquisition 450,000

Subd. 5.  1998 Asset Preservation 1,250,000

Subd. 6.  1998 Real Property Acquisition 1,000,000

Subd. 7.  1998 BCA Land Acquisition 300,000

Sec. 8.  CAPITOL AREA ARCHITECTURAL
AND PLANNING BOARD 250,000

To the commissioner of administration for the
HHH Memorial.

Sec. 9.  AMATEUR SPORTS COMMISSION 690,000

To the amateur sports commission for the Giants
Ridge Facility.

Sec. 10.  TRANSPORTATION

Subdivision 1.  To the commissioner of
transportation for the purposes specified
in this section 13,590,000

This appropriation is from the transportation
fund.

Subd. 2.  2000 County and Local Bridges 13,000,000

Subd. 3.  1998 CSAH Highway 90 590,000

Sec. 11.  HUMAN SERVICES 1,500,000

To the commissioner of administration for 1998
Asset Preservation.

Sec. 12.  CORRECTIONS 250,000

To the commissioner of administration for 1998
Asset Preservation.

Sec. 13.  TRADE AND ECONOMIC DEVELOPMENT 5,590,000

To the commissioner of trade and economic
development for 2000 Wastewater Infrastructure.
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Sec. 14.  MINNESOTA HISTORICAL SOCIETY

Subdivision 1.  To the Minnesota
historical society for the purposes
specified in this section 1,550,000

Subd. 2.  1998 Historic Site
Preservation and Repair 850,000

Subd. 3.  Split Rock Lighthouse 700,000

Sec. 15.  BOND SALE EXPENSES 77,000

To the commissioner of finance for
bond sale expenses under Minnesota
Statutes, section 16A.641, subdivision 8.

Sec. 16. [IDENTICAL PROJECTS.]

The purpose and use of appropriations in this article are for the same purpose and use and for
identical projects as authorized in Laws 1998, chapter 404; Laws 1999, chapter 250; and Laws
2000, chapters 479 and 492. Except for the fund source of unspent parts of the appropriations
listed in this article, this article does not change or limit the purpose and use of the appropriations
and related requirements in Laws 1998, chapter 404; Laws 1999, chapter 250; and Laws 2000,
chapters 479 and 492.

Sec. 17. [BOND SALE AUTHORIZATIONS.]

Subdivision 1. [BOND PROCEEDS FUND.] To provide the money appropriated in this article
from the bond proceeds fund, the commissioner of finance shall sell and issue bonds of the state in
an amount up to $61,530,000 in the manner, upon the terms, and with the effect prescribed by
Minnesota Statutes, sections 16A.631 to 16A.675, and by the Minnesota Constitution, article XI,
sections 4 to 7.

Subd. 2. [TRANSPORTATION FUND.] To provide the money appropriated in this article
from the transportation fund, the commissioner of finance shall sell and issue bonds of the state in
an amount up to $13,590,000 in the manner, upon the terms, and with the effect prescribed by
Minnesota Statutes, sections 16A.631 to 16A.675, and by the Minnesota Constitution, article XI,
sections 4 to 7. The proceeds of the bonds, except accrued interest and any premium received on
the sale of the bonds, must be credited to a bond proceeds account in the state transportation fund.

Sec. 18. [CANCELLATION TO GENERAL FUND.]

Money appropriated from the general fund pursuant to 1998, 1999, and 2000 acts and not yet
spent for the projects listed in this article is canceled to the general fund in the amount shown for
each project.

Sec. 19. [EFFECTIVE DATE.]

This article is effective the day following final enactment."

Delete the title and insert:

"A bill for an act relating to the financing of state government; appropriating money and
reducing appropriations for kindergarten through grade 12, early childhood and family education,
higher education, environment, state government, and health and human services; canceling
balances and appropriations and transferring balances to the general fund in order to avert a
deficit; converting certain capital project financing from general fund cash to general obligation
bonding; modifying education levies and aids; transferring programs; changing certain fees;
modifying certain programs; amending Minnesota Statutes 2000, sections 13.05, subdivision 4;
16A.28, subdivision 6; 16B.27, by adding a subdivision; 79.251, subdivision 1; 115A.557,
subdivision 1; 115A.96, subdivisions 2, 3, 4, 5, 7, as added; 124D.69, by adding a subdivision;
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125A.65, subdivisions 1, 3, 8, 9; 127A.45, subdivisions 2, 3, 10, 13, 14, 16, by adding a
subdivision; 136A.121, subdivision 7; 144.395, subdivision 1, as amended; 241.44, by adding a
subdivision; 256.9657, subdivision 1, as amended; 256B.431, subdivisions 23, as amended, 37, as
added; 256E.06, subdivision 3; 256J.425, by adding a subdivision; 256L.01, subdivision 4;
Minnesota Statutes 2001 Supplement, sections 62J.694, subdivision 1; 123B.54, as amended;
124D.11, subdivision 9; 126C.10, subdivision 13; 126C.17, subdivision 7; 127A.45, subdivision
14a; 241.021, subdivision 4; 256B.5013, subdivision 1, as amended; 256J.425, subdivisions 3, 4,
5; Laws 1997, chapter 202, article 2, section 61, as amended; Laws 2001, First Special Session
chapter 3, article 1, section 17, subdivision 2; Laws 2001, First Special Session chapter 3, article 1,
section 17, subdivision 3, as amended; Laws 2001, First Special Session chapter 3, article 1,
section 17, subdivision 4; Laws 2001, First Special Session chapter 3, article 1, section 17,
subdivision 7, as amended; Laws 2001, First Special Session chapter 3, article 1, section 17,
subdivision 9, as amended; Laws 2001, First Special Session chapter 3, article 1, section 19,
subdivision 3, as amended; Laws 2001, First Special Session chapter 3, article 1, section 19,
subdivision 5, as amended; Laws 2001, First Special Session chapter 3, article 2, section 15,
subdivision 3, as amended; Laws 2001, First Special Session chapter 3, article 2, section 15,
subdivision 4; Laws 2001, First Special Session chapter 3, article 2, section 15, subdivision 6;
Laws 2001, First Special Session chapter 3, article 3, section 9, subdivision 5; Laws 2001 First
Special Session chapter 3, article 3, section 9, subdivision 7; Laws 2001, First Special Session
chapter 3, article 4, section 5, subdivision 2, as amended; Laws 2001, First Special Session chapter
3, article 4, section 5, subdivision 3; Laws 2001, First Special Session chapter 5, article 2, section
29, subdivision 2, as amended; Laws 2001, First Special Session chapter 6, article 1, section 54,
subdivision 2, as amended; Laws 2001, First Special Session chapter 6, article 1, section 54,
subdivision 4, as amended; Laws 2001, First Special Session chapter 6, article 1, section 54,
subdivision 5, as amended; Laws 2001, First Special Session chapter 6, article 1, section 54,
subdivision 6, as amended; Laws 2001, First Special Session chapter 6, article 1, section 54,
subdivision 7, as amended; Laws 2001, First Special Session chapter 6, article 2, section 77,
subdivision 4, as amended; Laws 2001, First Special Session chapter 6, article 2, section 77,
subdivision 5, as amended; Laws 2001, First Special Session chapter 6, article 2, section 77,
subdivision 6; Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 8, as
amended; Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 11, as
amended; Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 15, as
amended; Laws 2001, First Special Session chapter 6, article 2, section 77, subdivision 18, as
amended; Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 2, as
amended; Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 3, as
amended; Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 4, as
amended; Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 5, as
amended; Laws 2001, First Special Session chapter 6, article 3, section 21, subdivision 7, as
amended; Laws 2001, First Special Session chapter 6, article 4, section 27, subdivision 2, as
amended; Laws 2001, First Special Session chapter 6, article 4, section 27, subdivision 3, as
amended; Laws 2001, First Special Session chapter 6, article 4, section 27, subdivision 5, as
amended; Laws 2001, First Special Session chapter 6, article 5, section 13, subdivision 3; Laws
2001, First Special Session chapter 6, article 7, section 14, as amended; Laws 2001, First Special
Session chapter 9, article 2, section 74; Laws 2002, chapter 220, article 2, section 14, subdivision
1; Laws 2002, chapter 220, article 8, section 15; Laws 2002, chapter 220, article 10, section 4;
Laws 2002, chapter 220, article 10, section 36; Laws 2002, chapter 220, article 10, section 37, as
amended; Laws 2002 chapter 220, article 10, section 38, subdivision 2; Laws 2002, chapter 220,
article 10, section 38, subdivision 3; Laws 2002, chapter 220, article 10, section 39; Laws 2002,
chapter 220, article 13, section 7; Laws 2002, chapter 220, article 13, section 9, subdivision 1;
Laws 2002, chapter 220, article 13, section 9, subdivision 2."

We request adoption of this report and repassage of the bill.

House Conferees: (Signed) Kevin Goodno, Philip Krinkie, Alice Seagren, Ron Abrams,
Thomas Pugh

Senate Conferees: (Signed) Douglas J. Johnson, Linda Berglin, Lawrence J. Pogemiller, Dick
Day, Leonard R. Price
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Senator Johnson, Doug moved that the foregoing recommendations and Conference Committee
Report on H.F. No. 3270 be now adopted, and that the bill be repassed as amended by the
Conference Committee. The motion prevailed. So the recommendations and Conference
Committee Report were adopted.

CALL OF THE SENATE

Senator Betzold imposed a call of the Senate for the balance of the proceedings on H.F. No.
3270. The Sergeant at Arms was instructed to bring in the absent members.

H.F. No. 3270 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 51 and nays 14, as follows:

Those who voted in the affirmative were:
Bachmann Hottinger Krentz Pariseau Schwab
Belanger Johnson, Dave Langseth Pogemiller Solon, Y.P.
Berg Johnson, Dean Larson Price Stevens
Betzold Johnson, Debbie Lesewski Reiter Tomassoni
Cohen Johnson, Doug Limmer Rest Vickerman
Day Kelley, S.P. Metzen Robertson Wiener
Dille Kierlin Moe, R.D. Robling Wiger
Fischbach Kinkel Neuville Sabo
Fowler Kiscaden Olson Sams
Frederickson Kleis Orfield Samuelson
Higgins Knutson Ourada Scheid

Those who voted in the negative were:
Anderson Foley Marty Pappas Scheevel
Berglin Lessard Moua Ranum Stumpf
Chaudhary Lourey Murphy Ring

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

S.F. No. 3431 and the Conference Committee Report thereon were reported to the Senate.

CONFERENCE COMMITTEE REPORT ON S.F. NO. 3431

A bill for an act relating to employment; regulating eligibility for unemployment compensation
benefits; providing for a special assessment for interest on federal loans; providing for extended
unemployment compensation benefits; providing for unemployment insurance and workforce
development fund taxes; providing extended benefits for airline industry, Fingerhut Companies,
Inc., Farmland Foods Company, Potlatch Corporation, Harsco, Incorporated, and SPX-DeZurik
employees; making housekeeping changes related to the department of trade and economic
development; repealing certain authority given to city of Chisago relating to annexation
arguments; requiring an OSHA ergonomics standard; prohibiting employers from charging certain
expenses to employees; regulating redevelopment grants; allowing foster parents to take certain
leaves; providing certain youth employment to construct early childhood program facilities;
reinstating a repealed law; providing unemployment benefits to certain employees doing food
service contract work for school districts; requiring the public utilities commission to study criteria
for certain energy source acquisitions; requiring a study on unemployment trust fund solvency by
the unemployment insurance advisory council; regulating use of state dislocated worker program
grants; amending Minnesota Statutes 2000, sections 48.24, subdivision 5; 116J.565, subdivision 1;
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116J.58, subdivision 1; 116J.9665, subdivisions 1, 4, 6; 116M.14, subdivision 4; 116M.18,
subdivisions 2, 3, 4, 4a, 5, 8, by adding a subdivision; 119A.45; 181.9412, by adding a
subdivision; 268.035, subdivision 24; 268.051, subdivision 8; 268.085, subdivision 8; 298.22,
subdivision 7, by adding a subdivision; Minnesota Statutes 2001 Supplement, sections 116L.17,
subdivision 5; 268.022, subdivision 1; 268.035, subdivision 4; 268.07, subdivisions 1, 2; Laws
2001, First Special Session chapter 4, article 1, section 2, subdivision 5; Laws 2001, First Special
Session chapter 4, article 2, section 31; proposing coding for new law in Minnesota Statutes,
chapter 181; repealing Minnesota Statutes 2000, sections 116J.9672; 116J.9673; Laws 2001, First
Special Session chapter 5, article 3, section 88.

May 15, 2002

The Honorable Don Samuelson
President of the Senate

The Honorable Steve Sviggum
Speaker of the House of Representatives

We, the undersigned conferees for S.F. No. 3431, report that we have agreed upon the items in
dispute and recommend as follows:

That the House recede from its amendments and that S.F. No. 3431 be further amended as
follows:

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

UNEMPLOYMENT INSURANCE

Section 1. Minnesota Statutes 2000, section 268.051, subdivision 8, is amended to read:

Subd. 8. [SOLVENCY SPECIAL ASSESSMENT FOR INTEREST ON FEDERAL LOAN.]
(a) If the fund balance is less than $150,000,000 on June 30 October 31 of any year, the
commissioner, in consultation with the commissioner of finance, determines that an interest
payment will be due during the following calendar year on any loan from the federal
unemployment trust fund under section 268.194, subdivision 6, a solvency special assessment on
taxpaying employers will be in effect for the following calendar year. The taxpaying employer
shall pay quarterly a solvency The legislature authorizes the commissioner, in consultation with
the commissioner of finance, to determine the appropriate level of the assessment, of ten from two
percent to eight percent of the quarterly unemployment taxes due, that will be necessary to pay the
interest due on the loan.

(b) The solvency special assessment shall be placed into a special account from which the
commissioner shall pay any interest accruing that has accrued on any loan from the federal
unemployment trust fund provided for under section 268.194, subdivision 6. If, at the end of each
calendar quarter, the commissioner, in consultation with the commissioner of finance, determines
that the balance in this special account, including interest earned on the special account, is more
than is necessary to pay the interest which has accrued on any loan as of that date, or will accrue
over the following calendar quarter, the commissioner shall immediately pay to the fund the
amount in excess of that necessary to pay the interest on any loan.

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

Sec. 2. Minnesota Statutes 2000, section 270B.14, subdivision 8, is amended to read:

Subd. 8. [EXCHANGE BETWEEN DEPARTMENTS OF LABOR AND INDUSTRY AND
REVENUE.] The departments of labor and industry and revenue may exchange information as
follows:

(1) data used in determining whether a business is an employer or a contracting agent;

(2) taxpayer identity information relating to employers and employees for purposes of
supporting tax administration and chapter chapters 176, 177, and 181; and
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(3) data to the extent provided in and for the purpose set out in section 176.181, subdivision 8.

Sec. 3. [UNEMPLOYMENT INSURANCE; FOOD SERVICES.]

Notwithstanding the provisions of Minnesota Statutes, section 268.085, subdivision 8, wage
credits from an employer are not subject to the provisions of Minnesota Statutes, section 268.085,
subdivision 7, if those wage credits were earned by an employee of a private employer performing
work pursuant to a contract between the employer and an elementary or secondary school and the
employment was related to food services provided to the school by the employer. This section
expires December 31, 2004.

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

Sec. 4. [2003 UNEMPLOYMENT INSURANCE BASE TAX RATE.]

Notwithstanding Minnesota Statutes, section 268.051, subdivision 2, and Laws 2001, First
Special Session chapter 2, article 2, section 32, subdivision 2, the unemployment insurance base
tax rate for employers is 0.38 percent for calendar year 2003.

Sec. 5. [EXTRA UNEMPLOYMENT BENEFITS.]

Subdivision 1. [AVAILABILITY.] Extra unemployment benefits are available to an applicant
who was permanently laid off due to lack of work if:

(1) the applicant was laid off from the Farmland Foods Company in Freeborn county on or after
July 8, 2001;

(2) the applicant was laid off by Fingerhut Companies, Incorporated on or after January 1,
2002, and worked at one of that employer’s facilities in the St. Cloud, Eveleth, or Mora areas; or

(3) the applicant was laid off by Northwest Airlines, Sun Country Airlines, Mesaba Airlines,
United Airlines, LSG Sky Chefs, Air Wisconsin, American Airlines, American TransAir,
Champion Air, Chautaugua Airlines, Continental Airlines, Emery Worldwide Air, Great Lakes
Airlines, PanAm International, Skyway Airlines, or U.S. Airways on or after September 11, 2001,
and before June 1, 2002.

Subd. 2. [PAYMENT FROM FUND; EFFECT ON EMPLOYER.] Extra benefits under this
section are payable from the fund.

Subd. 3. [ELIGIBILITY CONDITIONS.] An applicant described in subdivision 1 is eligible to
collect benefits for any week through December 31, 2003, if:

(1) a majority of the applicant’s wage credits were with the employer responsible for the layoff
described in subdivision 1;

(2) the applicant meets the eligibility requirements of Minnesota Statutes, section 268.085;

(3) the applicant is not subject to a disqualification under Minnesota Statutes, section 268.095;

(4) the applicant is not entitled to any regular, additional, or extended unemployment benefits
for that week and the applicant is not entitled to receive unemployment benefits under any other
state or federal law or the law of Canada for that week; and

(5) the applicant is enrolled in, or has within the last two weeks successfully completed, a
program that qualifies as reemployment assistance training under the state dislocated worker
program, except that an applicant whose training is scheduled to begin in more than 30 days may
be considered to be in training if:

(i) the applicant’s chosen training program does not offer an available start date within 30 days;

(ii) the applicant is scheduled to begin training on the earliest available start date for the chosen
training program; and
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(iii) the applicant is scheduled to begin training in no more than 60 days.

If an applicant qualifies for a new regular benefit account at any time after exhausting regular
unemployment benefits as a result of the layoff under subdivision 1, the applicant must apply for
and exhaust entitlement to those new regular or any other type of unemployment benefits under
any state or federal law.

Subd. 4. [WEEKLY AMOUNT OF EXTRA BENEFITS.] The weekly unemployment extra
benefits amount available to an applicant under this section is the same as the applicant’s regular
weekly benefit amount on the benefit account established as a result of the layoff under
subdivision 1.

Subd. 5. [MAXIMUM AMOUNT OF EXTRA UNEMPLOYMENT BENEFITS.] The
maximum amount of extra unemployment benefits available is 13 times the applicant’s weekly
extra unemployment benefit amount.

Subd. 6. [PROGRAM EXPIRATION.] This extra unemployment benefit program expires
December 31, 2003. No extra unemployment benefits shall be paid under this section after the
expiration of this program.

Subd. 7. [EFFECTIVE DATE.] This section is effective the day following final enactment and
is effective retroactive to June 1, 2001.

Sec. 6. [FINDINGS.]

The legislature finds that the extra benefits provided to workers in this act are appropriate
because the affected employees or their employers meet one of the following criteria:

(a) Benefit extensions may be appropriate where:

(1) taking into consideration the effect of the layoff affecting the applicant, the unemployment
rate in the applicant’s county of employment is higher than the statewide average rate of
unemployment;

(2) the employer involved in the layoff has permanently ceased operations at the location where
the employee worked;

(3) the community or communities in which the employees worked is disproportionately
affected by the layoff; and

(4) the community or communities in which the affected employees live is in a remote location
where opportunities for reemployment are limited.

(b) Benefit extensions may be appropriate in some cases where the affected employees were
part of layoffs that resulted from an act of war or terrorism.

Sec. 7. [PAYMENT OF SPECIAL STATE TEMPORARY EXTENDED UNEMPLOYMENT
BENEFITS.]

Subdivision 1. [ELIGIBILITY.] Special state temporary extended unemployment benefits shall
be paid to an applicant who does not qualify for unemployment benefits under the federal
Temporary Extended Unemployment Compensation Act of 2002 because the applicant does not
meet the requirement under section 202(d)(2)(A) of that act. Special state extended unemployment
benefits shall be paid to individuals who have established a benefit account effective on or after
March 19, 2000, under the same terms and conditions as apply to federal temporary extended
unemployment compensation. An applicant may not receive more than a combined total of 13
times the applicant’s weekly benefit amount available under the federal Temporary Extended
Unemployment Compensation Act and this section.

Subd. 2. [PAYMENT FROM THE FUND; EFFECT ON EMPLOYER.] Special state
temporary extended unemployment benefits shall be paid from the Minnesota unemployment
insurance program trust fund. Special state temporary extended unemployment benefits paid shall
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not be used in computing the future unemployment tax rate of a taxpaying employer nor charged
to the reimbursing account of a government or nonprofit employer.

Subd. 3. [EXPIRATION.] This program expires December 28, 2002. No payments under this
section shall be paid for any week after the expiration date.

[EFFECTIVE DATE.] This section is effective the day following final enactment and is
retroactive to March 10, 2002.

Sec. 8. [ADVISORY COUNCIL REPORT TRUST FUND SOLVENCY.]

The unemployment insurance advisory council shall present to the legislature, by January 15,
2003, a report, including proposals for any legislation, on the long-term solvency of the Minnesota
unemployment insurance program trust fund.

Sec. 9. [REED ACT FEDERAL FUNDS APPROPRIATION.]

$12,000,000 of the approximately $163,000,000 of federal "Reed Act" money transferred to the
state of Minnesota on March 13, 2002, pursuant to section 209 of the Temporary Extended
Unemployment Compensation Act of 2002, is appropriated from the unemployment insurance
program trust fund to the commissioner of economic security for unemployment insurance
program administration. The amount appropriated must be transferred to the appropriate account
used to pay unemployment insurance program administration costs.

[EFFECTIVE DATE.] This section is effective July 1, 2002.

Sec. 10. [WORKFORCE DEVELOPMENT FUND TRANSFERS.]

Notwithstanding Laws 2001, First Special Session chapter 4, article 2, sections 31 and 32, the
amount actually collected in calendar years 2002 and 2003, to a maximum of $12,000,000, net of
collection costs, and otherwise required to be deposited in the unemployment insurance
technology initiative account by those sections shall be deposited into the workforce development
fund created under Minnesota Statutes, section 268.022.

[EFFECTIVE DATE.] This section is effective the day following final enactment and
retroactive to January 1, 2002.

Sec. 11. [TRANSFERS.]

(a) On or before July 15, 2002, the commissioner of finance shall transfer $89,000 from the
general fund to the workforce development fund.

(b) After July 16, 2002, but on or before July 15, 2003, the commissioner of finance shall
transfer $1,069,000 from the general fund to the workforce development fund.

(c) After July 16, 2003, but on or before July 15, 2004, the commissioner of finance shall
transfer $1,069,000 from the general fund to the workforce development fund.

ARTICLE 2

TRADE AND ECONOMIC DEVELOPMENT

Section 1. Minnesota Statutes 2000, section 48.24, subdivision 5, is amended to read:

Subd. 5. Loans or obligations shall not be subject under this section to any limitation based
upon such capital and surplus to the extent that they are secured or covered by guarantees, or by
commitments or agreements to take over or to purchase the same, made by:

(1) the commissioner of agriculture on the purchase of agricultural land;

(2) any Federal Reserve bank;

(3) the United States or any department, bureau, board, commission, or establishment of the
United States, including any corporation wholly owned directly or indirectly by the United States;
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(4) the Minnesota energy and economic development authority; or

(5) the Minnesota export finance authority; or

(6) a municipality or political subdivision within Minnesota to the extent that the guarantee or
collateral is a valid and enforceable general obligation of that political body.

Sec. 2. Minnesota Statutes 2000, section 116J.58, subdivision 1, is amended to read:

Subdivision 1. [ENUMERATION.] The commissioner shall:

(1) investigate, study, and undertake ways and means of promoting and encouraging the
prosperous development and protection of the legitimate interest and welfare of Minnesota
business, industry, and commerce, within and outside the state;

(2) locate markets for manufacturers and processors and aid merchants in locating and
contacting markets;

(3) investigate and study conditions affecting Minnesota business, industry, and commerce and
collect and disseminate information, and engage in technical studies, scientific investigations, and
statistical research and educational activities necessary or useful for the proper execution of the
powers and duties of the commissioner in promoting and developing Minnesota business,
industry, and commerce, both within and outside the state;

(4) plan and develop an effective business information service both for the direct assistance of
business and industry of the state and for the encouragement of business and industry outside the
state to use economic facilities within the state;

(5) compile, collect, and develop periodically, or otherwise make available, information
relating to current business conditions;

(6) conduct or encourage research designed to further new and more extensive uses of the
natural and other resources of the state and designed to develop new products and industrial
processes;

(7) study trends and developments in the industries of the state and analyze the reasons
underlying the trends; study costs and other factors affecting successful operation of businesses
within the state; and make recommendations regarding circumstances promoting or hampering
business and industrial development;

(8) serve as a clearing house for business and industrial problems of the state; and advise small
business enterprises regarding improved methods of accounting and bookkeeping;

(9) cooperate with interstate commissions engaged in formulating and promoting the adoption
of interstate compacts and agreements helpful to business, industry, and commerce;

(10) cooperate with other state departments, and with boards, commissions, and other state
agencies, in the preparation and coordination of plans and policies for the development of the state
and for the use and conservation of its resources insofar as the use, conservation, and development
may be appropriately directed or influenced by a state agency;

(11) assemble and coordinate information relative to the status, scope, cost, and employment
possibilities and the availability of materials, equipment, and labor in connection with public
works projects, state, county, and municipal; recommend limitations on the public works; gather
current progress information with reference to public and private works projects of the state and its
political subdivisions with reference to conditions of employment; inquire into and report to the
governor, when requested by the governor, with respect to any program of public state
improvements and the financing thereof; and request and obtain information from other state
departments or agencies as may be needed properly to report thereon;

(12) study changes in population and current trends and prepare plans and suggest policies for
the development and conservation of the resources of the state;
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(13) confer and cooperate with the executive, legislative, or planning authorities of the United
States and neighboring states and provinces and of the counties and municipalities of such
neighboring states, for the purpose of bringing about a coordination between the development of
such neighboring provinces, states, counties, and municipalities and the development of this state;

(14) generally, gather, compile, and make available statistical information relating to business,
trade, commerce, industry, transportation, communication, natural resources, and other like
subjects in this state, with authority to call upon other departments of the state for statistical data
and results obtained by them and to arrange and compile that statistical information in a manner
that seems wise;

(15) prepare an annual report to the legislature estimating and, to the extent possible, describing
the number of Minnesota companies which have left the state or moved to surrounding states or
other countries. The report should include an estimate of the number of jobs lost by these moves,
an estimate of the total employment payroll, average hourly wage of those jobs lost and those
created in the new location, and to the extent possible, the reasons for each company moving out
of state, if known;

(16) publish documents and annually convene regional meetings to inform businesses, local
government units, assistance providers, and other interested persons of changes in state and federal
law related to economic development;

(17) (16) annually convene conferences of providers of economic development related financial
and technical assistance for the purposes of exchanging information on economic development
assistance, coordinating economic development activities, and formulating economic development
strategies;

(18) (17) provide business with information on the economic benefits of energy conservation
and on the availability of energy conservation assistance; and

(19) (18) prepare, as part of biennial budget process, performance measures for each business
loan or grant program within the jurisdiction of the commissioner. Measures would include source
of funds for each program, numbers of jobs proposed or promised at the time of application and
the number of jobs created, estimated number of jobs retained, the average salary and benefits for
the jobs resulting from the program, and the number of projects approved.

Sec. 3. Minnesota Statutes 2000, section 116J.9665, subdivision 1, is amended to read:

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

(1) "Conference and service center" means the approximately 20,000 square feet of space on
the third and fourth floors of the Minnesota world trade center that the state of Minnesota has the
right to possess, occupy, and use subject to the terms and conditions of the development
agreement.

(2) "Development agreement" means the agreement entered into by and between the world
trade center board, as agent of the state of Minnesota, and Oxford Development Minnesota, Inc.
dated July 27, 1984, and the amendments to that agreement, for development and construction of a
world trade center at a designated site in Minnesota.

(3) (2) "Minnesota world trade center" means the facility constructed in accordance with the
development agreement or other facilities meeting the membership requirements of the World
Trade Centers Association.

Sec. 4. Minnesota Statutes 2000, section 116J.9665, subdivision 4, is amended to read:

Subd. 4. [DUTIES.] The commissioner shall:

(1) promote and market the Minnesota world trade center and membership in the World Trade
Centers Association;
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(2) sponsor conferences or other promotional events in the conference and service center;

(3) sponsor, develop, and conduct educational programs related to international trade;

(4) (3) establish and maintain an office in the Minnesota world trade center; and

(5) (4) not duplicate programs or services provided by the commissioner of agriculture.

Sec. 5. Minnesota Statutes 2000, section 116J.9665, subdivision 6, is amended to read:

Subd. 6. [WORLD TRADE CENTER ACCOUNT.] The world trade center account is in the
special revenue fund. All money received from the use of the conference and service center or
appropriated under this section must be deposited in the account. Money in the account including
interest earned is appropriated to the commissioner and must be used exclusively for the purposes
of this section.

Sec. 6. Minnesota Statutes 2001 Supplement, section 116L.17, subdivision 5, is amended to
read:

Subd. 5. [COST LIMITATIONS.] (a) Funds allocated to a grantee are subject to the following
cost limitations:

(1) no more than ten percent may be allocated for administration;

(2) at least 50 percent must be allocated for training assistance as provided in subdivision 4,
clause (2); and

(3) no more than 15 percent may be allocated for support services as provided in subdivision 4,
clause (3).

(b) A waiver of the training assistance minimum in clause (2) may be sought, but no waiver
shall allow less than 30 percent of the grant to be spent on training assistance. A waiver of the
support services maximum in clause (3) may be sought, but no waiver shall allow more than 20
percent of the grant to be spent on support services. A waiver may be granted below the minimum
and above the maximum otherwise allowed by this paragraph if funds other than state funds
appropriated for the dislocated worker program are used to fund training assistance.

Sec. 7. Minnesota Statutes 2000, section 116M.14, subdivision 4, is amended to read:

Subd. 4. [LOW-INCOME AREA.] "Low-income area" means Minneapolis, St. Paul, and inner
ring suburbs as defined by the metropolitan council that had a median household income below
$31,000 as reported in the 1990 census those cities in the metropolitan area as defined in section
473.121, subdivision 2, that have an average income that is below 60 percent of the median
income for a four-person family as of the latest report by the United States Census Bureau.

Sec. 8. Minnesota Statutes 2000, section 116M.18, subdivision 2, is amended to read:

Subd. 2. [CHALLENGE GRANT ELIGIBILITY; NONPROFIT CORPORATION.] The board
may enter into agreements with nonprofit corporations to fund and guarantee loans the nonprofit
corporation makes in low-income areas under subdivision 4. A corporation must demonstrate that:

(1) its board of directors includes citizens experienced in development, minority business
enterprises, and creating jobs in low-income areas;

(2) it has the technical skills to analyze projects;

(3) it is familiar with other available public and private funding sources and economic
development programs;

(4) it can initiate and implement economic development projects;

(5) it can establish and administer a revolving loan account; and
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(6) it can work with job referral networks which assist minority and other persons in
low-income areas.

Sec. 9. Minnesota Statutes 2000, section 116M.18, subdivision 3, is amended to read:

Subd. 3. [REVOLVING LOAN FUND.] (a) The board shall establish a revolving loan fund to
make grants to nonprofit corporations for the purpose of making loans and loan guarantees to new
and expanding businesses in a low-income area to promote minority business enterprises and job
creation for minority and other persons in low-income areas.

(b) Eligible business enterprises include, but are not limited to, technologically innovative
industries, value-added manufacturing, and information industries. Loan applications given
preliminary approval by the nonprofit corporation must be forwarded to the board for approval.
The commissioner must give final approval for each loan or loan guarantee made by the nonprofit
corporation. The amount of a grant the state funds contributed to any loan or loan guarantee may
not exceed 50 percent of each loan. The amount of nonstate money must equal at least 50 percent
for each loan.

Sec. 10. Minnesota Statutes 2000, section 116M.18, subdivision 4, is amended to read:

Subd. 4. [BUSINESS LOAN CRITERIA.] (a) The criteria in this subdivision apply to loans
made or guaranteed by nonprofit corporations under the urban challenge grant program.

(b) Loans or guarantees must be made to businesses that are not likely to undertake a project for
which loans are sought without assistance from the urban challenge grant program.

(c) A loan or guarantee must be used for a project designed to benefit persons in low-income
areas through the creation of job or business opportunities for them. Priority must be given for
loans to the lowest income areas.

(d) The minimum state contribution to a loan or guarantee is $5,000 and the maximum is
$150,000.

(e) A loan The state contribution must be matched by at least an equal amount of new private
investment.

(f) A loan may not be used for a retail development project.

(g) The business must agree to work with job referral networks that focus on minority
applicants from low-income areas.

Sec. 11. Minnesota Statutes 2000, section 116M.18, subdivision 4a, is amended to read:

Subd. 4a. [MICROENTERPRISE LOAN.] Urban challenge grants may be used to make
microenterprise loans to small, beginning businesses, including a sole proprietorship.
Microenterprise loans are subject to this section except that:

(1) they may also be made to qualified retail businesses;

(2) they may be made for a minimum of $1,000 and a maximum of $10,000 $25,000; and

(3) they do not require a match.

Sec. 12. Minnesota Statutes 2000, section 116M.18, subdivision 5, is amended to read:

Subd. 5. [REVOLVING FUND ADMINISTRATION; RULES.] (a) The board shall establish a
minimum interest rate for loans or guarantees to ensure that necessary loan administration costs
are covered.

(b) Loan repayment amounts equal to one-half of the principal and interest must be deposited in
a revolving fund created by the board for challenge grants. The remaining amount of the loan
repayment may be deposited in a revolving loan fund created by the nonprofit corporation
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originating the loan being repaid for further distribution, consistent with the loan criteria specified
in subdivision 4.

(c) Administrative expenses of the board and nonprofit corporations with whom the board
enters into agreements under subdivision 2, including expenses incurred by a nonprofit
corporation in providing financial, technical, managerial, and marketing assistance to a business
enterprise receiving a loan under subdivision 4, may be paid out of the interest earned on loans and
out of interest earned on money invested by the state board of investment under section 116M.16,
subdivision 2, as may be provided by the board.

Sec. 13. Minnesota Statutes 2000, section 116M.18, is amended by adding a subdivision to
read:

Subd. 6a. [NONPROFIT CORPORATION LOANS.] The board may make loans to a nonprofit
corporation with which it has entered into an agreement under subdivision 1. These loans must be
used to support a new or expanding business. This support may include such forms of financing as
the sale of goods to the business on installment or deferred payments, lease purchase agreements,
or royalty investments in the business. The nonprofit corporation must provide at least an equal
match to the loan received by the board. The maximum loan available to the nonprofit corporation
under this subdivision is $50,000. Loans made to the nonprofit corporation under this subdivision
may be made without interest. Repayments made by the nonprofit corporation must be deposited
in the revolving fund created for urban initiative grants.

Sec. 14. Minnesota Statutes 2000, section 116M.18, subdivision 8, is amended to read:

Subd. 8. [REPORTING REQUIREMENTS.] A nonprofit corporation that receives a challenge
grant shall:

(1) submit an annual report to the board by September 30 of each year that includes a
description of projects supported by the urban challenge grant program, an account of loans made
during the calendar year, the program’s impact on minority business enterprises and job creation
for minority persons and persons in low-income areas, the source and amount of money collected
and distributed by the urban challenge grant program, the program’s assets and liabilities, and an
explanation of administrative expenses; and

(2) provide for an independent annual audit to be performed in accordance with generally
accepted accounting practices and auditing standards and submit a copy of each annual audit
report to the board.

Sec. 15. Minnesota Statutes 2000, section 298.22, subdivision 7, is amended to read:

Subd. 7. [GIANTS RIDGE RECREATION AREA PROJECT AREA DEVELOPMENT
AUTHORITY.] (a) In addition to the other powers granted in this section and other law and
notwithstanding any limitations contained in subdivision 5, the commissioner, for purposes of
fostering economic development and tourism within the Giants Ridge recreation area or the
Ironworld Discovery Center area, may spend any money made available to the agency under
section 298.28 to acquire real or personal property or interests therein by gift, purchase, or lease
and may convey by lease, sale, or other means of conveyance or commitment any or all of those
property interests acquired owned or administered by the commissioner within such areas.

(b) In furtherance of development of the Giants Ridge recreation area or the Ironworld
Discovery Center area, the commissioner may establish and participate in charitable foundations
and nonprofit corporations, including a corporation within the meaning of section 317A.011,
subdivision 6.

(c) The term "Giants Ridge recreation area" refers to an economic development project area
established by the commissioner in furtherance of the powers delegated in this section within St.
Louis county in the western portions of the town of White and in the eastern portion of the
westerly, adjacent, unorganized township.

(d) The term "Ironworld Discovery Center area" refers to an economic development and
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tourism promotion project area established by the commissioner in furtherance of the powers
delegated in this section within St. Louis county in the south portion of the town of Balkan.

Sec. 16. Minnesota Statutes 2000, section 298.22, is amended by adding a subdivision to read:

Subd. 9. [ECONOMIC DEVELOPMENT AND TRADE PROMOTION.] In the promotion of
tourism, trade, and economic development, the commissioner may expend money made available
to the agency under section 298.28 in the same manner as private persons, firms, corporations, and
associations make expenditures for these purposes. An expenditure for food, lodging, or travel is
not governed by the travel rules of the commissioner of employee relations.

Sec. 17. Minnesota Statutes 2000, section 446A.07, subdivision 4, is amended to read:

Subd. 4. [INTENDED USE PLAN.] (a) The pollution control agency public facilities authority
shall annually prepare and submit to the United States Environmental Protection Agency an
intended use plan. The plan must identify the intended uses of the amounts available to the water
pollution control revolving fund, including a list of wastewater treatment and storm water projects
and all other eligible activities to be funded during the fiscal year. Information regarding eligible
activities must be submitted to the pollution control agency by the appropriate state agency or
department within 30 days of written notification by the pollution control agency.

(b) To be eligible for placement on the intended use plan:

(1) a project must be listed on the pollution control agency’s project priority list;

(2) the applicant must submit a written request to the public facilities authority, including a
brief description of the project, a project cost estimate and the requested loan amount, and a
proposed project schedule; and

(3) for a construction loan, the project must have a facility plan approved by the pollution
control agency.

(c) The pollution control agency shall annually provide to the public facilities authority its
project priority list of wastewater and storm water projects to be considered for funding. The
pollution control agency public facilities authority may not submit the plan until it has received the
review and comment of the authority pollution control agency or until 30 days have elapsed since
the plan was submitted to the authority pollution control agency, whichever occurs first. In
addition, the public facilities authority shall offer municipalities seeking placement on the intended
use plan an opportunity to review and comment on the plan before it is adopted. The plan may be
amended to add additional projects for consideration for funding as it determines funds are
available and additional projects are able to proceed.

Sec. 18. Minnesota Statutes 2000, section 446A.12, subdivision 1, is amended to read:

Subdivision 1. [BONDING AUTHORITY.] The authority may issue negotiable bonds in a
principal amount that the authority determines necessary to provide sufficient funds for achieving
its purposes, including the making of loans and purchase of securities, the payment of interest on
bonds of the authority, the establishment of reserves to secure its bonds, the payment of fees to a
third party providing credit enhancement, and the payment of all other expenditures of the
authority incident to and necessary or convenient to carry out its corporate purposes and powers,
but not including the making of grants. Bonds of the authority may be issued as bonds or notes or
in any other form authorized by law. The principal amount of bonds issued and outstanding under
this section at any time may not exceed $850,000,000 $1,000,000,000, excluding bonds for which
refunding bonds or crossover refunding bonds have been issued.

Sec. 19. Laws 2001, First Special Session chapter 4, article 1, section 2, subdivision 5, is
amended to read:

Subd. 5.  Office of Tourism

10,219,000 10,111,000
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To develop maximum private sector involvement
in tourism, $3,500,000 the first year and
$3,500,000 the second year of the amounts
appropriated for marketing activities are
contingent on receipt of an equal contribution
from nonstate sources that have been certified by
the commissioner. Up to one-half of the match
may be given in in-kind contributions.

In order to maximize marketing grant benefits,
the commissioner must give priority for joint
venture marketing grants to organizations with
year-round sustained tourism activities. For
programs and projects submitted, the
commissioner must give priority to those that
encompass two or more areas or that attract
nonresident travelers to the state.

If an appropriation for either year for grants is
not sufficient, the appropriation for the other
year is available for it.

The commissioner may use grant dollars or the
value of in-kind services to provide the state
contribution for the partnership program.

Any unexpended money from general fund
appropriations made under this subdivision does
not cancel but must be placed in a special
advertising account for use by the office of
tourism to purchase additional media.

Of this amount, $50,000 the first year is for a
one-time grant to the Mississippi River parkway
commission to support the increased promotion
of tourism along the Great River Road.

$829,000 the first year and $829,000 the second
year are for the Minnesota film board. $329,000
of this appropriation in each year is available
only upon receipt by the board of $1 in matching
contributions of money or in-kind from nonstate
sources for every $3 provided by this
appropriation. Of this amount, $500,000 the first
year and $500,000 the second year are for grants
to the Minnesota film board for a film production
jobs fund to stimulate film production in
Minnesota. This appropriation is to reimburse
film and television producers for up to ten
percent of the documented wages and cost of
services that they paid to Minnesotans for film
and television production after January 1, 2001.

$150,000 the first year is for partnerships with
local tourism interests to operate travel
information centers. This is a one-time
appropriation. This appropriation is available
until spent.
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Sec. 20. [REINSTATEMENT OF LAW.]

Notwithstanding its repeal by Laws 2001, First Special Session chapter 4, article 2, section 41,
Minnesota Statutes 2000, section 268.976, as amended by Laws 2001, chapter 175, section 50, is
revived.

Sec. 21. [REPEALER.]

(a) Minnesota Statutes 2000, sections 116J.9672; and 116J.9673, are repealed.

(b) Laws 2001, First Special Session chapter 5, article 3, section 88, is repealed.

[EFFECTIVE DATE.] Paragraph (b) is effective July 1, 2002.

ARTICLE 3

BACKGROUND CHECKS

Section 1. [181.645] [EXPENSES FOR BACKGROUND CHECKS, TESTING, AND
ORIENTATION.]

Except as provided by section 123B.03 or as otherwise specifically provided by law, an
employer, as defined in section 181.931, or a prospective employer may not require an employee
or prospective employee to pay for expenses incurred in criminal or background checks, credit
checks, or orientation. An employer or prospective employer may not require an employee or
prospective employee to pay for the expenses of training or testing that is required by federal or
state law or is required by the employer for the employee to maintain the employee’s current
position, unless the training or testing is required to obtain or maintain a license, registration, or
certification for the employee or prospective employee.

ARTICLE 4

REDEVELOPMENT GRANTS

Section 1. Minnesota Statutes 2000, section 116J.565, subdivision 1, is amended to read:

Subdivision 1. [CHARACTERISTICS.] (a) If applications for grants exceed the available
appropriations, grants shall be made for sites that, in the commissioner’s judgment, provide the
highest return in public benefits for the public costs incurred. In making this judgment, the
commissioner shall give priority to redevelopment projects with one or more of the following
characteristics:

(1) the need for redevelopment in conjunction with contamination remediation needs;

(2) the redevelopment project meets current tax increment financing requirements for a
redevelopment district and tax increments will contribute to the project;

(3) the redevelopment potential within the municipality;

(4) proximity to public transit if located in the metropolitan area; and

(5) multijurisdictional projects that take into account the need for affordable housing,
transportation, and environmental impact.

(b) The factors in paragraph (a), clauses (1) to (5), are not listed in a rank order of priority;
rather the commissioner may weigh each factor, depending upon the facts and circumstances, as
the commissioner considers appropriate. The commissioner may consider other factors that affect
the net return of public benefits for completion of the redevelopment plan. The commissioner,
notwithstanding the listing of priorities and the goal of maximizing the return of public benefits,
shall make grants that distribute available money to sites both within and outside of the
metropolitan area. The commissioner shall provide a written statement of the supporting reasons
for each grant. Unless sufficient applications are not received within the first nine months of a
fiscal year for qualifying sites outside of the metropolitan area, at least 25 50 percent of the money
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provided as grants in a fiscal year must be made for sites located outside of the metropolitan area.
The commissioner shall consult with the metropolitan council about metropolitan area grants.

Sec. 2. [BROWNFIELD SITE; ACQUISITION.]

Funds in the redevelopment accounts created in Minnesota Statutes, section 116J.561, and
allocated for sites within the metropolitan area may be used for the purchase of a brownfield site
for a facility to house the department of military affairs’ training and community center.

ARTICLE 5.

SCHOOL CONFERENCE AND ACTIVITY LEAVE

Section 1. Minnesota Statutes 2000, section 181.9412, is amended by adding a subdivision to
read:

Subd. 1a. [FOSTER CHILD.] For the purpose of this section, "child" includes a foster child.

ARTICLE 6

YOUTH EMPLOYMENT

Section 1. Minnesota Statutes 2000, section 119A.45, is amended to read:

119A.45 [EARLY CHILDHOOD LEARNING AND CHILD PROTECTION FACILITIES.]

The commissioner may make grants to state agencies and political subdivisions to construct or
rehabilitate facilities for early childhood programs, with priority to centers in counties or
municipalities with the highest percentage of children living in poverty. The commissioner may
also make grants to state agencies and political subdivisions to construct or rehabilitate facilities
for crisis nurseries or parenting time centers. The facilities must be owned by the state or a
political subdivision, but may be leased under section 16A.695 to organizations that operate the
programs. The commissioner must prescribe the terms and conditions of the leases. A grant for an
individual facility must not exceed $200,000 for each program that is housed in the facility, up to a
maximum of $500,000 for a facility that houses three programs or more. Programs include Head
Start, early childhood and family education programs, and other early childhood intervention
programs. The commissioner must give priority to grants that involve collaboration among
sponsors of programs under this section and may give priority to projects that collaborate with
child care providers, including all-day and school-age child care programs, special needs care, sick
child care, nontraditional hour care, and programs that include services to refugee and immigrant
families. The commissioner may give priority to grants for programs that will increase their child
care workers’ wages as a result of the grant. At least 25 percent of the amounts appropriated for
these grants up to $50,000 must If there is work that is appropriate for youthbuild, as mutually
agreed upon by the grantee and the local youthbuild program, considering safety and skills needed,
and if it is demonstrated by youthbuild that using youthbuild will not increase the overall cost of
the project, then priority must be given to grants for programs that utilize youthbuild under
sections 268.361 to 268.366 or other youth employment and training programs for at least 25
percent of each grant awarded or $50,000, whichever is less, of the labor portion of the
construction. Eligible programs must consult with appropriate labor organizations to deliver
education and training. State appropriations must be matched on a 50 percent basis with nonstate
funds. The matching requirement must apply programwide and not to individual grants.

ARTICLE 7

COMPETITIVE BIDDING FOR UTILITIES

Section 1. [IDENTIFICATION AND EVALUATION; COMPETITIVE BIDDING
CRITERIA.]

The commissioner of commerce shall identify and evaluate various criteria that could be used
by a utility in evaluating and selecting bids submitted in a competitive bidding process established
under Minnesota Statutes, section 216B.2422, subdivision 5.
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To assist in the evaluation, the commissioner shall convene a series of forums at which input
from citizens and stakeholders can be solicited. The commissioner shall present this evaluation in
a report to the house and senate policy and finance committees with jurisdiction over energy
regulatory issues and agencies by January 15, 2003."

Delete the title and insert:

"A bill for an act relating to economic development; regulating eligibility for unemployment
compensation benefits; providing for a special assessment for interest on federal loans; providing
for extended unemployment compensation benefits; providing for unemployment insurance taxes;
providing extra benefits for airline industry, Fingerhut Companies, Inc., and Farmland Foods
Company; appropriating certain federal funds for unemployment administration; providing for
workforce development fund transfers; making housekeeping changes related to the department of
trade and economic development; repealing certain authority given to city of Chisago relating to
annexation arguments; prohibiting employers from charging certain expenses to employees;
regulating redevelopment grants; allowing foster parents to take certain leaves; providing certain
youth employment to construct early childhood program facilities; reinstating a repealed law;
providing unemployment benefits to certain employees doing food service contract work for
school districts; requiring a study on unemployment trust fund solvency by the unemployment
insurance advisory council; amending Minnesota Statutes 2000, sections 48.24, subdivision 5;
116J.565, subdivision 1; 116J.58, subdivision 1; 116J.9665, subdivisions 1, 4, 6; 116M.14,
subdivision 4; 116M.18, subdivisions 2, 3, 4, 4a, 5, 8, by adding a subdivision; 119A.45;
181.9412, by adding a subdivision; 268.051, subdivision 8; 270B.14, subdivision 8; 298.22,
subdivision 7, by adding a subdivision; 446A.07, subdivision 4; 446A.12, subdivision 1;
Minnesota Statutes 2001 Supplement, section 116L.17, subdivision 5; Laws 2001, First Special
Session chapter 4, article 1, section 2, subdivision 5; proposing coding for new law in Minnesota
Statutes, chapter 181; repealing Minnesota Statutes 2000, sections 116J.9672; 116J.9673; Laws
2001, First Special Session chapter 5, article 3, section 88."

We request adoption of this report and repassage of the bill.

Senate Conferees: (Signed) Ellen R. Anderson, David H. Johnson, Linda I. Higgins, James P.
Metzen, Dennis R. Frederickson

House Conferees: (Signed) Dan McElroy, Bob Gunther, Ken Wolf, Gregory M. Davids,
Anthony Sertich

Senator Anderson moved that the foregoing recommendations and Conference Committee
Report on S.F. No. 3431 be now adopted, and that the bill be repassed as amended by the
Conference Committee. The motion prevailed. So the recommendations and Conference
Committee Report were adopted.

CALL OF THE SENATE

Senator Betzold imposed a call of the Senate for the balance of the proceedings on S.F. No.
3431. The Sergeant at Arms was instructed to bring in the absent members.

S.F. No. 3431 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 48 and nays 14, as follows:

Those who voted in the affirmative were:
Anderson Chaudhary Frederickson Johnson, Doug Langseth
Belanger Cohen Higgins Kelley, S.P. Lessard
Berg Fischbach Hottinger Kinkel Lourey
Berglin Foley Johnson, Dave Kleis Marty
Betzold Fowler Johnson, Dean Krentz Metzen
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Moe, R.D. Price Sabo Schwab Vickerman
Moua Ranum Sams Solon, Y.P. Wiener
Murphy Rest Samuelson Stevens Wiger
Pappas Ring Scheevel Stumpf
Pogemiller Robling Scheid Tomassoni

Those who voted in the negative were:
Bachmann Kierlin Larson Neuville Reiter
Day Kiscaden Lesewski Olson Robertson
Johnson, Debbie Knutson Limmer Ourada

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

S.F. No. 3134 and the Conference Committee Report thereon were reported to the Senate.

CONFERENCE COMMITTEE REPORT ON S.F. NO. 3134

A bill for an act relating to environment; clarifying individual sewage treatment classification;
abolishing the waste tire grant and loan program; requiring a water quality permit progress report;
establishing the central iron range sanitary sewer district; amending Minnesota Statutes 2000,
section 115.55, by adding a subdivision; Minnesota Statutes 2001 Supplement, section 115A.912,
subdivision 1; repealing Minnesota Statutes 2000, section 115A.913; Minnesota Rules, parts
9220.0130, subpart 2, item H; 9220.0170; 9220.0180; 9220.0800; 9220.0805; 9220.0810;
9220.0815; 9220.0820; 9220.0825; 9220.0830; 9220.0835; 9220.0900; 9220.0905; 9220.0910;
9220.0915; 9220.0920; 9220.0925; 9220.0930; 9220.0935.

May 14, 2002

The Honorable Don Samuelson
President of the Senate

The Honorable Steve Sviggum
Speaker of the House of Representatives

We, the undersigned conferees for S.F. No. 3134, report that we have agreed upon the items in
dispute and recommend as follows:

That the House recede from its amendments and that S.F. No. 3134 be further amended as
follows:

Delete everything after the enacting clause and insert:

"ARTICLE 1

POLLUTION CONTROL AGENCY

Section 1. Minnesota Statutes 2000, section 115.55, is amended by adding a subdivision to
read:

Subd. 9. [SYSTEM CLASSIFICATION.] The agency is not required to add, remove, or
reclassify individual sewage treatment system technologies, designs, or system components
through rulemaking or pursuant to existing rules until July 1, 2003. The agency is not required to
review, assess, advise, or make regulatory determinations on an individual sewage treatment
system technology, design, or system component during this period. Chambered systems, as
defined in Minnesota Rules, part 7080.0020, that are installed before July 1, 2003, with smaller
than standard soil sizing, but which otherwise conform with Minnesota Rules, part 7080.0178, are
not required to have flow measuring devices installed and monitored unless required by local
ordinance.
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Sec. 2. Minnesota Statutes 2001 Supplement, section 115A.912, subdivision 1, is amended to
read:

Subdivision 1. [PURPOSE.] Money appropriated to the agency for waste tire management may
be spent for regulation of permitted waste tire facilities, research and studies to determine the
technical and economic feasibility of uses for tire derived products, and public education on waste
tire management, and grants and loans under section 115A.913.

Sec. 3. Minnesota Statutes 2000, section 115A.9561, subdivision 2, is amended to read:

Subd. 2. [RECYCLING REQUIRED.] (a) Major appliances must be recycled or reused. Each
county shall ensure that its households have the opportunity to recycle used major appliances. For
the purposes of this section, recycling includes:

(1) the removal of capacitors that may contain PCBs;

(2) the removal of ballasts that may contain PCBs;

(3) the removal of chlorofluorocarbon refrigerant gas; and

(4) the recycling or reuse of the metals, including mercury.

(b) To ensure that the materials removed from a major appliance are not introduced into the
environment, an activity described in paragraph (a), clauses (1) to (3), must be conducted in a
closed facility if the activity is conducted within 500 feet from the ordinary high water level of a
waterbasin that is a public water, as those terms are described in section 103G.005, or of a
watercourse identified by the public waters inventory under section 103G.201.

Sec. 4. Laws 2002, chapter 293, is amended by adding a section to read:

Sec. 2. [EFFECTIVE DATE.]

Section 1 is effective on the day following final enactment.

Sec. 5. [WATER QUALITY PERMIT PROGRESS REPORT.]

By January 15, 2003, the commissioner of the pollution control agency must submit a report to
the chairs of the legislative committees with jurisdiction over environmental policy and finance
regarding the agency’s water quality permits. The report must address:

(1) the status of the agency’s permit backlog, including, but not limited to, the number of
facilities operating under expired permits, the number of on-site inspections, and the number of
facilities in significant noncompliance;

(2) implementation of improvements in the permitting process and any resulting effects on staff
for nonpoint source programs; and

(3) any legislative and administrative changes needed for the phosphorus and mercury
components of the permits.

Sec. 6. [REPEALER.]

Minnesota Statutes 2000, section 115A.913; and Minnesota Rules, parts 9220.0130, subpart 2,
item H; 9220.0170; 9220.0180; 9220.0800; 9220.0805; 9220.0810; 9220.0815; 9220.0820;
9220.0825; 9220.0830; 9220.0835; 9220.0900; 9220.0905; 9220.0910; 9220.0915; 9220.0920;
9220.0925; 9220.0930; and 9220.0935, are repealed.

Sec. 7. [EFFECTIVE DATE.]

Sections 1, 2, and 6 are effective the day following final enactment. Section 4 is effective
retroactively on March 27, 2002.

ARTICLE 2
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CENTRAL IRON RANGE SANITARY SEWER DISTRICT

Section 1. [CENTRAL IRON RANGE SANITARY SEWER DISTRICT; DEFINITIONS.]

Subdivision 1. [APPLICATION.] In sections 1 to 19, the definitions in this section apply.

Subd. 2. [DISTRICT.] "Central iron range sanitary sewer district" and "district" mean the area
over which the central iron range sanitary sewer board has jurisdiction, which includes the area
within the cities of Hibbing, Chisholm, and Buhl; the townships of Kinney, Balkan, and Great
Scott; and the territory occupied by Ironworld. The district shall precisely describe the area over
which it has jurisdiction by a metes and bounds description in the comprehensive plan adopted
pursuant to section 5.

Subd. 3. [BOARD.] "Sanitary sewer board" or "board" means the central iron range sanitary
sewer board established for the district as provided in subdivision 2.

Subd. 4. [PERSON.] "Person" means an individual, partnership, corporation, limited liability
company, cooperative, or other organization or entity, public or private.

Subd. 5. [LOCAL GOVERNMENTAL UNITS.] "Local governmental units" or "governmental
units" means the iron range resources and rehabilitation board, the cities of Hibbing, Chisholm,
and Buhl, and the townships of Kinney, Balkan, and Great Scott.

Subd. 6. [ACQUISITION; BETTERMENT.] "Acquisition" and "betterment" have the
meanings given in Minnesota Statutes, section 475.51.

Subd. 7. [AGENCY.] "Agency" means the Minnesota pollution control agency created in
Minnesota Statutes, section 116.02.

Subd. 8. [SEWAGE.] "Sewage" means all liquid or water-carried waste products from
whatever sources derived, together with any groundwater infiltration and surface water as may be
present.

Subd. 9. [POLLUTION OF WATER; SEWER SYSTEM.] "Pollution of water" and "sewer
system" have the meanings given in Minnesota Statutes, section 115.01.

Subd. 10. [TREATMENT WORKS; DISPOSAL SYSTEM.] "Treatment works" and "disposal
system" have the meanings given in Minnesota Statutes, section 115.01.

Subd. 11. [INTERCEPTOR.] "Interceptor" means a sewer and its necessary appurtenances,
including but not limited to mains, pumping stations, and sewage flow-regulating and
flow-measuring stations, that is:

(1) designed for or used to conduct sewage originating in more than one local governmental
unit;

(2) designed or used to conduct all or substantially all the sewage originating in a single local
governmental unit from a point of collection in that unit to an interceptor or treatment works
outside that unit; or

(3) determined by the board to be a major collector of sewage used or designed to serve a
substantial area in the district.

Subd. 12. [DISTRICT DISPOSAL SYSTEM.] "District disposal system" means any and all
interceptors or treatment works owned, constructed, or operated by the board unless designated by
the board as local water and sanitary sewer facilities.

Subd. 13. [MUNICIPALITY.] "Municipality" means any town or home rule charter or
statutory city.

Subd. 14. [TOTAL COSTS.] "Total costs of acquisition and betterment" and "costs of
acquisition and betterment" mean all acquisition and betterment expenses permitted to be financed
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out of stopped bond proceeds issued in accordance with section 13, whether or not the expenses
are in fact financed out of the bond proceeds.

Subd. 15. [CURRENT COSTS.] "Current costs of acquisition, betterment, and debt service"
means interest and principal estimated to be due during the budget year on bonds issued to finance
costs of acquisition and betterment and all other costs of acquisition and betterment estimated to
be paid during the year from funds other than bond proceeds and federal or state grants.

Subd. 16. [RESIDENT.] "Resident" means the owner of a dwelling located in the district and
receiving water or sewer service.

Sec. 2. [SANITARY SEWER BOARD.]

Subdivision 1. [ESTABLISHMENT.] A sanitary sewer district is established in the cities of
Hibbing, Chisholm, and Buhl; the townships of Kinney, Balkan, and Great Scott; and the territory
occupied by Ironworld, to be known as the central iron range sanitary sewer district. The sewer
district is under the control and management of the central iron range sanitary sewer board. The
board is established as a public corporation and political subdivision of the state with perpetual
succession and all the rights, powers, privileges, immunities, and duties granted to or imposed
upon a municipal corporation, as provided in sections 1 to 19.

Subd. 2. [MEMBERS AND SELECTION.] The board is composed of 13 members selected as
provided in this subdivision. Each of the town boards of the townships shall meet to appoint one
resident to the sewer board. Four members must be selected by the governing body of the city of
Hibbing. Three members must be selected by the governing body of the city of Chisholm. Two
members must be selected by the governing body of the city of Buhl. One member must be
selected by the iron range resources and rehabilitation board on behalf of Ironworld. Each member
has one vote. The first terms are as follows: four for one year, four for two years, and five for three
years, fixed by lot at the district’s first meeting. Thereafter, all terms are for three years.

Subd. 3. [TIME LIMITS FOR SELECTION.] The board members must be selected as
provided in subdivision 2 within 60 days after sections 1 to 19 are effective. The successor to each
board member must be selected at any time within 60 days before the expiration of the member’s
term in the same manner as the predecessor was selected. A vacancy on the board must be filled
within 60 days after it occurs.

Subd. 4. [VACANCIES.] If the office of a board member becomes vacant, the vacancy must be
filled for the unexpired term in the manner provided for selection of the member who vacated the
office. The office is considered vacant under the conditions specified in Minnesota Statutes,
section 351.02.

Subd. 5. [REMOVAL.] A board member may be removed by the unanimous vote of the
governing body appointing the member, with or without cause, or for malfeasance or nonfeasance
in the performance of official duties as provided by Minnesota Statutes, sections 351.14 to 351.23.

Subd. 6. [CERTIFICATES OF SELECTION; OATH OF OFFICE.] A certificate of selection
of every board member selected under subdivision 2 stating the term for which selected, must be
made by the respective town clerks. The certificates, with the approval appended by other
authority, if required, must be filed with the secretary of state. Counterparts of the certificates must
be furnished to the board member and the secretary of the board. Each member shall qualify by
taking and subscribing the oath of office prescribed by the Minnesota Constitution, article V,
section 6. The oath, duly certified by the official administering the same, must be filed with the
secretary of state and the secretary of the board.

Subd. 7. [BOARD MEMBERS’ COMPENSATION.] Each board member, except the chair,
may be paid a per diem compensation in accordance with the board’s bylaws for meetings and for
other services as are specifically authorized by the board, not to exceed the per diem amount under
Minnesota Statutes, section 15.0575, subdivision 3, and not to exceed $1,000 in any one year. The
chair may be paid a per diem compensation in accordance with the board’s bylaws for meetings
and for other services specifically authorized by the board, not to exceed the per diem amount
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under Minnesota Statutes, section 15.0575, subdivision 3, and not to exceed $1,500 in any one
year. All members of the board must be reimbursed for all reasonable and necessary expenses
actually incurred in the performance of duties.

Sec. 3. [GENERAL PROVISIONS FOR ORGANIZATION AND OPERATION OF
BOARD.]

Subdivision 1. [ORGANIZATION; OFFICERS; MEETINGS; SEAL.] After the selection and
qualification of all board members, the board must meet to organize the board at the call of any
two board members, upon seven days’ notice by registered mail to the remaining board members
at a time and place within the district specified in the notice. A majority of the members is a
quorum at that meeting and all other meetings of the board, but a lesser number may meet and
adjourn from time to time and compel the attendance of absent members. At the first meeting the
board shall select its officers and conduct other organizational business as may be necessary.
Thereafter the board shall meet regularly at the time and place that the board designates by
resolution. Special meetings may be held at any time upon call of the chair or any two members,
upon written notice sent by mail to each member at least three days before the meeting, or upon
other notice as the board by resolution may provide, or without notice if each member is present or
files with the secretary a written consent to the meeting either before or after the meeting. Except
as otherwise provided in sections 1 to 19, any action within the authority of the board may be
taken by the affirmative vote of a majority of the board and may be taken by regular or adjourned
regular meeting or at a duly held special meeting, but in any case only if a quorum is present.
Meetings of the board must be open to the public. The board may adopt a seal, which must be
officially and judicially noticed, to authenticate instruments executed by its authority, but omission
of the seal does not affect the validity of any instrument.

Subd. 2. [CHAIR.] The board shall elect a chair from its membership. The term of the first
chair of the board expires on January 1, 2004, and the terms of successor chairs expire on January
1 of each succeeding year. The chair shall preside at all meetings of the board, if present, and shall
perform all other duties and functions usually incumbent upon such an officer, and all
administrative functions assigned to the chair by the board. The board shall elect a vice chair from
its membership to act for the chair during temporary absence or disability.

Subd. 3. [SECRETARY AND TREASURER.] The board shall select persons who may, but
need not be, members of the board, to act as its secretary and treasurer. The two offices may be
combined. The secretary and treasurer shall hold office at the pleasure of the board, subject to the
terms of any contract of employment that the board may enter into with the secretary or treasurer.
The secretary shall record the minutes of all meetings of the board, and be the custodian of all
books and records of the board except those that the board entrusts to the custody of a designated
employee. The treasurer is the custodian of all money received by the board except as the board
otherwise entrusts to the custody of a designated employee. The board may appoint a deputy to
perform any and all functions of either the secretary or the treasurer. A secretary or treasurer who
is not a member of the board or a deputy of either does not have the right to vote.

Subd. 4. [PUBLIC EMPLOYEES.] The executive director and other persons employed by the
district are public employees and have all the rights and duties conferred on public employees
under Minnesota Statutes, sections 179A.01 to 179A.25. The board may elect to have employees
become members of either the public employees retirement association or the Minnesota state
retirement system. The compensation and conditions of employment of the employees must be
governed by rules applicable to state employees in the classified service and to the provisions of
Minnesota Statutes, chapter 15A.

Subd. 5. [PROCEDURES.] The board shall adopt resolutions or bylaws establishing
procedures for board action, personnel administration, keeping records, approving claims,
authorizing or making disbursements, safekeeping funds, and auditing all financial operations of
the board.

Subd. 6. [SURETY BONDS AND INSURANCE.] The board may procure surety bonds for its
officers and employees, in amounts deemed necessary to ensure proper performance of their duties
and proper accounting for funds in their custody. It may procure insurance against risks to
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property and liability of the board and its officers, agents, and employees for personal injuries or
death and property damage and destruction, in amounts deemed necessary or desirable, with the
force and effect stated in Minnesota Statutes, chapter 466.

Sec. 4. [GENERAL POWERS OF BOARD.]

Subdivision 1. [SCOPE.] The board has all powers necessary or convenient to discharge the
duties imposed upon it by law. The powers include those specified in this section, but the express
grant or enumeration of powers does not limit the generality or scope of the grant of powers
contained in this subdivision.

Subd. 2. [SUIT.] The board may sue or be sued.

Subd. 3. [CONTRACT.] The board may enter into any contract necessary or proper for the
exercise of its powers or the accomplishment of its purposes.

Subd. 4. [GIFTS, GRANTS, LOANS.] The board may accept gifts, apply for and accept grants
or loans of money or other property from the United States, the state, or any person for any of its
purposes, enter into any agreement required in connection with them, and hold, use, and dispose of
the money or property in accordance with the terms of the gift, grant, loan, or agreement relating
to it. With respect to loans or grants of funds or real or personal property or other assistance from
any state or federal government or its agency or instrumentality, the board may contract to do and
perform all acts and things required as a condition or consideration for the gift, grant, or loan
pursuant to state or federal law or regulations, whether or not included among the powers
expressly granted to the board in sections 1 to 19.

Subd. 5. [COOPERATIVE ACTION.] The board may act under Minnesota Statutes, section
471.59, or any other appropriate law providing for joint or cooperative action between
governmental units.

Subd. 6. [STUDIES AND INVESTIGATIONS.] The board may conduct research studies and
programs, collect and analyze data, prepare reports, maps, charts, and tables, and conduct all
necessary hearings and investigations in connection with the design, construction, and operation of
the district disposal system.

Subd. 7. [EMPLOYEES, TERMS.] The board may employ on terms it deems advisable,
persons or firms performing engineering, legal, or other services of a professional nature; require
any employee to obtain and file with it an individual bond or fidelity insurance policy; and procure
insurance in amounts it deems necessary against liability of the board or its officers or both, for
personal injury or death and property damage or destruction, with the force and effect stated in
Minnesota Statutes, chapter 466, and against risks of damage to or destruction of any of its
facilities, equipment, or other property as it deems necessary.

Subd. 8. [PROPERTY RIGHTS, POWERS.] The board may acquire by purchase, lease,
condemnation, gift, or grant, any real or personal property including positive and negative
easements and water and air rights, and it may construct, enlarge, improve, replace, repair,
maintain, and operate any interceptor, treatment works, or water facility determined to be
necessary or convenient for the collection and disposal of sewage in the district. Any local
governmental unit and the commissioners of transportation and natural resources are authorized to
convey to or permit the use of any of the above-mentioned facilities owned or controlled by it, by
the board, subject to the rights of the holders of any bonds issued with respect to those facilities,
with or without compensation, without an election or approval by any other governmental unit or
agency. All powers conferred by this subdivision may be exercised both within or without the
district as may be necessary for the exercise by the board of its powers or the accomplishment of
its purposes. The board may hold, lease, convey, or otherwise dispose of the above-mentioned
property for its purposes upon the terms and in the manner it deems advisable. Unless otherwise
provided, the right to acquire lands and property rights by condemnation may be exercised only in
accordance with Minnesota Statutes, sections 117.011 to 117.232, and applies to any property or
interest in the property owned by any local governmental unit. Property devoted to an actual
public use at the time, or held to be devoted to such a use within a reasonable time, must not be so
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acquired unless a court of competent jurisdiction determines that the use proposed by the board is
paramount to the existing use. Except in the case of property in actual public use, the board may
take possession of any property on which condemnation proceedings have been commenced at any
time after the issuance of a court order appointing commissioners for its condemnation.

Subd. 9. [RELATIONSHIP TO OTHER PROPERTIES.] The board may construct or maintain
its systems or facilities in, along, on, under, over, or through public waters, streets, bridges,
viaducts, and other public rights-of-way without first obtaining a franchise from a county or
municipality having jurisdiction over them. However, the facilities must be constructed and
maintained in accordance with the ordinances and resolutions of the county or municipality
relating to constructing, installing, and maintaining similar facilities on public properties and must
not unnecessarily obstruct the public use of those rights-of-way.

Subd. 10. [DISPOSAL OF PROPERTY.] The board may sell, lease, or otherwise dispose of
any real or personal property acquired by it which is no longer required for accomplishment of its
purposes. The property may be sold in the manner provided by Minnesota Statutes, section
469.065, insofar as practical. The board may give notice of sale as it deems appropriate. When the
board determines that any property or any part of the district disposal system acquired from a local
governmental unit without compensation is no longer required but is required as a local facility by
the governmental unit from which it was acquired, the board may by resolution transfer it to that
governmental unit.

Subd. 11. [AGREEMENTS WITH OTHER GOVERNMENTAL UNITS.] The board may
contract with the United States or any agency thereof, any state or agency thereof, or any regional
public planning body in the state with jurisdiction over any part of the district, or any other
municipal or public corporation, or governmental subdivision or agency or political subdivision in
any state, for the joint use of any facility owned by the board or such entity, for the operation by
that entity of any system or facility of the board, or for the performance on the board’s behalf of
any service, including but not limited to planning, on terms as may be agreed upon by the
contracting parties. Unless designated by the board as a local water and sanitary sewer facility, any
treatment works or interceptor jointly used, or operated on behalf of the board, as provided in this
subdivision, is deemed to be operated by the board for purposes of including those facilities in the
district disposal system.

Sec. 5. [COMPREHENSIVE PLAN.]

Subdivision 1. [BOARD PLAN AND PROGRAM.] The board shall adopt a comprehensive
plan for the collection, treatment, and disposal of sewage in the district for a designated period the
board deems proper and reasonable. The board shall prepare and adopt subsequent comprehensive
plans for the collection, treatment, and disposal of sewage in the district for each succeeding
designated period as the board deems proper and reasonable. All comprehensive plans of the
district shall be subject to the planning and zoning authority of St. Louis county and in
conformance with all planning and zoning ordinances of St. Louis county. The first plan, as
modified by the board, and any subsequent plan shall take into account the preservation and best
and most economic use of water and other natural resources in the area; the preservation, use, and
potential for use of lands adjoining waters of the state to be used for the disposal of sewage; and
the impact the disposal system will have on present and future land use in the area affected. In no
case shall the comprehensive plan provide for more than 325 connections to the disposal system.
All connections must be charged a full assessment. Connections made after the initial assessment
period ends must be charged an amount equal to the initial assessment plus an adjustment for
inflation and plus any other charges determined to be reasonable and necessary by the board.
Deferred assessments may be permitted, as provided for in Minnesota Statutes, chapter 429. The
plans shall include the general location of needed interceptors and treatment works, a description
of the area that is to be served by the various interceptors and treatment works, a long-range
capital improvements program, and any other details as the board deems appropriate. In
developing the plans, the board shall consult with persons designated for the purpose by governing
bodies of any governmental unit within the district to represent the entities and shall consider the
data, resources, and input offered to the board by the entities and any planning agency acting on
behalf of one or more of the entities. Each plan, when adopted, must be followed in the district and
may be revised as often as the board deems necessary.
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Subd. 2. [COMPREHENSIVE PLANS; HEARING.] Before adopting any subsequent
comprehensive plan, the board shall hold a public hearing on the proposed plan at a time and place
in the district that it selects. The hearing may be continued from time to time. Not less than 45
days before the hearing, the board shall publish notice of the hearing in a newspaper having
general circulation in the district, stating the date, time, and place of the hearing, and the place
where the proposed plan may be examined by any interested person. At the hearing, all interested
persons must be permitted to present their views on the plan.

Sec. 6. [POWERS TO ISSUE OBLIGATIONS AND IMPOSE SPECIAL ASSESSMENTS.]

The central iron range sanitary sewer board, in order to implement the powers granted under
sections 1 to 19 to establish, maintain, and administer the central iron range sanitary sewer district,
may issue obligations and impose special assessments against benefited property within the limits
of the district benefited by facilities constructed under sections 1 to 19 in the manner provided for
local governments by Minnesota Statutes, chapter 429.

Sec. 7. [SYSTEM EXPANSION; APPLICATION TO CITIES.]

The authority of the sanitary sewer board to establish a sewer system under this section extends
to areas within the central iron range sanitary sewer district organized into cities when requested
by resolution of the governing body of the affected city or when ordered by the Minnesota
pollution control agency after notice and hearing. For the purpose of any petition filed or special
assessment levied with respect to any system, the entire area to be served within a city must be
treated as if it were owned by a single person, and the governing body shall exercise all the rights
and be subject to all the duties of an owner of the area, and shall have power to provide for the
payment of all special assessments and other charges imposed upon the area with respect to the
system by the appropriation of money, the collection of service charges, or the levy of taxes,
which shall be subject to no limitation of rate or amount.

Sec. 8. [SEWAGE COLLECTION AND DISPOSAL; POWERS.]

Subdivision 1. [POWERS.] In addition to all other powers conferred upon the board in sections
1 to 19, it has the powers specified in this section.

Subd. 2. [DISCHARGE OF TREATED SEWAGE.] The board may discharge the effluent
from any treatment works operated by it into any waters of the state, subject to approval of the
agency if required and in accordance with any effluent or water quality standards lawfully adopted
by the agency, any interstate agency, or any federal agency having jurisdiction.

Subd. 3. [UTILIZATION OF DISTRICT SYSTEM.] The board may require any person or
local governmental unit to provide for the discharge of any sewage, directly or indirectly, into the
district disposal system, or to connect any disposal system or a part of it with the district disposal
system wherever reasonable opportunity for connection is provided; may regulate the manner in
which the connections are made; may require any person or local governmental unit discharging
sewage into the disposal system to provide preliminary treatment for it; may prohibit the discharge
into the district disposal system of any substance that it determines will or may be harmful to the
system or any persons operating it; and may require any local governmental unit to discontinue the
acquisition, betterment, or operation of any facility for the unit’s disposal system wherever and so
far as adequate service is or will be provided by the district disposal system.

Subd. 4. [SYSTEM OF COST RECOVERY TO COMPLY WITH APPLICABLE
REGULATIONS.] Any charges, connection fees, or other cost-recovery techniques imposed on
persons discharging sewage directly or indirectly into the district disposal system must comply
with applicable state and federal law, including state and federal regulations governing grant
applications.

Sec. 9. [BUDGET.]

(a) The board shall prepare and adopt, on or before October 1, 2002, and each year thereafter, a
budget showing for the following calendar year or other fiscal year determined by the board,
sometimes referred to in sections 1 to 19 as the budget year, estimated receipts of money from all
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sources, including but not limited to payments by each local governmental unit, federal or state
grants, taxes on property, and funds on hand at the beginning of the year, and estimated
expenditures for:

(1) costs of operation, administration, and maintenance of the district disposal system;

(2) cost of acquisition and betterment of the district disposal system; and

(3) debt service, including principal and interest, on general obligation bonds and certificates
issued pursuant to section 13, and any money judgments entered by a court of competent
jurisdiction.

(b) Expenditures within these general categories, and any other categories as the board may
from time to time determine, must be itemized in detail as the board prescribes. The board and its
officers, agents, and employees must not spend money for any purpose other than debt service
without having set forth the expense in the budget nor in excess of the amount set forth in the
budget for it. No obligation to make an expenditure of the above-mentioned type is enforceable
except as the obligation of the person or persons incurring it. The board may amend the budget at
any time by transferring from one purpose to another any sums except money for debt service and
bond proceeds or by increasing expenditures in any amount by which actual cash receipts during
the budget year exceed the total amounts designated in the original budget. The creation of any
obligation under section 13, or the receipt of any federal or state grant is a sufficient budget
designation of the proceeds for the purpose for which it is authorized, and of the tax or other
revenue pledged to pay the obligation and interest on it, whether or not specifically included in any
annual budget.

Sec. 10. [ALLOCATION OF COSTS.]

Subdivision 1. [DEFINITION OF CURRENT COSTS.] The estimated cost of administration,
operation, maintenance, and debt service of the district disposal system to be paid by the board in
each fiscal year and the estimated costs of acquisition and betterment of the system that are to be
paid during the year from funds other than state or federal grants and bond proceeds and all other
previously unallocated payments made by the board pursuant to sections 1 to 19 to be allocated in
the fiscal year are referred to as current costs and must be allocated by the board as provided in
subdivision 2 in the budget for that year.

Subd. 2. [METHOD OF ALLOCATION OF CURRENT COSTS.] Current costs must be
allocated in the district on an equitable basis as the board may determine by resolution to be in the
best interests of the district. The adoption or revision of any method of allocation used by the
board must be by the affirmative vote of at least two-thirds of the members of the board.

Sec. 11. [TAX LEVIES.]

To accomplish any duty imposed on it the board may, in addition to the powers granted in
sections 1 to 19 and in any other law or charter, exercise the powers granted any municipality by
Minnesota Statutes, chapters 117, 412, 429, 475, sections 115.46, 444.075, and 471.59, with
respect to the area in the district. The board may levy taxes upon all taxable property in the district
for all or a part of the amount payable to the board, pursuant to section 10, to be assessed and
extended as a tax upon that taxable property by the county auditor for the next calendar year, free
from any limit of rate or amount imposed by law or charter. The tax must be collected and
remitted in the same manner as other general taxes.

Sec. 12. [PUBLIC HEARING AND SPECIAL ASSESSMENTS.]

Subdivision 1. [PUBLIC HEARING REQUIREMENT ON SPECIFIC PROJECT.] Before the
board orders any project involving the acquisition or betterment of any interceptor or treatment
works, all or a part of the cost of which will be allocated pursuant to section 10 as current costs,
the board must hold a public hearing on the proposed project. The hearing must be held following
two publications in a newspaper having general circulation in the district, stating the time and
place of the hearing, the general nature and location of the project, the estimated total cost of
acquisition and betterment, that portion of costs estimated to be paid out of federal and state
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grants, and that portion of costs estimated to be allocated. The estimates must be the best available
at the time of the meeting and if costs exceed the estimate, the project cannot proceed until an
additional public hearing is held, with notice as required at the initial meeting. The two
publications must be a week apart and the hearing at least three days after the last publication. Not
less than 45 days before the hearing, notice of the hearing must also be mailed to each clerk of all
local governmental units in the district, but failure to give mailed notice or any defects in the
notice does not invalidate the proceedings. The project may include all or part of one or more
interceptors or treatment works. A hearing must not be held on a project unless the project is
within the area covered by the comprehensive plan adopted by the board under section 5, except
that the hearing may be held simultaneously with a hearing on a comprehensive plan. A hearing is
not required with respect to a project, no part of the costs of which are to be allocated as the
current costs of acquisition, betterment, and debt service.

Subd. 2. [NOTICE TO BENEFITED PROPERTY OWNERS.] If the board proposes to assess
against benefited property within the district all or any part of the allocable costs of the project as
provided in subdivision 5, the board shall, not less than two weeks before the hearing provided for
in subdivision 1, cause mailed notice of the hearing to be given to the owner of each parcel within
the area proposed to be specially assessed and shall also give two weeks’ published notice of the
hearing. The notice of hearing must contain the same information provided in the notice published
by the board pursuant to subdivision 1, and a description of the area proposed to be assessed. For
the purpose of giving mailed notice, owners are those shown to be on the records of the county
auditor or, in any county where tax statements are mailed by the county treasurer, on the records
of the county treasurer; but other appropriate records may be used for this purpose. For properties
that are tax exempt or subject to taxation on a gross earnings basis and not listed on the records of
the county auditor or the county treasurer, the owners must be ascertained by any practicable
means and mailed notice given them as herein provided. Failure to give mailed notice or any
defects in the notice does not invalidate the proceedings of the board.

Subd. 3. [BOARD PROCEEDINGS PERTAINING TO HEARING.] Before adoption of the
resolution calling for a hearing under this section, the board shall secure from the district engineer
or some other competent person of the board’s selection a report advising it in a preliminary way
as to whether the proposed project is feasible and whether it should be made as proposed or in
connection with some other project and the estimated costs of the project as recommended. No
error or omission in the report invalidates the proceeding. The board may also take other steps
before the hearing, as will in its judgment provide helpful information in determining the
desirability and feasibility of the project, including but not limited to preparation of plans and
specifications and advertisement for bids on them. The hearing may be adjourned from time to
time and a resolution ordering the project may be adopted at any time within six months after the
date of hearing. In ordering the project the board may reduce but not increase the extent of the
project as stated in the notice of hearing and shall find that the project as ordered is in accordance
with the comprehensive plan and program adopted by the board pursuant to section 5.

Subd. 4. [EMERGENCY ACTION.] If the board by resolution adopted by the affirmative vote
of not less than two-thirds of its members determines that an emergency exists requiring the
immediate purchase of materials or supplies or the making of emergency repairs, it may order the
purchase of those supplies and materials and the making of the repairs before any hearing required
under this section. The board must set as early a date as practicable for the hearing at the time it
declares the emergency. All other provisions of this section must be followed in giving notice of
and conducting the hearing. Nothing in this subdivision prevents the board or its agents from
purchasing maintenance supplies or incurring maintenance costs without regard to the
requirements of this section.

Subd. 5. [POWER OF THE BOARD TO SPECIALLY ASSESS.] The board may specially
assess all or any part of the costs of acquisition and betterment as provided in this subdivision, of
any project ordered under this section. The special assessments must be levied in accordance with
Minnesota Statutes, sections 429.051 to 429.081, except as otherwise provided in this subdivision.
No other provisions of Minnesota Statutes, chapter 429, apply. For purposes of levying the special
assessments, the hearing on the project required in subdivision 1 serves as the hearing on the
making of the original improvement provided for by Minnesota Statutes, section 429.051. The
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area assessed may be less than but may not exceed the area proposed to be assessed as stated in the
notice of hearing on the project provided for in subdivision 2.

Sec. 13. [BONDS, CERTIFICATES, AND OTHER OBLIGATIONS.]

Subdivision 1. [BUDGET ANTICIPATION CERTIFICATES OF INDEBTEDNESS.] At any
time after adoption of its annual budget and in anticipation of the collection of tax and other
revenues estimated and set forth by the board in the budget, except in the case of deficiency taxes
levied under this subdivision and taxes levied for the payment of certificates issued under
subdivision 2, the board may, by resolution, authorize the issuance, negotiation, and sale, in
accordance with subdivision 4 in the form and manner and upon terms it determines, of its
negotiable general obligation certificates of indebtedness in aggregate principal amounts not
exceeding 50 percent of the total amount of tax collections and other revenues, and maturing not
later than three months after the close of the budget year in which issued. The proceeds of the sale
of the certificates must be used solely for the purposes for which the tax collections and other
revenues are to be expended under the budget.

All the tax collections and other revenues included in the budget for the budget year, after the
expenditure of the tax collections and other revenues in accordance with the budget, must be
irrevocably pledged and appropriated to a special fund to pay the principal and interest on the
certificates when due. If for any reason the tax collections and other revenues are insufficient to
pay the certificates and interest when due, the board shall levy a tax in the amount of the
deficiency on all taxable property in the district and shall appropriate this amount when received
to the special fund.

Subd. 2. [EMERGENCY CERTIFICATES OF INDEBTEDNESS.] If in any budget year the
receipts of tax and other revenues should for some unforeseen cause become insufficient to pay
the board’s current expenses, or if any public emergency should subject it to the necessity of
making extraordinary expenditures, the board may by resolution authorize the issuance,
negotiation, and sale, in accordance with subdivision 4 in the form and manner and upon the terms
and conditions it determines, of its negotiable general obligation certificates of indebtedness in an
amount sufficient to meet the deficiency. The board shall levy on all taxable property in the district
a tax sufficient to pay the certificates and interest on the certificates and shall appropriate all
collections of the tax to a special fund created for the payment of the certificates and the interest
on them. Certificates issued under this subdivision mature not later than April 1 in the year
following the year in which the tax is collectible.

Subd. 3. [GENERAL OBLIGATION BONDS.] The board may by resolution authorize the
issuance of general obligation bonds for the acquisition or betterment of any part of the district
disposal system, including but without limitation the payment of interest during construction and
for a reasonable period thereafter, or for the refunding of outstanding bonds, certificates of
indebtedness, or judgments. The board shall pledge its full faith and credit and taxing power for
the payment of the bonds and shall provide for the issuance and sale and for the security of the
bonds in the manner provided in Minnesota Statutes, chapter 475. The board has the same powers
and duties as a municipality issuing bonds under that law, except that no election is required and
the debt limitations of Minnesota Statutes, chapter 475, do not apply to the bonds. The board may
also pledge for the payment of the bonds and deduct from the amount of any tax levy required
under Minnesota Statutes, section 475.61, subdivision 1, and any revenues receivable under any
state and federal grants anticipated by the board and may covenant to refund the bonds if and
when and to the extent that for any reason the revenues, together with other funds available and
appropriated for that purpose, are not sufficient to pay all principal and interest due or about to
become due, provided that the revenues have not been anticipated by the issuance of certificates
under subdivision 1.

Subd. 4. [MANNER OF SALE AND ISSUANCE OF CERTIFICATES.] Certificates issued
under subdivisions 1 and 2 may be issued and sold by negotiation, without public sale, and may be
sold at a price equal to the percentage of the par value of the certificates, plus accrued interest, and
bearing interest at the rate determined by the board. An election is not required to authorize the
issuance of the certificates. The certificates must bear the same rate of interest after maturity as
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before and the full faith and credit and taxing power of the board must be pledged to the payment
of the certificates.

Sec. 14. [DEPOSITORIES.]

The board shall designate one or more national or state banks, or trust companies authorized to
do a banking business, as official depositories for money of the board, and shall require the
treasurer to deposit all or a part of the money in those institutions. The designation must be in
writing and set forth all the terms and conditions upon which the deposits are made, and must be
signed by the chair and treasurer and made a part of the minutes of the board.

Sec. 15. [MONEY, ACCOUNTS, AND INVESTMENTS.]

Subdivision 1. [RECEIPT AND APPLICATION.] Money received by the board must be
deposited or invested by the treasurer and disposed of as the board may direct in accordance with
its budget; provided that any money that has been pledged or dedicated by the board to the
payment of obligations or interest on the obligations or expenses incident thereto, or for any other
specific purpose authorized by law, must be paid by the treasurer into the fund to which it has
been pledged.

Subd. 2. [FUNDS AND ACCOUNTS.] (a) The board’s treasurer shall establish funds and
accounts as may be necessary or convenient to handle the receipts and disbursements of the board
in an orderly fashion.

(b) The funds and accounts must be audited annually by a certified public accountant at the
expense of the district.

Subd. 3. [DEPOSIT AND INVESTMENT.] The money on hand in those funds and accounts
may be deposited in the official depositories of the board or invested as provided in this
subdivision. Any amount not currently needed or required by law to be kept in cash on deposit
may be invested in obligations authorized for the investment of municipal sinking funds by
Minnesota Statutes, chapter 118A. The money may also be held under certificates of deposit
issued by any official depository of the board.

Subd. 4. [BOND PROCEEDS.] The use of proceeds of all bonds issued by the board for the
acquisition and betterment of the district disposal system, and the use, other than investment, of all
money on hand in any sinking fund or funds of the board, is governed by the provisions of
Minnesota Statutes, chapter 475, the provisions of sections 1 to 19, and the provisions of
resolutions authorizing the issuance of the bonds. When received, the bond proceeds must be
transferred to the treasurer of the board for safekeeping, investment, and payment of the costs for
which they were issued.

Subd. 5. [AUDIT.] The board shall provide for and pay the cost of an independent annual audit
of its official books and records by the state auditor or a public accountant authorized to perform
that function under Minnesota Statutes, chapter 6.

Sec. 16. [SERVICE CONTRACTS WITH GOVERNMENTAL ENTITIES OUTSIDE THE
JURISDICTION OF THE BOARD.]

(a) The board may contract with the United States or any agency of the federal government,
any state or its agency, or any municipal or public corporation, governmental subdivision or
agency or political subdivision in any state, outside the jurisdiction of the board, for furnishing
services to those entities, including but not limited to planning for and the acquisition, betterment,
operation, administration, and maintenance of any or all interceptors, treatment works, and local
water and sanitary sewer facilities. The board may include as one of the terms of the contract that
the entity must pay to the board an amount agreed upon as a reasonable estimate of the
proportionate share properly allocable to the entity of costs of acquisition, betterment, and debt
service previously allocated in the district. When payments are made by entities to the board, they
must be applied in reduction of the total amount of costs thereafter allocated in the district, on an
equitable basis as the board deems to be in the best interests of the district, applying so far as
practicable and appropriate the criteria set forth in section 10, subdivision 2. A municipality in the
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state of Minnesota may enter into a contract and perform all acts and things required as a condition
or consideration therefor consistent with the purposes of sections 1 to 19, whether or not included
among the powers otherwise granted to the municipality by law or charter.

(b) The board shall contract with a qualified entity to make necessary inspections of the district
facilities, and to otherwise process or assist in processing any of the work of the district.

Sec. 17. [CONTRACTS FOR CONSTRUCTION, MATERIALS, SUPPLIES, AND
EQUIPMENT.]

When the board orders a project involving the acquisition or betterment of a part of the district
disposal system, it shall cause plans and specifications of the project to be made, or if previously
made, to be modified, if necessary, and to be approved by the agency if required, and after any
required approval by the agency, one or more contracts for work and materials called for by the
plans and specifications may be awarded as provided in Minnesota Statutes, section 471.345.

Sec. 18. [PROPERTY EXEMPT FROM TAXATION.]

Any properties, real or personal, owned, leased, controlled, used, or occupied by the sanitary
sewer board for any purpose under sections 1 to 19 are declared to be acquired, owned, leased,
controlled, used, and occupied for public, governmental, and municipal purposes, and are exempt
from taxation by the state or any political subdivision of the state. The properties are subject to
special assessments levied by a political subdivision for a local improvement in amounts
proportionate to and not exceeding the special benefit received by the properties from the
improvement.

Sec. 19. [RELATION TO EXISTING LAWS.]

Sections 1 to 19 must be given full effect notwithstanding the provisions of any law or charter
inconsistent with sections 1 to 19. The powers conferred on the board under sections 1 to 19 do
not in any way diminish or supersede the powers conferred on the agency by Minnesota Statutes,
chapters 115 to 116.

Sec. 20. [LOCAL APPROVAL.]

This article takes effect the day after each of the governing bodies of each of the local
governmental units has complied with Minnesota Statutes, section 645.021, subdivision 3."

Delete the title and insert:

"A bill for an act relating to environment; clarifying individual sewage treatment classification;
regulating appliance recycling activities; abolishing the waste tire grant and loan program;
requiring a water quality permit progress report; establishing the central iron range sanitary sewer
district; amending Minnesota Statutes 2000, sections 115.55, by adding a subdivision; 115A.9561,
subdivision 2; Minnesota Statutes 2001 Supplement, section 115A.912, subdivision 1; Laws 2002,
chapter 293, by adding a section; repealing Minnesota Statutes 2000, section 115A.913;
Minnesota Rules, parts 9220.0130, subpart 2, item H; 9220.0170; 9220.0180; 9220.0800;
9220.0805; 9220.0810; 9220.0815; 9220.0820; 9220.0825; 9220.0830; 9220.0835; 9220.0900;
9220.0905; 9220.0910; 9220.0915; 9220.0920; 9220.0925; 9220.0930; 9220.0935."

We request adoption of this report and repassage of the bill.

Senate Conferees: (Signed) Linda I. Higgins, David J. Tomassoni, Dennis R. Frederickson

House Conferees: (Signed) Mark William Holsten, Harry Mares, Anthony Sertich

Senator Higgins moved that the foregoing recommendations and Conference Committee Report
on S.F. No. 3134 be now adopted, and that the bill be repassed as amended by the Conference
Committee. The motion prevailed. So the recommendations and Conference Committee Report
were adopted.

S.F. No. 3134 was read the third time, as amended by the Conference Committee, and placed
on its repassage.
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The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 60 and nays 0, as follows:

Those who voted in the affirmative were:
Anderson Frederickson Krentz Orfield Sabo
Bachmann Higgins Larson Ourada Sams
Belanger Johnson, Dave Lesewski Pappas Samuelson
Berg Johnson, Dean Lessard Pariseau Scheevel
Berglin Johnson, Debbie Limmer Pogemiller Scheid
Betzold Johnson, Doug Lourey Price Schwab
Chaudhary Kelley, S.P. Marty Ranum Solon, Y.P.
Day Kierlin Metzen Reiter Stevens
Dille Kinkel Moua Rest Stumpf
Fischbach Kiscaden Murphy Ring Tomassoni
Foley Kleis Neuville Robertson Vickerman
Fowler Knutson Olson Robling Wiger

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

S.F. No. 3133 and the Conference Committee Report thereon were reported to the Senate.

CONFERENCE COMMITTEE REPORT ON S.F. NO. 3133

A bill for an act relating to health; requiring legislative approval before the commissioner of
health adopts certain new or amended rules governing the Minnesota Clean Indoor Air Act;
amending Minnesota Statutes 2000, section 144.417, subdivision 1.

May 14, 2002

The Honorable Don Samuelson
President of the Senate

The Honorable Steve Sviggum
Speaker of the House of Representatives

We, the undersigned conferees for S.F. No. 3133, report that we have agreed upon the items in
dispute and recommend as follows:

That the House recede from its amendments and that S.F. No. 3133 be further amended as
follows:

Delete everything after the enacting clause and insert:

"Section 1. Minnesota Statutes 2000, section 144.417, subdivision 1, is amended to read:

Subdivision 1. [RULES.] (a) The state commissioner of health shall adopt rules necessary and
reasonable to implement the provisions of sections 144.411 to 144.417, except as provided for in
section 144.414.

(b) Rules implementing sections 144.411 to 144.417 adopted after January 1, 2002, may not
take effect until approved by a law enacted after January 1, 2002. This paragraph does not apply to
a rule or severable portion of a rule governing smoking in office buildings, factories, warehouses,
or similar places of work, or in health care facilities. This paragraph does not apply to a rule
changing the definition of "restaurant" to make it the same as the definition in section 157.15,
subdivision 12.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
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Sec. 2. [LIMITED ENGLISH PROFICIENT STUDENTS; WRITTEN COMPOSITION
BASIC SKILLS TEST.]

A school district may offer to limited English proficient students in their anticipated graduation
year the additional testing opportunity beyond the April retest date under Minnesota Rules, part
3501.0250, for the 2002-2003 and 2003-2004 school years only. To be eligible for this additional
testing opportunity, the student must achieve a score of at least two on the written composition
basic skills test and meet all other graduation requirements. The district also must demonstrate,
consistent with Minnesota Rules, part 3501.0110, that the limited English proficient student’s
remediation plan includes a diagnostic analysis of the student’s writing and shows that educators
intervened with the student, consistent with the student’s test results. The district must offer the
student additional remediation before the May retesting date.

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

Delete the title and insert:

"A bill for an act relating to administrative rules; requiring legislative approval before certain
new or amended rules under the Clean Indoor Air Act are adopted; authorizing school districts to
offer additional testing opportunities to limited English proficient students; amending Minnesota
Statutes 2000, section 144.417, subdivision 1.

We request adoption of this report and repassage of the bill.

Senate Conferees: (Signed) Dan Stevens, Lawrence J. Pogemiller, Sandra L. Pappas

House Conferees: (Signed) Marty Seifert, Sondra Erickson, Gene Pelowski, Jr.

Senator Stevens moved that the foregoing recommendations and Conference Committee Report
on S.F. No. 3133 be now adopted, and that the bill be repassed as amended by the Conference
Committee. The motion prevailed. So the recommendations and Conference Committee Report
were adopted.

S.F. No. 3133 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 59 and nays 5, as follows:

Those who voted in the affirmative were:
Anderson Frederickson Knutson Orfield Sams
Bachmann Higgins Krentz Ourada Samuelson
Belanger Hottinger Larson Pappas Scheevel
Berg Johnson, Dave Lesewski Pariseau Scheid
Betzold Johnson, Dean Lessard Pogemiller Schwab
Chaudhary Johnson, Debbie Limmer Price Solon, Y.P.
Cohen Johnson, Doug Metzen Ranum Stevens
Day Kelley, S.P. Moe, R.D. Reiter Stumpf
Dille Kierlin Moua Rest Vickerman
Fischbach Kinkel Murphy Robertson Wiener
Foley Kiscaden Neuville Robling Wiger
Fowler Kleis Olson Sabo

Those who voted in the negative were:
Berglin Lourey Marty Ring Tomassoni

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.
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MOTIONS AND RESOLUTIONS - CONTINUED

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

MESSAGES FROM THE HOUSE

Mr. President:

I have the honor to announce that the House has acceded to the request of the Senate for the
appointment of a Conference Committee, consisting of 3 members of the House, on the
amendments adopted by the House to the following Senate File:

S.F. No. 2572: A bill for an act relating to local government; authorizing the establishment of a
specific nonprofit corporation in development region nine for certain specified purposes.

There has been appointed as such committee on the part of the House:

Abrams, McElroy and Milbert.

Senate File No. 2572 is herewith returned to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives

Returned May 15, 2002

Mr. President:

I have the honor to announce that the House has adopted the recommendation and report of the
Conference Committee on Senate File No. 3099, and repassed said bill in accordance with the
report of the Committee, so adopted.

S.F. No. 3099: A bill for an act relating to human services; allowing the ombudsman for
corrections to apply for or receive certain grants; making changes to continuing care programs;
modifying case manager continuing education requirements; adding an exemption from
preadmission screening requirements; modifying targeted case management client contact
requirements; requiring a case management services study; modifying planned closure rate
adjustment provisions; correcting inconsistencies in mental health services coverage in border
states; requiring plumbers to be licensed; establishing inspection requirements for new plumbing
installations; allowing the commissioner to charge fees to hire staff; licensing restricted plumbing
contractors; requiring rulemaking; expanding MFIP hardship extensions; amending Minnesota
Statutes 2000, sections 241.44, by adding a subdivision; 245.462, subdivision 4; 245.4871,
subdivision 4; 245.50, subdivisions 1, 2, 5; 326.01, by adding a subdivision; 326.37, subdivision 1,
by adding a subdivision; 326.40, subdivision 1; Minnesota Statutes 2001 Supplement, sections
144.122; 144.148, subdivision 2; 256B.0627, subdivision 10; 256B.0911, subdivisions 4b, 4d;
256B.0913, subdivision 5; 256B.0915, subdivision 3; 256B.0924, subdivision 6; 256B.0951,
subdivisions 7, 8; 256B.437, subdivision 6; 256J.425, subdivisions 3, 4, 5, 6, by adding a
subdivision; 326.38; proposing coding for new law in Minnesota Statutes, chapter 326; repealing
Minnesota Statutes 2000, section 326.45.

Senate File No. 3099 is herewith returned to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives

Returned May 15, 2002

Mr. President:

I have the honor to announce that the House has adopted the recommendation and report of the
Conference Committee on Senate File No. 2738, and repassed said bill in accordance with the
report of the Committee, so adopted.
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S.F. No. 2738: A bill for an act relating to natural resources; providing for acquisitions of
stream easements; providing for maintenance of leased property; permitting aquatic plant grants;
making certain state park permit exemptions; providing for federal law compliance; modifying
certain appropriations; providing for the Cuyuna Lakes Trail; restricting the taking of fish in
certain private fish hatcheries on aquatic farms; authorizing sale, conveyance, or exchange of
certain tax-forfeited and surplus lands; allowing certain zoning nonconformities in the Lower Saint
Croix National Scenic Riverway; deleting and adding areas to certain state parks; allowing certain
snowmobile trail grants to be used for reimbursement of snowmobile trail grooming equipment;
appropriating money; amending Minnesota Statutes 2000, sections 84.0272; 84.153; 84.975, by
adding a subdivision; 85.015, by adding a subdivision; 85.054, by adding a subdivision; 97A.055,
by adding a subdivision; 97C.025; 282.018, subdivision 1; 394.36, by adding a subdivision;
462.357, by adding a subdivision; Laws 2001, First Special Session chapter 2, section 5,
subdivisions 2, 5, 6, 7, 8, 11; proposing coding for new law in Minnesota Statutes, chapter 97A.

Senate File No. 2738 is herewith returned to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives

Returned May 15, 2002

Mr. President:

I have the honor to announce the following change in the membership of the Conference
Committee on House File No. 2498:

Delete the name of Kuisle and add the name of Milbert.

Edward A. Burdick, Chief Clerk, House of Representatives

May 15, 2002

Mr. President:

I have the honor to announce that the House refuses to concur in the Senate amendments to
House File No. 3127:

H.F. No. 3127: A bill for an act relating to retirement; various retirement plans; clarifying the
laws applicable to the remaining local police and paid firefighter pension plans; repealing obsolete
local police and paid firefighter pension plan laws; authorizing service credit purchase for certain
strike periods; providing public employee pension coverage for certain foreign citizens; clarifying
membership eligibility and allowable service credit for the public employees retirement
association; requiring membership for charter school teachers in the teachers retirement
association; providing for the payment of unpaid closed charter school retirement contributions
from charter school lease aid; eliminating contribution rate increases in the local government
correctional service retirement plan; establishing provisions relating to employees of the Kanabec
hospital if the hospital is privatized; extending the expiration date for certain prior service credit
purchase authorizations; recodifying social security coverage provisions; implementing
recommended changes in salary actuarial assumptions; clarifying the restrictions on supplemental
and local pension plans for plans funded from accumulated sick and vacation leave; reorganizing
the revising various general retirement provisions; instructing the revisor of statutes; authorizing
the commissioner of administration to lease pension fund facilities to deferred compensation
service providers; authorizing certain volunteer firefighters to receive service pensions or
disability benefits without terminating active service; creating the coordinated program of the
legislators retirement plan; providing a second social security referendum for legislators;
modifying Minneapolis police optional annuity provision; modifying voluntary unpaid leave of
absence provision for state employees; providing for an extension of the rule of 90 benefit tier for
the teachers retirement association and the Duluth teachers retirement fund association; changing
the effective date for certain modifications to the judges retirement plan; amending Minnesota
Statutes 2000, sections 69.77; 69.80; 353.01, by adding a subdivision; 353.64, subdivision 7a;
353A.08, subdivision 6a; 353E.02, subdivision 1, by adding a subdivision; 353E.03; 353F.02,
subdivision 4; 354.05, subdivision 38; 354.44, subdivision 6; 354A.011, subdivisions 15A, 27;
354A.31, subdivisions 4a, 5, 6, 7; 355.01, subdivisions 1, 3, 6, 8, by adding subdivisions; 355.02;
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355.03; 355.05; 355.07; 355.08; 356.001; 356.20, subdivisions 1, 2, 3, 4, 4a; 356.215, as amended;
356.216; 356.217; 356.219; 356.22; 356.23; 356.24, subdivisions 1b, 1c, 2; 356.245; 356.25;
356.30; 356.302; 356.303; 356.32; 356.40; 356.41; 356.50; 356.55, as amended; 356.551;
356.611; 356.65, subdivision 2; 356.87; 356.89, subdivision 3; 423A.17; 423A.171; 423B.09,
subdivision 6; 424A.02, subdivision 1; 424A.09; Minnesota Statutes 2001 Supplement, sections
352.01, subdivision 11; 353.01, subdivisions 2a, 2b, 11b, 16; 353.27, subdivisions 4, 11; 354.05,
subdivisions 2, 13; 356.24, subdivision 1; 356.555; 356.62; 356.65, subdivision 1; Laws 1997,
chapter 202, article 2, section 61, as amended; Laws 1999, chapter 222, article 16, section 16;
Laws 2000, chapter 461, article 10, section 3, as amended; Laws 2000, chapter 461, article 12,
section 20; Laws 2000, chapter 461, article 18, section 10; Laws 2001, First Special Session
chapter 10, article 6, section 21; proposing coding for new law in Minnesota Statutes, chapters 3A;
355; 356; proposing coding for new law as Minnesota Statutes, chapter 356B; repealing Minnesota
Statutes 2000, sections 69.25; 69.26; 69.27; 69.28; 69.29; 69.30; 69.32; 69.361; 69.37; 69.38;
69.39; 69.40; 69.41; 69.42; 69.43; 69.44; 69.45; 69.46; 69.47; 69.48; 69.49; 69.50; 69.51; 69.52;
69.53; 69.62; 69.78; 297I.10, subdivision 2; 355.01, subdivisions 2, 4, 5, 9, 10; 355.11; 355.12;
355.13; 355.14; 355.15; 355.16; 355.17; 355.201; 355.202; 355.203; 355.204; 355.205; 355.206;
355.207; 355.208; 355.209; 355.21; 355.22; 355.23; 355.24; 355.25; 355.26; 355.27; 355.28;
355.281; 355.282; 355.283; 355.284; 355.285; 355.286; 355.287; 355.288; 355.29; 355.291;
355.292; 355.293; 355.294; 355.295; 355.296; 355.297; 355.298; 355.299; 355.30; 355.311;
355.391; 355.392; 355.393; 355.41; 355.42; 355.43; 355.44; 355.45; 355.46; 355.48; 355.49;
355.50; 355.51; 355.52; 355.54; 355.55; 355.56; 355.57; 355.58; 355.59; 355.60; 355.61; 355.621;
355.622; 355.623; 355.624; 355.625; 355.626; 355.627; 355.628; 355.71; 355.72; 355.73; 355.74;
355.75; 355.76; 355.77; 355.78; 355.79; 355.80; 355.81; 355.90; 356.19; 356.305; 356.306;
356.31; 356.325; 356.35; 356.36; 356.37; 356.371, subdivisions 2, 3; 356.372; 356.38; 356.39;
356.45; 356.451; 356.452; 356.453; 356.454; 356.455; 356.615; 356.71; 356.80; 356.81; 356.86;
356.865; 356.88; 356.89; 423.37; 423.371; 423.372; 423.373; 423.374; 423.375; 423.377;
423.378; 423.379; 423.38; 423.381; 423.382; 423.383; 423.384; 423.385; 423.386; 423.387;
423.388; 423.389; 423.39; 423.391; 423.392; 423.801; 423.802; 423.803; 423.804; 423.805;
423.806; 423.808; 423.809; 423.810; 423.812; 423.813; 423.814; 423.90; 423A.03; 424.01;
424.02; 424.03; 424.04; 424.05; 424.06; 424.08; 424.14; 424.15; 424.16; 424.165; 424.17; 424.18;
424.19; 424.20; 424.21; 424.22; 424.23; 424.24; 424.25; 424.27; 424.28; 424.29; Minnesota
Statutes 2001 Supplement, sections 353.01, subdivision 39; 356.371, subdivision 1; 356.866;
Special Session Laws 1889, chapter 425; Special Session Laws 1891, chapter 11; Laws 1897,
chapters 389; 390; Laws 1915, chapter 68; Laws 1917, chapter 196; Laws 1919, chapters 68, 515;
Laws 1921, chapter 118; Laws 1923, chapter 54; Laws 1925, chapter 197; Laws 1931, chapter 48;
Laws 1933, chapter 122; Laws 1935, chapters 92; 192; 208; 259; Laws 1937, chapters 132; 197;
253; Laws 1939, chapters 124; 304; Laws 1941, chapters 74; 182; 196; Laws 1943, chapters 170;
267; 397; 413; 432; Laws 1945, chapters 74; 182; 277; 300; Laws 1947, chapters 40; 43; 101; 274;
329; Laws 1949, chapters 87; 144; 153; 154; 164; 191; 235; 281; 378; Laws 1951, chapters 43; 45;
48; 144; 233; 243; 420; 435; 499; Laws 1953, chapters 37; 44; 91; 235; 253; 348; 391; 401; 406;
Laws 1955, chapters 42; 49; 75; 151; 187; 188; 293; 294; 348; 375; 827; Laws 1957, chapters 10;
16; 36; 127; 144; 164; 256; 257; 455; 630; 793; Laws 1959, chapters 108; 131; 191; 207; 208;
211; 437; Laws 1961, chapters 186; 290; 295; 300; 343; 376; 399; 434; 435, section 2; 443; 620;
631; 747; Extra Session Laws 1961, chapters 28; 80; Laws 1963, chapters 36; 208; 221; 271; 443;
453; 454; 464; 619; 636; 643; 670; 715; Laws 1965, chapters 174; 179; 190; 418; 457; 458; 465;
498; 536; 540; 594; 604; 605; 636; 790; Laws 1967, chapters 644; 678; 702; 708; 730; 732; 736;
751; 775; 783; 798; 807; 816; 848; Laws 1969, chapters 138; 442; 443; 552; 576; 594; 614; 641;
668; 669; 670; 671; 672; 686; 694; 716; 849; 1087; Laws 1971, chapters 51; 178; 407; 549; 614;
807; 809; 810; Extra Session Laws 1971, chapter 41; Laws 1973, chapters 286; 287; 346; 359;
432; 433; 587; Laws 1974, chapters 251; 382; Laws 1975, chapters 120; 121; 127; 254, sections 1,
2, 3, 4, 5, 6; 368, section 54; 389; 408; 423; 424; 425; Laws 1976, chapters 36; 78; 85; 99; 247;
Laws 1977, chapters 83; 164, sections 1, 3; 169; 270; 275; 374, sections 1, 2, 3, 4, 5, 6, 7, 8, 9, 10,
11, 12, 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34, 35, 36,
37, 38, 39, 40, 41, 42, 43, 44, 45, 46, 47, 48, 49, 50, 51, 52, 53, 54, 55, 56, 57, 58, 59, 60; 429,
section 62; Laws 1978, chapters 563, sections 12, 13, 14, 16, 17, 18, 19, 20, 21, 22, 23, 24, 25, 26,
27, 28, 29, 30; 579; 648; 690, sections 9, 10; 793, section 96; Laws 1979, chapters 131, section 3;
216, sections 27, 28, 29, 30, 31, 34, 35, 36, 37, 38, 39, 40, 41, 42, 43, 44; Laws 1980, chapters
341, sections 2, 3, 4, 5, 6, 9, 10; 600, sections 11, 12, 13, 14, 15, 16, 17, 18, 22; 607, article XV,
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section 23; Laws 1981, chapter 68, sections 31, 32, 33, 34, 35, 36, 37, 41, 42, 43; Laws 1981,
chapter 224, sections 236, 237, 239, 240, 243, 244, 247, 248, 252, 253, 258, 259, 260, 261, 263,
264, 265, 266, 267, 268, 270, 272, 273; Laws 1981, chapter 297, sections 1, 2; Laws 1982,
chapters 402; 443; 574, sections 3, 4, 5, 6, 8; 578, article II, section 1, subdivision 8, article III,
section 18; 610, sections 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20; Laws 1983, chapters 47;
74; 84, section 1; 291, sections 8, 9, 10, 11, 12, 13, 14, 15, 16, 17; Laws 1984, chapter 574,
sections 18, 19, 20, 22, 23, 24, 25, 26, 33; Laws 1985, chapters 259, sections 5, 6; 261, sections
14, 15, 16, 18, 20, 32, 33, 34, 35, 36; Laws 1985, First Special Session chapter 16, article 2,
section 6; Laws 1986, chapters 359, sections 22, 23, 24, 25; 458, sections 23, 34; Laws 1987,
chapter 372, article 2, sections 7, 8, 9, 10, 12; Laws 1988, chapter 709, articles 8, section 5; 9,
section 5; Laws 1989, chapter 319, article 11, sections 2, 3, 4, 12; Laws 1990, chapter 589, article
1, section 7; Laws 1991, chapters 96; 269, article 2, sections 12, 13; Laws 1992, chapters 392,
section 1; 393, section 1; 422; 431, section 1; 448; 455; 563, sections 3, 4, 5; 586, section 1; Laws
1993, chapters 72; 110; 112, section 2; 126; 202, article 1; Laws 1994, chapters 409; 410; 474;
490; 541, section 3; Laws 1995, chapter 262, article 10, section 4; Laws 1996, chapter 448, article
2, section 1; Laws 1997, chapter 233, article 1, section 58; Laws 1997, chapter 241, article 2,
sections 2, 3, 4, 5, 6, 9, 10, 11, 13, 14, 15, 20; Laws 1999, chapter 222, article 3, section 6; Laws
2000, chapter 461, article 10, section 2.

The House respectfully requests that a Conference Committee of 3 members be appointed
thereon.

Mares, Smith and Murphy have been appointed as such committee on the part of the House.

House File No. 3127 is herewith transmitted to the Senate with the request that the Senate
appoint a like committee.

Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted May 15, 2002

Senator Johnson, Dean moved that the Senate accede to the request of the House for a
Conference Committee on H.F. No. 3127, and that a Conference Committee of 3 members be
appointed by the Subcommittee on Committees on the part of the Senate, to act with a like
Conference Committee appointed on the part of the House. The motion prevailed.

RECESS

Senator Moe, R.D. moved that the Senate do now recess until 7:00 p.m. The motion prevailed.

The hour of 7:00 p.m. having arrived, the President called the Senate to order.

RECESS

Senator Betzold moved that the Senate do now recess until 9:15 p.m. The motion prevailed.

The hour of 9:15 p.m. having arrived, the President called the Senate to order.

CALL OF THE SENATE

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

MOTIONS AND RESOLUTIONS - CONTINUED

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

MESSAGES FROM THE HOUSE

Mr. President:

I have the honor to announce that the House has adopted the recommendation and report of the
Conference Committee on Senate File No. 1755, and repassed said bill in accordance with the
report of the Committee, so adopted.

S.F. No. 1755: A bill for an act relating to public employees; establishing a committee to gather
information and make recommendations for the design of a school employee health insurance
plan; appropriating money.

Senate File No. 1755 is herewith returned to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives

Returned May 15, 2002

Mr. President:

I have the honor to announce that the House has adopted the recommendation and report of the
Conference Committee on House File No. 3163, and repassed said bill in accordance with the
report of the Committee, so adopted.

House File No. 3163 is herewith transmitted to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted May 15, 2002

CONFERENCE COMMITTEE REPORT ON H.F. NO. 3163

A bill for an act relating to legislation; correcting erroneous, ambiguous, and omitted text and
obsolete references; eliminating certain redundant, conflicting, and superseded provisions;
reenacting certain legislation; making miscellaneous technical corrections to statutes and other
laws; amending Minnesota Statutes 2000, sections 13.04, subdivision 2; 13.461, subdivision 7;
13.4963, subdivision 2; 13.4967, subdivision 3; 13.741, subdivision 1; 13.7411, subdivision 5;
13D.05, subdivision 2; 15A.086; 16D.11, subdivision 6; 17A.04, subdivision 1; 31.51, subdivision
3; 32.073; 41A.09, subdivision 8; 41B.045, subdivision 2; 41B.046, subdivision 5; 41B.047,
subdivision 4; 48.24, subdivision 5; 115A.06, subdivision 5a; 115A.59; 115A.9157, subdivision 6;
115B.20, subdivisions 1, 2, 5; 115B.25, subdivision 2; 115B.26; 115B.28, as amended; 115B.29,
subdivision 1; 115B.30, subdivision 3; 115B.31, subdivisions 1, 2, 4; 115B.32; 115B.33; 115B.34;
115B.35, subdivisions 2, 3, 4, 8, 9; 115B.36; 115B.37; 115C.08, subdivisions 4, 5; 116J.615;
116J.616; 119A.11, subdivision 3; 119A.20, subdivision 1; 119A.37, subdivision 3; 119A.46,
subdivision 6; 122A.20, subdivision 1; 126C.10, subdivision 26; 144E.43, subdivision 1; 148.71,
subdivision 3; 219.98; 221.185, subdivision 5a; 222.631, subdivision 1; 260B.171, subdivision 5;
270.708, subdivision 1; 270B.15; 297B.035, subdivision 3; 297I.05, subdivision 12; 297I.30,
subdivisions 1, 5; 299F.11, subdivision 2; 349.163, subdivision 6; 349A.10, subdivision 5;
352D.02, subdivision 1; 383C.19; 401.05, subdivision 3; 437.08; 437.09; 437.10; 458D.02,
subdivisions 2, 3; 458D.23; 469.110, subdivision 2; 469.116, subdivision 7; 469.118, subdivisions
1, 2, 4; 469.119, subdivision 1; 469.122; 469.154, subdivision 5; 471.415, subdivision 2; 501B.61,
as amended; 514.94; 524.2-301; 524.2-604; 524.2-609; 583.24, subdivision 4; 609.26, subdivision
5; 609.341, subdivision 17; Minnesota Statutes 2001 Supplement, sections 16A.151, by adding a
subdivision; 17B.15, subdivision 1; 60K.31, subdivision 1; 60K.32; 60K.34, subdivision 1;
60K.39, subdivisions 5, 6; 60K.48; 60K.51, subdivision 6; 60K.52, subdivision 1; 61B.23,
subdivision 15; 119A.22; 126C.10, subdivision 4; 136G.03, subdivision 20; 144.057, subdivision
4; 169.073; 214.01, subdivision 3; 216B.098, subdivision 2; 216B.2424, subdivision 5;
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216B.2425, subdivision 3; 268.052, subdivision 1; 270.07, subdivision 3a; 275.28, subdivision 1;
275.70, subdivision 5; 290A.03, subdivision 13; 297A.668, subdivision 3; 336.9-334; 356.62;
376.08, subdivision 2; 501B.60, subdivision 3; 514.661, subdivision 5; 626.556, subdivision 11;
Laws 1995, chapter 220, sections 141, 142, as amended; Laws 1997, chapter 202, article 2, section
61, as amended; Laws 2000, chapter 399, article 1, section 139; Laws 2001, chapter 171, section
12; proposing coding for new law in Minnesota Statutes, chapter 89A; repealing Minnesota
Statutes 2000, sections 115B.27; 115B.35, subdivisions 1, 5, 6; 116.19; 221.0315; 437.11;
462A.072; 557.11; Minnesota Statutes 2001 Supplement, sections 16A.1286, subdivisions 4, 5;
Laws 1997, chapter 85, article 4, section 28; Laws 1999, chapter 159, section 79; Laws 1999,
chapter 231, section 180; Laws 2001, chapter 161, section 4; Laws 2001, chapter 162, section 4;
Laws 2001, First Special Session chapter 2, section 103; Laws 2001, First Special Session chapter
8, article 7, section 1; Minnesota Rules, parts 5300.0360; 7021.0001, subparts 2, 4; 7190.0002;
7190.0003; 7190.0004; 7190.0008, subparts 1, 2; 7190.0015, subparts 1, 2; 7190.0100, subpart 2;
7190.1000, subpart 1.

May 2, 2002

The Honorable Steve Sviggum
Speaker of the House of Representatives

The Honorable Don Samuelson
President of the Senate

We, the undersigned conferees for H.F. No. 3163, report that we have agreed upon the items in
dispute and recommend as follows:

That the House concur in the Senate amendments and that H.F. No. 3163, the first unofficial
engrossment, be further amended as follows:

Pages 4 and 5, delete section 8 and insert:

"Sec. 8. Minnesota Statutes 2001 Supplement, section 16A.151, is amended by adding a
subdivision to read:

Subd. 5. [EXPIRATION.] This section expires June 30, 2004."

Page 21, after line 33, insert:

"Sec. 42. Minnesota Statutes 2000, section 122A.20, subdivision 1, is amended to read:

Subdivision 1. [GROUNDS FOR REVOCATION, SUSPENSION, OR DENIAL.] (a) The
board of teaching or the commissioner, with the advice from an advisory task force of supervisory
personnel established under section 15.014 board of school administrators, whichever has
jurisdiction over a teacher’s licensure, may, on the written complaint of the school board
employing a teacher, a teacher organization, or any other interested person, refuse to issue, refuse
to renew, suspend, or revoke a teacher’s license to teach for any of the following causes:

(1) Immoral character or conduct;

(2) Failure, without justifiable cause, to teach for the term of the teacher’s contract;

(3) Gross inefficiency or willful neglect of duty; or

(4) Failure to meet licensure requirements; or

(5) Fraud or misrepresentation in obtaining a license.

The written complaint must specify the nature and character of the charges.

(b) The board of teaching or the commissioner of children, families, and learning board of
school administrators whichever has jurisdiction over a teacher’s licensure, shall refuse to issue,
refuse to renew, or automatically revoke a teacher’s license to teach without the right to a hearing
upon receiving a certified copy of a conviction showing that the teacher has been convicted of
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child abuse, as defined in section 609.185, or sexual abuse under section 609.342, 609.343,
609.344, 609.345, 609.3451, subdivision 3, or 617.23, subdivision 3, or under a similar law of
another state or the United States. The board shall send notice of this licensing action to the district
in which the teacher is currently employed.

(c) A person whose license to teach has been revoked, not issued, or not renewed under
paragraph (b), may petition the board to reconsider the licensing action if the person’s conviction
for child abuse or sexual abuse is reversed by a final decision of the court of appeals or the
supreme court or if the person has received a pardon for the offense. The petitioner shall attach a
certified copy of the appellate court’s final decision or the pardon to the petition. Upon receiving
the petition and its attachment, the board shall schedule and hold a disciplinary hearing on the
matter under section 214.10, subdivision 2, unless the petitioner waives the right to a hearing. If
the board finds that, notwithstanding the reversal of the petitioner’s criminal conviction or the
issuance of a pardon, the petitioner is disqualified from teaching under paragraph (a), clause (1),
the board shall affirm its previous licensing action. If the board finds that the petitioner is not
disqualified from teaching under paragraph (a), clause (1), it shall reverse its previous licensing
action.

(d) For purposes of this subdivision, the board of teaching is delegated the authority to suspend
or revoke coaching licenses."

Page 24, after line 34, insert:

"Sec. 45. Minnesota Statutes 2001 Supplement, section 125A.09, subdivision 3, is amended to
read:

Subd. 3. [INITIAL ACTION; PARENT CONSENT.] (a) The district must not proceed with the
initial formal assessment evaluation of a child, the initial placement of a child in a special
education program, or the initial provision of special education services for a child without the
prior written consent of the child’s parent or guardian. The refusal of a parent or guardian to
consent to an initial evaluation or reevaluation may be overridden by the decision in a hearing held
pursuant to subdivision 6 at the district’s initiative.

(b) A parent, after consulting with health care, education, or other professional providers, may
agree or disagree to provide the parent’s child with sympathomimetic medications unless section
144.344 applies."

Renumber the sections in sequence and correct the internal references

Amend the title as follows:

Page 1, line 23, after "6;" insert "122A.20, subdivision 1;"

Page 1, line 44, after the first semicolon, insert "125A.09, subdivision 3;"

We request adoption of this report and repassage of the bill.

House Conferees: (Signed) Eric Lipman, Tim Wilkin, Andy Dawkins

Senate Conferees: (Signed) Don Betzold, Martha R. Robertson

Senator Betzold moved that the foregoing recommendations and Conference Committee Report
on H.F. No. 3163 be now adopted, and that the bill be repassed as amended by the Conference
Committee. The motion prevailed. So the recommendations and Conference Committee Report
were adopted.

H.F. No. 3163 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 57 and nays 0, as follows:
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Those who voted in the affirmative were:
Anderson Frederickson Larson Pappas Scheevel
Bachmann Higgins Lesewski Pariseau Scheid
Belanger Hottinger Limmer Pogemiller Schwab
Berg Johnson, Dave Lourey Price Solon, Y.P.
Berglin Johnson, Dean Marty Ranum Stevens
Betzold Johnson, Debbie Moe, R.D. Reiter Stumpf
Chaudhary Kierlin Moua Rest Tomassoni
Day Kiscaden Neuville Ring Vickerman
Dille Kleis Oliver Robertson Wiger
Fischbach Knutson Olson Robling
Foley Krentz Orfield Sabo
Fowler Langseth Ourada Samuelson

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

REPORTS OF COMMITTEES

Senator Moe, R.D. moved that the Committee Reports at the Desk be now adopted. The motion
prevailed.

Senator Moe, R.D. from the Committee on Rules and Administration, to which was
referred

H.F. No. 3073: A bill for an act relating to gambling; making technical, clarifying, and
conforming changes; deleting obsolete language; providing for linked bingo games and electronic
bingo devices; providing and modifying certain definitions and prize amounts relating to lawful
gambling; modifying procedures for pull-tab dispensing devices; providing for pari-mutuel
account wagering; regulating sales of certain gambling equipment; amending Minnesota Statutes
2000, sections 240.13, by adding a subdivision; 299L.07, subdivision 2; 349.12, subdivisions 4,
18, by adding subdivisions; 349.151, subdivisions 4, 4b, by adding a subdivision; 349.155,
subdivision 3; 349.161, subdivision 4; 349.162, subdivision 2; 349.163, subdivisions 1, 2, 3, 5;
349.164, subdivision 4; 349.165, subdivision 2; 349.167, subdivision 7; 349.168, subdivision 5;
349.17, by adding a subdivision; 349.19, subdivision 5; 349.191, subdivisions 1a, 1b; 349.211,
subdivisions 1, 2, 2a; Minnesota Statutes 2001 Supplement, sections 349.12, subdivision 25;
349.15, subdivision 1a; 349.168, subdivision 1; proposing coding for new law in Minnesota
Statutes, chapter 349; repealing Minnesota Statutes 2000, sections 349.12, subdivision 14;
349.163, subdivision 6a; 349.17, subdivision 2a; 349.174.

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

Pages 9 and 10, delete sections 1 to 5

Pages 11 to 13, delete section 7

Pages 14 and 15, delete sections 9 and 10

Page 16, delete section 13

Pages 17 and 18, delete sections 15 and 16

Page 18, after line 26, insert:

"Sec. 8. [MODEL RULES; REPORT TO LEGISLATURE.]

The gambling control board shall draft model rules relating to linked bingo games and
electronic bingo devices and report the rules along with appropriate comments regarding the
implementation of the model rules to the legislature by February 1, 2003."

Page 23, delete section 1

6707WEDNESDAY, MAY 15, 2002112TH DAY]



Renumber the sections in sequence

Delete the title and insert:

"A bill for an act relating to gambling; making technical, clarifying, and conforming changes;
deleting obsolete language; providing and modifying certain definitions and prize amounts relating
to lawful gambling; modifying procedures for pull-tab dispensing devices; regulating sales of
certain gambling equipment; providing for the drafting of model rules and a report to the
legislature; amending Minnesota Statutes 2000, sections 299L.07, subdivision 2; 349.151,
subdivision 4b; 349.161, subdivision 4; 349.162, subdivision 2; 349.163, subdivisions 1, 2, 3, 5;
349.164, subdivision 4; 349.165, subdivision 2; 349.167, subdivision 7; 349.168, subdivision 5;
349.19, subdivision 5; 349.191, subdivisions 1a, 1b; 349.211, subdivisions 2, 2a; Minnesota
Statutes 2001 Supplement, sections 349.12, subdivision 25; 349.15, subdivision 1a; 349.168,
subdivision 1; repealing Minnesota Statutes 2000, sections 349.12, subdivision 14; 349.163,
subdivision 6a; 349.17, subdivision 2a; 349.174."

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

Senator Moe, R.D. from the Committee on Rules and Administration, to which was
referred

Senate Resolution No. 241: A Senate resolution declaring May 12 to 18, 2002, to be Police
Week.

Reports the same back with the recommendation that the resolution be adopted. Report
adopted.

SECOND READING OF HOUSE BILLS

H.F. No. 3073 was read the second time.

MOTIONS AND RESOLUTIONS - CONTINUED

Senator Neuville moved that Senate Resolution No. 241 be now adopted. The motion prevailed.

Senate Resolution No. 241: A Senate resolution declaring May 12 to 18, 2002, to be Police
Week.

WHEREAS, the Congress of the United States of America has designated the calendar week of
each year during which May 15 occurs as "National Police Week" and May 15 of each year to be
"Peace Officer’s Memorial Day"; and

WHEREAS, law enforcement officers are our guardians of life and property, defenders of the
individual’s right to be free, warriors in the war against crime, and dedicated to the preservation of
life, liberty, and the pursuit of happiness; and

WHEREAS, it is known that every 49 hours an American police officer will be killed in the
line of duty somewhere in the United States, and 170 officers will be seriously assaulted in the
performance of their duties; NOW, THEREFORE,

BE IT RESOLVED by the Senate of the State of Minnesota that it proclaims the week of May
12 to 18 to be Police Week in Minnesota and calls upon all Minnesotans to honor and show our
sincere appreciation for the police officers of this state by deed, remarks, and attitude and to make
every effort to express their thanks to the men and women who make it possible for us to leave our
homes and families in safety each day and to return to our homes knowing we are protected by
men and women willing to sacrifice their lives, if necessary, to guard our loved ones, property, and
government against all who would violate the law.
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The motion prevailed. So the resolution was adopted.

Senator Fowler introduced--

Senate Resolution No. 255: A Senate resolution congratulating Ryan Vereide of Blue Earth,
Minnesota, for receiving the Eagle Award.

Referred to the Committee on Rules and Administration.

Senator Fowler introduced--

Senate Resolution No. 256: A Senate resolution congratulating Molly Tonne of Fairmont,
Minnesota, for receiving the Girl Scouts of the U.S.A. Gold Award.

Referred to the Committee on Rules and Administration.

Senator Fowler introduced--

Senate Resolution No. 257: A Senate resolution congratulating Kristy Sparks of Fairmont,
Minnesota, for receiving the Girl Scouts of the U.S.A. Gold Award.

Referred to the Committee on Rules and Administration.

Senator Metzen introduced--

Senate Resolution No. 258: A Senate resolution congratulating Ashley Albrecht for being
named Minnesota’s Ms. Hockey 2002.

Referred to the Committee on Rules and Administration.

SUSPENSION OF RULES

Senator Moe, R.D. moved that an urgency be declared within the meaning of Article IV,
Section 19, of the Constitution of Minnesota, with respect to H.F. No. 3073 and that the rules of
the Senate be so far suspended as to give H.F. No. 3073, now on General Orders, its third reading
and place it on its final passage. The motion prevailed.

H.F. No. 3073: A bill for an act relating to gambling; making technical, clarifying, and
conforming changes; deleting obsolete language; providing for linked bingo games and electronic
bingo devices; providing and modifying certain definitions and prize amounts relating to lawful
gambling; modifying procedures for pull-tab dispensing devices; providing for pari-mutuel
account wagering; regulating sales of certain gambling equipment; amending Minnesota Statutes
2000, sections 240.13, by adding a subdivision; 299L.07, subdivision 2; 349.12, subdivisions 4,
18, by adding subdivisions; 349.151, subdivisions 4, 4b, by adding a subdivision; 349.155,
subdivision 3; 349.161, subdivision 4; 349.162, subdivision 2; 349.163, subdivisions 1, 2, 3, 5;
349.164, subdivision 4; 349.165, subdivision 2; 349.167, subdivision 7; 349.168, subdivision 5;
349.17, by adding a subdivision; 349.19, subdivision 5; 349.191, subdivisions 1a, 1b; 349.211,
subdivisions 1, 2, 2a; Minnesota Statutes 2001 Supplement, sections 349.12, subdivision 25;
349.15, subdivision 1a; 349.168, subdivision 1; proposing coding for new law in Minnesota
Statutes, chapter 349; repealing Minnesota Statutes 2000, sections 349.12, subdivision 14;
349.163, subdivision 6a; 349.17, subdivision 2a; 349.174.

Was read the third time and placed on its final passage.

The question was taken on the passage of the bill.

The roll was called, and there were yeas 59 and nays 3, as follows:
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Those who voted in the affirmative were:
Anderson Hottinger Lesewski Pappas Samuelson
Bachmann Johnson, Dave Limmer Pariseau Scheevel
Belanger Johnson, Dean Lourey Pogemiller Scheid
Berg Johnson, Debbie Metzen Price Schwab
Betzold Kelley, S.P. Moe, R.D. Ranum Solon, Y.P.
Chaudhary Kierlin Moua Reiter Stevens
Day Kiscaden Murphy Rest Stumpf
Dille Kleis Neuville Ring Tomassoni
Foley Knutson Oliver Robertson Vickerman
Fowler Krentz Olson Robling Wiener
Frederickson Langseth Orfield Sabo Wiger
Higgins Larson Ourada Sams

Those who voted in the negative were:
Berglin Cohen Marty

So the bill passed and its title was agreed to.

MOTIONS AND RESOLUTIONS - CONTINUED

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

EXECUTIVE AND OFFICIAL COMMUNICATIONS

The following communication was received.

May 15, 2002

The Honorable Don Samuelson
President of the Senate

Dear President Samuelson:

I have vetoed and am returning Chapter 365, Senate File 2707, a bill modifying real estate task
force funding provisions.

I am vetoing this bill because it will unnecessarily extend for another year a surcharge that will
be borne by consumer homebuyers and sellers. I agree that improving the efficiency of
government filings of real estate transactions as well as state coordination of this country/business
effort is solid public policy. However, if the bill were not enacted, the task force would simply be
required to complete its work within its original timeline and within its current budget. This too is
good public policy.

For these reasons, I am vetoing the bill.

Sincerely,
Jesse Ventura, Governor

Senator Kelley, S.P. moved that S.F. No. 2707 and the veto message thereon be laid on the
table. The motion prevailed.

MESSAGES FROM THE HOUSE

Mr. President:

I have the honor to announce that the House has adopted the recommendation and report of the
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Conference Committee on House File No. 2498, and repassed said bill in accordance with the
report of the Committee, so adopted.

House File No. 2498 is herewith transmitted to the Senate.

Edward A. Burdick, Chief Clerk, House of Representatives

Transmitted May 15, 2002

CONFERENCE COMMITTEE REPORT ON H.F. NO. 2498

A bill for an act relating to the financing and operation of government in this state; providing a
sales tax rebate; providing property tax reform; making changes to income, franchise, sales and
use, property, motor vehicle sales, motor vehicle registration, mortgage registry, deed, motor fuels,
cigarette and tobacco, liquor, insurance premiums, lawful gambling, minerals, estate, and special
taxes; changing and allowing tax credits, subtractions, and exemptions, including an income tax
subtraction for capital gains; providing a biomedical innovation initiative; conforming with
changes in federal income tax provisions; providing for allocation and apportionment of income;
imposing a state general tax levy on certain property; providing a property tax homestead credit;
imposing general levy limits; providing for property tax levy reverse referenda; changing property
tax valuation, assessment, levy, classification, homestead, credit, aid, exemption, deferral, review,
appeal, abatement, and distribution provisions; abolishing certain property tax levies for transit
and establishing a transit fund; providing and modifying certain aids to local units of government;
changing levy authority; reducing certain utility taxes and requiring a corresponding rate
reduction; changing certain provisions relating to biomass facilities; providing for disposition of
local lodging tax proceeds; providing priorities for disposition of production tax proceeds by the
iron range resources and rehabilitation board; providing for certain payments in lieu of taxes;
reducing rates on lawful gambling taxes; reducing rates on solid waste management taxes;
providing for state takeover of certain costs of district court administration and out-of-home
placement; providing for uniform sales and use tax administration; providing for taxation and
incentive payments on forest lands; providing for electronic filing and payment of taxes; changing
procedures for disposition of seized contraband; abolishing certain health care provider taxes and
health plan premium taxes; providing for deposit of certain tobacco settlement and cigarette tax
proceeds to the health care access fund; changing tax increment financing provisions and
authorizing certain grants, duration extensions, and expenditures; requiring registration of tax
increment financing consultants; creating a health care access fund reserve; reducing the tax on
life insurance premiums; increasing property tax refunds and changing calculation of rent
constituting property taxes for purposes of property tax refunds; reducing taconite production tax
and occupation tax rates; providing special authority to certain political subdivisions; authorizing
special taxing districts; changing and clarifying tax administration, collection, enforcement,
interest, and penalty provisions; changing revenue recapture provisions; authorizing abatements
and waivers of fees and certain taxes in disaster areas; changing and imposing fees; changing debt
collection provisions for student loans; providing certain duties and powers to the commissioner of
revenue; authorizing publication of names of certain delinquent taxpayers; authorizing border city
allocations; changing provisions relating to tax-forfeited lands and providing for tax-forfeited
lands transfers; defining terms; classifying data; establishing a legislative commission; requiring
studies; imposing a criminal penalty; appropriating money; amending Minnesota Statutes 2000,
sections 16D.08, subdivision 2; 62J.041, subdivision 1; 62Q.095, subdivision 6; 69.021,
subdivision 5; 84.922, by adding a subdivision; 88.49, subdivisions 5, 9a; 88.491, subdivision 2;
97A.065, subdivision 2; 103D.905, subdivision 3; 115B.24, subdivision 2; 123B.55; 126C.01,
subdivision 3; 126C.13, subdivision 4; 126C.17, by adding a subdivision; 144.3831, subdivision 2;
168.013, subdivision 1a; 174.24, subdivision 3b; 179A.101, subdivision 1; 179A.102, subdivision
6; 179A.103, subdivision 1; 214.16, subdivisions 2, 3; 216B.2424, subdivision 5; 239.101,
subdivision 3; 260.765, by adding a subdivision; 260.771, by adding a subdivision; 270.06;
270.07, subdivision 3; 270.11, by adding a subdivision; 270.12, subdivision 2; 270.271,
subdivisions 1, 3; 270.60, subdivision 4, by adding a subdivision; 270.70, subdivision 13; 270.73,
subdivision 1; 270.771; 270.78; 270A.03, subdivisions 5, 7; 270A.11; 270B.01, subdivision 8;
270B.02, subdivisions 2, 3; 270B.03, subdivision 6; 270B.14, subdivision 1; 271.01, subdivision
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5; 271.21, subdivision 2; 272.02, subdivisions 9, 10, 22, by adding subdivisions; 273.061,
subdivisions 1, 2, 8; 273.072, subdivision 1; 273.11, subdivisions 1a, 14, by adding subdivisions;
273.1104, subdivision 2; 273.111, subdivision 4; 273.121; 273.124, subdivisions 8, 13, 14; 273.13,
subdivisions 22, 23, 24, 25, 31; 273.1392; 273.1393; 273.1398, subdivisions 1a, 4a, by adding
subdivisions; 274.01, subdivision 1; 274.13, subdivision 1; 275.02; 275.065, subdivisions 1, 3, 5a,
6, 8, by adding a subdivision; 275.066; 275.07, subdivision 1; 275.16; 275.62, subdivision 1;
275.70, subdivision 5, by adding subdivisions; 276.04, subdivision 2; 276.11, subdivision 1;
276A.01, subdivision 3; 276A.06, subdivision 3; 282.01, subdivisions 1a, 1b; 282.04, subdivision
2; 287.035; 287.04; 287.08; 287.12; 287.13, by adding a subdivision; 287.20, subdivisions 2, 9;
287.21, subdivision 1; 287.28; 289A.02, subdivision 7, by adding a subdivision; 289A.08,
subdivision 16; 289A.11, subdivision 1; 289A.12, subdivision 3; 289A.18, subdivision 4;
289A.20, subdivisions 1, 2, 4; 289A.26, subdivision 2a; 289A.31, subdivision 7; 289A.50,
subdivisions 2, 2a; 289A.60, subdivisions 7, 21; 290.01, subdivisions 6b, 7, 19, 19b, 19c, 19d, 22,
29, 31, by adding a subdivision; 290.014, subdivision 5; 290.05, subdivision 1; 290.06,
subdivisions 2c, 22; 290.067, subdivisions 1, 2, 2b; 290.0671, subdivisions 1, 1a, 7; 290.0674,
subdivisions 1, 2; 290.0675, subdivisions 1, 3; 290.068, subdivisions 1, 3, 4; 290.091, subdivisions
2, 3; 290.0921, subdivisions 1, 2, 3, 6; 290.0922, subdivision 2; 290.093; 290.095, subdivision 2;
290.17, subdivisions 1, 4; 290.191, subdivisions 2, 3; 290.21, subdivision 4; 290.9725; 290A.03,
subdivisions 6, 11, 12, 13, 15; 290A.04, subdivisions 2, 2a, 4; 290A.15; 291.005, subdivision 1;
295.55, subdivision 4; 296A.15, subdivisions 1, 7; 296A.16, subdivision 2; 296A.21, subdivisions
1, 4; 296A.24, subdivisions 1, 2; 297A.01, subdivision 3; 297A.07, subdivision 3; 297A.25,
subdivisions 3, 11, 28; 297A.61, subdivisions 2, 3, 4, 6, 7, 9, 10, 12, 14, 16, 17, 19, 22, 23, by
adding subdivisions; 297A.62, subdivision 3; 297A.64, subdivisions 3, 4; 297A.66, subdivisions 1,
3; 297A.67, subdivisions 2, 8, 23, 24, 25, by adding subdivisions; 297A.68, subdivisions 2, 3, 5,
11, 13, 14, 18, 25, by adding subdivisions; 297A.69, subdivision 2; 297A.70, subdivisions 1, 2, 3,
4, 7, 8, 10, 13, 14; 297A.71, subdivisions 3, 6, by adding subdivisions; 297A.72, subdivision 1;
297A.75; 297A.77, subdivision 1; 297A.80; 297A.82, subdivision 3, by adding a subdivision;
297A.89, subdivision 1; 297A.90, subdivision 1; 297A.91; 297A.92, subdivision 2; 297A.94;
297A.99, subdivisions 7, 9, 11; 297B.03; 297B.09, subdivision 1; 297E.02, subdivisions 1, 4, 6;
297E.16, subdivisions 1, 2; 297F.09, subdivision 7; 297F.10, subdivision 1; 297F.16, subdivision
4; 297F.20, subdivision 3; 297F.21, subdivisions 1, 2, 3; 297G.09, subdivision 6; 297G.15,
subdivision 4; 297G.16, subdivisions 5, 7; 297G.20, subdivisions 3, 4; 297H.02, subdivision 2;
297H.03, subdivision 2; 297H.04, subdivision 2, by adding a subdivision; 297H.05; 297H.06, by
adding a subdivision; 297H.13, by adding a subdivision; 297I.05, by adding a subdivision;
297I.15, by adding a subdivision; 297I.20; 297I.35, subdivision 2; 297I.40, subdivisions 1, 2, 7;
297I.85, subdivision 7; 298.01, subdivisions 3, 3a, 3b, 4, 4a, 4c; 298.22, subdivision 2, by adding a
subdivision; 298.225, subdivision 1; 298.24, subdivision 1; 298.27; 298.28, subdivisions 6, 9a;
298.2961, subdivision 2; 298.75, subdivisions 1, 2, by adding a subdivision; 299D.03, subdivision
5; 345.41; 345.42, by adding a subdivision; 349.19, subdivision 2a; 357.021, subdivision 1a;
461.12, by adding a subdivision; 469.040, subdivision 5; 469.169, by adding a subdivision;
469.1732, subdivision 1; 469.174, subdivisions 1, 3, 10, 10a, 12, 25; 469.175, subdivisions 1, 3, 6,
6b, by adding a subdivision; 469.176, subdivisions 1b, 1c, 1e, 3, 4, 4g, by adding a subdivision;
469.1763, subdivision 6; 469.177, subdivisions 1, 11, by adding a subdivision; 469.1771,
subdivision 1; 469.178, by adding a subdivision; 469.1791, subdivisions 1, 3, 9; 469.1812,
subdivision 2; 469.1813, subdivisions 4, 6; 469.190, subdivision 3; 469.202, subdivision 2;
473.388, subdivisions 4, 7; 473.446, subdivision 1, by adding a subdivision; 473.843, subdivision
3; 473F.08, subdivision 3; 473H.10, subdivision 3; 475.58, subdivision 1; 477A.011, subdivisions
35, 36; 477A.0121, by adding a subdivision; 477A.0122, by adding a subdivision; 477A.013,
subdivisions 1, 9; 477A.03, subdivision 2, by adding a subdivision; 477A.12; 477A.14; 480.181,
subdivision 1; 487.33, subdivision 5; 574.34, subdivision 1; Laws 1986, chapter 396, section 5;
Laws 1997, chapter 231, article 10, section 25; Laws 1998, chapter 389, article 16, section 35,
subdivision 1; Laws 1999, chapter 216, article 7, section 46, subdivision 3; Laws 1999, chapter
243, article 4, section 19; Laws 2000, chapter 490, article 8, section 17; Laws 2000, chapter 490,
article 11, section 26; proposing coding for new law in Minnesota Statutes, chapters 3; 12; 16A;
62Q; 103B; 116J; 123B; 144F; 245; 256L; 270; 272; 273; 275; 290; 290A; 295; 296A; 297A; 469;
471; 473; 477A; 480; 484; proposing coding for new law as Minnesota Statutes, chapters 126C;
216B; 290C; repealing Minnesota Statutes 2000, sections 13.4967, subdivision 3; 16A.1521;
16A.76; 62T.10; 126C.13, subdivisions 1, 2, 3; 144.1484, subdivision 2; 256L.02, subdivision 3;
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270.31; 270.32; 270.33; 270.34; 270.35; 270.36; 270.37; 270.38; 270.39; 273.13, subdivision 24a;
273.1382; 273.1399; 275.078; 275.08, subdivision 1e; 289A.60, subdivision 15; 290.06,
subdivisions 25, 26; 290.0673; 290.095, subdivisions 1a, 7; 290.191, subdivision 4; 290.21,
subdivision 3; 290.23; 290.25; 290.31, subdivisions 2, 2a, 3, 4, 5, 19; 290.35; 290.9726,
subdivision 7; 290A.04, subdivision 2j; 290A.18, subdivision 2; 295.50; 295.51; 295.52; 295.53;
295.54; 295.55; 295.56; 295.57; 295.58; 295.582; 295.59; 296A.16, subdivision 6; 296A.24,
subdivision 3; 297A.61, subdivision 16; 297A.62, subdivision 2; 297A.64, subdivision 1;
297A.68, subdivision 21; 297A.71, subdivisions 2, 15, 16, 21; 297B.032; 297E.16, subdivision 3;
297F.21, subdivision 4; 297G.20, subdivision 5; 297I.05, subdivisions 5, 8; 297I.30, subdivision 3;
298.01, subdivisions 3c, 3d, 4d, 4e; 469.1732, subdivision 2; 469.1734, subdivision 4; 469.1782,
subdivision 1; 473.446, subdivision 8; Laws 1988, chapter 426, section 1; Laws 1988, chapter 702,
section 16; Laws 1992, chapter 511, article 2, section 52, as amended; Laws 1996, chapter 471,
article 8, section 45; Laws 1999, chapter 243, article 6, section 14; Laws 1999, chapter 243, article
6, section 15; Laws 2000, chapter 490, article 6, section 17; Minnesota Rules, parts 8120.0200;
8120.0500; 8120.0700; 8120.0900; 8120.1300; 8120.1600; 8120.2000; 8120.2100; 8120.2200;
8120.2300; 8120.2500; 8120.2700; 8120.2800; 8120.3000; 8120.3200; 8120.4300; 8120.4400;
8120.4500; 8120.4600; 8120.4900; 8120.5000; 8120.5100; 8120.5300.

May 15, 2002

The Honorable Steve Sviggum
Speaker of the House of Representatives

The Honorable Don Samuelson
President of the Senate

We, the undersigned conferees for H.F. No. 2498, report that we have agreed upon the items in
dispute and recommend as follows:

That the Senate recede from its amendments and that H.F. No. 2498 be further amended as
follows:

Delete everything after the enacting clause and insert:

"ARTICLE 1

INCOME AND FRANCHISE TAXES

Section 1. Minnesota Statutes 2001 Supplement, 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 credit under section 51 of the Internal Revenue Code;

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

(4) amounts disallowed for intangible drilling costs due to differences between this chapter and
the Internal Revenue Code in taxable years beginning before January 1, 1987, as follows:

(i) to the extent the disallowed costs are represented by physical property, an amount equal to
the allowance for depreciation under Minnesota Statutes 1986, section 290.09, subdivision 7,
subject to the modifications contained in subdivision 19e; and
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(ii) to the extent the disallowed costs are not represented by physical property, an amount equal
to the allowance for cost depletion under Minnesota Statutes 1986, section 290.09, subdivision 8;

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

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

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

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

(iv) for capital losses incurred in taxable years beginning before January 1, 1987, a capital loss
carryover to each of the five taxable years succeeding the loss year to the extent such loss was not
used 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, oil and gas wells, other natural deposits, and timber for which
percentage depletion was disallowed pursuant to subdivision 19c, clause (11), a reasonable
allowance for depletion based on actual cost. In the case of leases the deduction must be
apportioned between the lessor and lessee in accordance with rules prescribed by the
commissioner. In the case of property held in trust, the allowable deduction must be apportioned
between the income beneficiaries and the trustee in accordance with the pertinent provisions of the
trust, or if there is no provision in the instrument, on the basis of the trust’s income allocable to
each;

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

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

(10) 80 percent of royalties, fees, or other like income accrued or received from a foreign
operating corporation or a foreign corporation which is part of the same unitary business as the
receiving corporation;

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

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

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

(14) the amount of salary expenses not allowed for federal income tax purposes due to claiming
the Indian employment credit under section 45A(a) of the Internal Revenue Code;
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(15) the amount of any refund of environmental taxes paid under section 59A of the Internal
Revenue Code;

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

(17) for a corporation whose foreign sales corporation, as defined in section 922 of the Internal
Revenue Code, constituted a foreign operating corporation during the any taxable years year
ending during calendar year 1992 before January 1, 1995, and a return was filed by August 15,
1996, claiming the deduction under this subdivision for income received from the foreign
operating corporation, an amount equal to 1.23 multiplied by the amount of income excluded
under section 114 of the Internal Revenue Code, provided the income is not income of a foreign
operating company.

[EFFECTIVE DATE.] This section is effective for taxable years beginning after December
31, 2000.

Sec. 2. Minnesota Statutes 2000, section 290.081, is amended to read:

290.081 [INCOME OF NONRESIDENTS, RECIPROCITY.]

(a) The compensation received for the performance of personal or professional services within
this state by an individual whose residence, place of abode, and place customarily returned to at
least once a month is in another state, shall be excluded from gross income to the extent such
compensation is subject to an income tax imposed by the state of residence; provided that such
state allows a similar exclusion of compensation received by residents of Minnesota for services
performed therein.

(b) When it is deemed to be in the best interests of the people of this state, the commissioner
may determine that the provisions of clause paragraph (a) shall not apply. As long as the
provisions of clause paragraph (a) apply between Minnesota and Wisconsin, the provisions of
clause paragraph (a) shall apply to any individual who is domiciled in Wisconsin.

(c) For the purposes of clause paragraph (a), whenever the Wisconsin tax on Minnesota
residents which would have been paid Wisconsin without clause paragraph (a) exceeds the
Minnesota tax on Wisconsin residents which would have been paid Minnesota without clause
paragraph (a), or vice versa, then the state with the net revenue loss resulting from clause
paragraph (a) shall receive from the other state the amount of such loss. This provision shall be
effective for all years beginning after December 31, 1972. The data used for computing the loss to
either state shall be determined on or before September 30 of the year following the close of the
previous calendar year.

(d) Interest shall be is payable on all delinquent balances amounts calculated under paragraph
(c) relating to taxable years beginning after December 31, 1977 December 31, 2000. Interest
accrues from July 1 of the taxable year. The commissioner of revenue is authorized to enter into
agreements with the state of Wisconsin specifying the reciprocity payment due date, conditions
constituting delinquency, interest rates, and a method for computing interest due on any delinquent
amounts.

(e) If an agreement cannot be reached as to the amount of the loss, the commissioner of revenue
and the taxing official of the state of Wisconsin shall each appoint a member of a board of
arbitration and these members shall appoint the third member of the board. The board shall select
one of its members as chair. Such board may administer oaths, take testimony, subpoena
witnesses, and require their attendance, require the production of books, papers and documents,
and hold hearings at such places as are deemed necessary. The board shall then make a
determination as to the amount to be paid the other state which determination shall be final and
conclusive.

(f) The commissioner may furnish copies of returns, reports, or other information to the taxing
official of the state of Wisconsin, a member of the board of arbitration, or a consultant under joint
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contract with the states of Minnesota and Wisconsin for the purpose of making a determination as
to the amount to be paid the other state under the provisions of this section. Prior to the release of
any information under the provisions of this section, the person to whom the information is to be
released shall sign an agreement which provides that the person will protect the confidentiality of
the returns and information revealed thereby to the extent that it is protected under the laws of the
state of Minnesota.

[EFFECTIVE DATE.] This section is effective the day following final enactment. Income tax
reciprocity under Minnesota Statutes, section 290.081, with the state of Wisconsin is terminated
effective for taxable years beginning after December 31, 2002, unless the state of Wisconsin
agrees, in writing, by October 1, 2002, that interest will be included in payments as required by
this section, calculated from the date specified under this section at a rate at least equal to the rate
under Minnesota Statutes, section 270.75, and beginning with the payment due in December 2002.
If income tax reciprocity is terminated, the requirement under Minnesota Statutes, section
136A.08, subdivision 3, that an income tax reciprocity agreement be in effect as a condition for a
higher education reciprocity is suspended through the 2003-2004 school year.

Sec. 3. Minnesota Statutes 2001 Supplement, section 290.0921, subdivision 2, is amended to
read:

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

(b) "Alternative minimum taxable net income" is alternative minimum taxable income,

(1) less the exemption amount, and

(2) apportioned or allocated to Minnesota under section 290.17, 290.191, or 290.20.

(c) The "exemption amount" is $40,000, reduced, but not below zero, by 25 percent of the
excess of alternative minimum taxable income over $150,000.

(d) "Minnesota alternative minimum taxable income" is alternative minimum taxable net
income, less the deductions for alternative tax net operating loss under subdivision 4; charitable
contributions under subdivision 5; and dividends received under subdivision 6. The sum of the
deductions under this paragraph may not exceed 90 percent of alternative minimum taxable net
income. This limitation does not apply to:

(1) a deduction for dividends paid to or 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 Internal Revenue Code; or

(2) a deduction for dividends received from a property and casualty insurer as defined under
section 60A.60, subdivision 8, which is a member of an affiliated group of corporations as defined
by the Internal Revenue Code and either: (i) the dividend is eliminated in consolidation under
Treasury Regulation 1.1502-14(a), as amended through December 31, 1989; or (ii) the dividend is
deducted under an election under section 243(b) of the Internal Revenue Code.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

Sec. 4. Minnesota Statutes 2001 Supplement, section 290.0921, subdivision 6, is amended to
read:

Subd. 6. [DIVIDENDS RECEIVED.] (a) A deduction is allowed from alternative minimum
taxable net income equal to the deduction for dividends received under section 290.21, subdivision
4, for purposes of calculating taxable income under section 290.01, subdivision 29.

(b) The amount of the deduction must not exceed 90 percent of alternative minimum taxable
net income.
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This limitation does not apply to:

(1) dividends paid to or 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 Internal
Revenue Code; or

(2) dividends received from a property and casualty insurer as defined under section 60A.60,
subdivision 8, which is a member of an affiliated group of corporations as defined by the Internal
Revenue Code and either: (i) the dividend is eliminated in consolidation under Treasury
Regulation 1.1502-14(a), as amended through December 31, 1989; or (ii) the dividend is deducted
under an election under section 243(b) of the Internal Revenue Code.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

Sec. 5. Minnesota Statutes 2000, section 290.191, subdivision 4, is amended to read:

Subd. 4. [APPORTIONMENT FORMULA FOR CERTAIN MAIL ORDER BUSINESSES.]
If the business of a corporation, partnership, or proprietorship consists exclusively of the selling of
tangible personal property and services at retail, as defined in section 297A.61, subdivision 4,
paragraph (a), in response to orders received by United States mail, telephone, facsimile, or other
electronic media, and 99 percent of the taxpayer’s property and payroll is within Minnesota, then
the taxpayer may apportion net income to Minnesota based solely upon the percentage that the
sales made within this state in connection with its 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. Property
and payroll factors are disregarded. In determining eligibility for this subdivision:

(1) the sale not in the ordinary course of business of tangible or intangible assets used in
conducting business activities must be disregarded; and

(2) property and payroll at a distribution center outside of Minnesota are disregarded if the sole
activity at the distribution center is the filling of orders, and no solicitation of orders occurs at the
distribution center.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2001.

Sec. 6. Minnesota Statutes 2001 Supplement, section 290.21, subdivision 4, is amended to read:

Subd. 4. (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 Internal 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
principally of the holding of the stocks and the collection of the income and gains therefrom; 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 eliminated
in consolidation under Treasury Department Regulation 1.1502-14(a), as amended through
December 31, 1989; or

(ii) the remaining 20 percent of dividends if 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 Internal 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 election 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
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casualty insurer as defined under section 60A.60, subdivision 8, which is a member 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 constitute the stock in trade 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 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.

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 a deduction is not allowed under the provisions of section 246(c) of the
Internal Revenue Code.

(d) If dividends received by a corporation that does not have nexus with Minnesota under the
provisions of Public Law Number 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
a nexus 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 Internal 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 required 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 (a)
or (b); and (3) the percentage of the taxpayer’s business income apportionable to this state for the
taxable year under section 290.191 or 290.20.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

ARTICLE 2

FEDERAL UPDATE

Section 1. Minnesota Statutes 2001 Supplement, 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 June 15, 2001
March 15, 2002.
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[EFFECTIVE DATE.] This section is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2001 Supplement, section 289A.20, subdivision 2, is amended to
read:

Subd. 2. [WITHHOLDING FROM WAGES, ENTERTAINER WITHHOLDING,
WITHHOLDING FROM PAYMENTS TO OUT-OF-STATE CONTRACTORS, AND
WITHHOLDING BY PARTNERSHIPS AND SMALL BUSINESS CORPORATIONS.] (a) A
tax required to be deducted and withheld during the quarterly period must be paid on or before the
last day of the month following the close of the quarterly period, unless an earlier time for
payment is provided. A tax required to be deducted and withheld from compensation of an
entertainer and from a payment to an out-of-state contractor must be paid on or before the date the
return for such tax must be filed under section 289A.18, subdivision 2. Taxes required to be
deducted and withheld by partnerships and S corporations must be paid on or before the date the
return must be filed under section 289A.18, subdivision 2.

(b) An employer who, during the previous quarter, withheld more than $1,500 of tax under
section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, must deposit tax withheld under
those sections with the commissioner within the time allowed to deposit the employer’s federal
withheld employment taxes under Treasury Regulation Code of Federal Regulations, title 26,
section 31.6302-1, as amended through December 31, 2001, without regard to the safe harbor or
de minimis rules in subparagraph (f) or the one-day rule in subsection (c), clause (3). Taxpayers
must submit a copy of their federal notice of deposit status to the commissioner upon request by
the commissioner.

(c) The commissioner may prescribe by rule other return periods or deposit requirements. In
prescribing the reporting period, the commissioner may classify payors according to the amount of
their tax liability and may adopt an appropriate reporting period for the class that the
commissioner judges to be consistent with efficient tax collection. In no event will the duration of
the reporting period be more than one year.

(d) If less than the correct amount of tax is paid to the commissioner, proper adjustments with
respect to both the tax and the amount to be deducted must be made, without interest, in the
manner and at the times the commissioner prescribes. If the underpayment cannot be adjusted, the
amount of the underpayment will be assessed and collected in the manner and at the times the
commissioner prescribes.

(e) If the aggregate amount of the tax withheld during a fiscal year ending June 30 under
section 290.92, subdivision 2a or 3, is equal to or exceeds the amounts established for remitting
federal withheld taxes pursuant to the regulations promulgated under section 6302(h) of the
Internal Revenue Code, the employer must remit each required deposit for wages paid in the
subsequent calendar year by electronic means.

(f) A third-party bulk filer as defined in section 290.92, subdivision 30, paragraph (a), clause
(2), who remits withholding deposits must remit all deposits by electronic means as provided in
paragraph (e), regardless of the aggregate amount of tax withheld during a fiscal year for all of the
employers.

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

Sec. 3. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19, is amended to
read:

Subd. 19. [NET INCOME.] The term "net income" means the federal taxable income, as
defined in section 63 of the Internal Revenue Code of 1986, as amended through the date named
in this subdivision, incorporating any elections made by the taxpayer in accordance with the
Internal Revenue Code in determining federal taxable income for federal income tax purposes, and
with the modifications provided in subdivisions 19a to 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 elects 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 Internal
Revenue Code means the gross income as defined in section 468B(b) of the Internal Revenue
Code.

The provisions of sections 1113(a), 1117, 1206(a), 1313(a), 1402(a), 1403(a), 1443, 1450,
1501(a), 1605, 1611(a), 1612, 1616, 1617, 1704(l), and 1704(m) of the Small Business Job
Protection Act, Public Law Number 104-188, the provisions of Public Law Number 104-117, the
provisions of sections 313(a) and (b)(1), 602(a), 913(b), 941, 961, 971, 1001(a) and (b), 1002,
1003, 1012, 1013, 1014, 1061, 1062, 1081, 1084(b), 1086, 1087, 1111(a), 1131(b) and (c),
1211(b), 1213, 1530(c)(2), 1601(f)(5) and (h), and 1604(d)(1) of the Taxpayer Relief Act of 1997,
Public Law Number 105-34, the provisions of section 6010 of the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law Number 105-206, the provisions of section
4003 of the Omnibus Consolidated and Emergency Supplemental Appropriations Act, 1999,
Public Law Number 105-277, and the provisions of section 318 of the Consolidated Appropriation
Act of 2001, Public Law Number 106-554, shall become effective at the time they become
effective for federal purposes.

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

The provisions of sections 202(a) and (b), 221(a), 225, 312, 313, 913(a), 934, 962, 1004, 1005,
1052, 1063, 1084(a) and (c), 1089, 1112, 1171, 1204, 1271(a) and (b), 1305(a), 1306, 1307, 1308,
1309, 1501(b), 1502(b), 1504(a), 1505, 1527, 1528, 1530, 1601(d), (e), (f), and (i) and 1602(a),
(b), (c), and (e) of the Taxpayer Relief Act of 1997, Public Law Number 105-34, the provisions of
sections 6004, 6005, 6012, 6013, 6015, 6016, 7002, and 7003 of the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law Number 105-206, the provisions of section
3001 of the Omnibus Consolidated and Emergency Supplemental Appropriations Act, 1999,
Public Law Number 105-277, the provisions of section 3001 of the Miscellaneous Trade and
Technical Corrections Act of 1999, Public Law Number 106-36, and the provisions of section 316
of the Consolidated Appropriation Act of 2001, Public Law Number 106-554, shall become
effective at the time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1997, shall be in effect
for taxable years beginning after December 31, 1997.

The provisions of sections 5002, 6009, 6011, and 7001 of the Internal Revenue Service
Restructuring and Reform Act of 1998, Public Law Number 105-206, the provisions of section
9010 of the Transportation Equity Act for the 21st Century, Public Law Number 105-178, the
provisions of sections 1004, 4002, and 5301 of the Omnibus Consolidation and Emergency
Supplemental Appropriations Act, 1999, Public Law Number 105-277, the provision of section
303 of the Ricky Ray Hemophilia Relief Fund Act of 1998, Public Law Number 105-369, the
provisions of sections 532, 534, 536, 537, and 538 of the Ticket to Work and Work Incentives
Improvement Act of 1999, Public Law Number 106-170, the provisions of the Installment Tax
Correction Act of 2000, Public Law Number 106-573, and the provisions of section 309 of the
Consolidated Appropriation Act of 2001, Public Law Number 106-554, shall become effective at
the time they become effective for federal purposes.

6720 JOURNAL OF THE SENATE [112TH DAY



The Internal Revenue Code of 1986, as amended through December 31, 1998, shall be in effect
for taxable years beginning after December 31, 1998.

The provisions of the FSC Repeal and Extraterritorial Income Exclusion Act of 2000, Public
Law Number 106-519, and the provision of section 412 of the Job Creation and Worker
Assistance Act of 2002, Public Law Number 107-147, shall become effective at the time it became
effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1999, shall be in effect
for taxable years beginning after December 31, 1999. The provisions of sections 306 and 401 of
the Consolidated Appropriation Act of 2001, Public Law Number 106-554, and the provision of
section 632(b)(2)(A) of the Economic Growth and Tax Relief Reconciliation Act of 2001, Public
Law Number 107-16, and provisions of sections 101 and 402 of the Job Creation and Worker
Assistance Act of 2002, Public Law Number 107-147, shall become effective at the same time it
became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 2000, shall be in effect
for taxable years beginning after December 31, 2000. The provisions of sections 659a and 671 of
the Economic Growth and Tax Relief Reconciliation Act of 2001, Public Law Number 107-16, the
provisions of sections 104, 105, and 111 of the Victims of Terrorism Tax Relief Act of 2001,
Public Law Number 107-134, and the provisions of sections 201, 403, 413, and 606 of the Job
Creation and Worker Assistance Act of 2002, Public Law Number 107-147, shall become
effective at the same time it became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through June 15, 2001 March 15, 2002, shall
be in effect for taxable years beginning after December 31, 2001.

The provisions of sections 101 and 102 of the Victims of Terrorism Tax Relief Act of 2001,
Public Law Number 107-134, shall become effective at the same time it becomes effective for
federal purposes.

Except as otherwise provided, references to the Internal Revenue Code in subdivisions 19a to
19g mean the code in effect for purposes of determining net income for the applicable year.

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

Sec. 4. Minnesota Statutes 2000, section 290.01, subdivision 19a, is amended to read:

Subd. 19a. [ADDITIONS TO FEDERAL TAXABLE INCOME.] For individuals, estates, and
trusts, there shall be added to federal taxable income:

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

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

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

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

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

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

(5) the amount of expense, interest, or taxes disallowed pursuant to section 290.10; and

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

(7) 80 percent of the depreciation deduction allowed under section 168(k) of the Internal
Revenue Code.

[EFFECTIVE DATE.] This section is effective for tax years ending after September 10, 2001.

Sec. 5. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19b, is amended to
read:

Subd. 19b. [SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.] For individuals,
estates, and trusts, there shall be subtracted from federal taxable income:

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

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

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

(4) contributions made in taxable years beginning after December 31, 1981, and before January
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1, 1985, to a qualified governmental pension plan, an individual retirement account, simplified
employee pension, or qualified plan covering a self-employed person that were included in
Minnesota gross income in the taxable year for which the contributions were made but were
deducted or were not included in the computation of federal adjusted gross income, less any
amount allowed to be subtracted as a distribution under this subdivision or a predecessor provision
in taxable years that began before January 1, 2000. This subtraction applies only for taxable years
beginning after December 31, 1999, and before January 1, 2001. If an individual’s subtraction
under this clause exceeds the individual’s taxable income, the excess may be carried forward to
taxable years beginning after December 31, 2000, and before January 1, 2002;

(5) income as provided under section 290.0802;

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

(7) (6) to the extent not deducted in determining federal taxable income or used to claim the
long-term care insurance credit under section 290.0672, the amount paid for health insurance of
self-employed individuals as determined under section 162(l) of the Internal Revenue Code,
except that the percent limit does not apply. If the individual deducted insurance payments under
section 213 of the Internal Revenue Code of 1986, the subtraction under this clause must be
reduced by the lesser of:

(i) the total itemized deductions allowed under section 63(d) of the Internal Revenue Code, less
state, local, and foreign income taxes deductible under section 164 of the Internal Revenue Code
and the standard deduction under section 63(c) of the Internal Revenue Code; or

(ii) the lesser of (A) the amount of insurance qualifying as "medical care" under section 213(d)
of the Internal Revenue Code to the extent not deducted under section 162(1) of the Internal
Revenue Code or excluded from income or (B) the total amount deductible for medical care under
section 213(a);

(8) (7) the exemption amount allowed under Laws 1995, chapter 255, article 3, section 2,
subdivision 3;

(9) (8) to the extent included in federal taxable income, postservice benefits for youth
community service under section 124D.42 for volunteer service under United States Code, title 42,
sections 12601 to 12604;

(10) (9) to the extent not deducted in determining federal taxable income by an individual who
does not itemize deductions for federal income tax purposes for the taxable year, an amount equal
to 50 percent of the excess of charitable contributions allowable as a deduction for the taxable year
under section 170(a) of the Internal Revenue Code over $500;

(11) (10) 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 is
included in gross income under section 87 of the Internal Revenue Code; and

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

(12) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19a, clause (7), an amount equal to one-fifth of the delayed
depreciation. For purposes of this clause, "delayed depreciation" means the amount of the addition
made by the taxpayer under subdivision 19a, clause (7), minus the positive value of any net
operating loss under section 172 of the Internal Revenue Code generated for the tax year of the
addition. The resulting delayed depreciation cannot be less than zero.
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[EFFECTIVE DATE.] This section is effective the day following final enactment, except that
clause (12) is effective for tax years ending after September 10, 2001.

Sec. 6. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 19c, is amended to
read:

Subd. 19c. [CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE INCOME.] For
corporations, there shall 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, another 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 political or
governmental subdivisions, any of its municipalities, or any of its governmental agencies or
instrumentalities; the District of Columbia; or Indian tribal governments;

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

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

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

(11) the amount of any deemed dividend from a foreign operating corporation determined
pursuant to section 290.17, subdivision 4, paragraph (g);

(12) the amount of any environmental tax paid under section 59(a) of the Internal Revenue
Code;

(13) 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; and

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

(15) any increase in subpart F income, as defined in section 952(a) of the Internal Revenue
Code, for the taxable year when subpart F income is calculated without regard to the provisions of
section 614 of Public Law Number 107-147; and

6724 JOURNAL OF THE SENATE [112TH DAY



(16) 80 percent of the depreciation deduction allowed under section 168(k) of the Internal
Revenue Code.

[EFFECTIVE DATE.] This section is effective for tax years ending after September 10, 2001.

Sec. 7. Minnesota Statutes 2001 Supplement, 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 credit under section 51 of the Internal Revenue Code;

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

(4) amounts disallowed for intangible drilling costs due to differences between this chapter and
the Internal Revenue Code in taxable years beginning before January 1, 1987, as follows:

(i) to the extent the disallowed costs are represented by physical property, an amount equal to
the allowance for depreciation under Minnesota Statutes 1986, section 290.09, subdivision 7,
subject to the modifications contained in subdivision 19e; and

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

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

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

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

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

(iv) for capital losses incurred in taxable years beginning before January 1, 1987, a capital loss
carryover to each of the five taxable years succeeding the loss year to the extent such loss was not
used 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, oil and gas wells, other natural deposits, and timber for which
percentage depletion was disallowed pursuant to subdivision 19c, clause (11), a reasonable
allowance for depletion based on actual cost. In the case of leases the deduction must be
apportioned between the lessor and lessee in accordance with rules prescribed by the
commissioner. In the case of property held in trust, the allowable deduction must be apportioned
between the income beneficiaries and the trustee in accordance with the pertinent provisions of the
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trust, or if there is no provision in the instrument, on the basis of the trust’s income allocable to
each;

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

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

(10) 80 percent of royalties, fees, or other like income accrued or received from a foreign
operating corporation or a foreign corporation which is part of the same unitary business as the
receiving corporation;

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

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

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

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

(15) the amount of any refund of environmental taxes paid under section 59A of the Internal
Revenue Code;

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

(17) for a corporation whose foreign sales corporation, as defined in section 922 of the Internal
Revenue Code, constituted a foreign operating corporation during the taxable years ending during
calendar year 1992 and a return was filed by August 15, 1996, claiming the deduction under this
subdivision for income received from the foreign operating corporation, an amount equal to 1.23
multiplied by the amount of income excluded under section 114 of the Internal Revenue Code,
provided the income is not income of a foreign operating company;

(18) any decrease in subpart F income, as defined in section 952(a) of the Internal Revenue
Code, for the taxable year when subpart F income is calculated without regard to the provisions of
section 614 of Public Law Number 107-147; and

(19) in each of the five tax years immediately following the tax year in which an addition is
required under subdivision 19c, clause (16), an amount equal to one-fifth of the delayed
depreciation. For purposes of this clause, "delayed depreciation" means the amount of the addition
made by the taxpayer under subdivision 19c, clause (16). The resulting delayed depreciation
cannot be less than zero.

[EFFECTIVE DATE.] This section is effective for tax years ending after September 10, 2001.

Sec. 8. Minnesota Statutes 2001 Supplement, section 290.01, subdivision 31, is amended to
read:

Subd. 31. [INTERNAL REVENUE CODE.] Unless specifically defined otherwise, "Internal
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Revenue Code" means the Internal Revenue Code of 1986, as amended through June 15, 2001
March 15, 2002.

[EFFECTIVE DATE.] This section is effective at the same time and in the same manner as
the federal changes made by the Victims of Terrorism Tax Relief Act of 2001, Public Law
Number 107-134, and by the Job Creation and Worker Assistance Act of 2002, Public Law
Number 107-147, become effective.

Sec. 9. Minnesota Statutes 2000, 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 spouse, if any, under this chapter an amount equal to the dependent
care credit for which the taxpayer is eligible 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 half of the child’s support from the taxpayer,
and the provisions of section 32(b)(1)(D) of the Internal Revenue Code do not apply.

(b) If a child who has not attained the age of six years at the close of the taxable year is cared
for at a licensed 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 equals the maximum limit for
one qualified individual under section 21(c) and (d) of the Internal Revenue Code. If the child is
older than 16 months of age but has not attained the age of six years at 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 a married couple:

(1) has a child who has not attained the age of one year at the close of the taxable year;

(2) files a joint tax return for the taxable year; and

(3) does not participate in a dependent care assistance program as defined in section 129 of the
Internal 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) $2,400 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 Internal
Revenue Code shall not apply to this deemed amount. These deemed amounts apply regardless of
whether any employment-related 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 is an organization described in section 501(c)(3) of the Internal Revenue Code
and exempt from tax under section 501(a) of the Internal Revenue Code, the name and address of
the person are included 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 required.

In the case of a nonresident, part-year resident, or a person who has earned income not subject
to tax under this chapter, 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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[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2002.

Sec. 10. Minnesota Statutes 2001 Supplement, 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 allowed in computing federal alternative minimum
taxable income, but excluding:

(i) the Minnesota charitable contribution deduction;

(ii) the medical expense deduction;

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

(iv) the impairment-related work expenses of a disabled person; and

(v) holocaust victims’ settlement payments to the extent allowed under section 290.01,
subdivision 19b;

(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 federal 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 alternative 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); and

(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, clause (7);

less the sum of the amounts determined under the following:

(1) interest income as defined in section 290.01, subdivision 19b, clause (1);

(2) an overpayment of state income tax as provided by section 290.01, subdivision 19b, clause
(2), to the extent included in federal 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, clause (4) (12).

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" means investment interest as defined in section 163(d)(3) of the
Internal Revenue Code.
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(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.

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

(f) "Minnesota charitable contribution deduction" means a charitable contribution deduction
under section 170 of the Internal Revenue Code to or for the use of an entity described in
Minnesota Statutes 2000, section 290.21, subdivision 3, clauses (a) to (e). When the federal
deduction for charitable contributions is limited under section 170(b) of the Internal Revenue
Code, the allowable contributions in the year of contribution are deemed to be first contributions
to entities described in Minnesota Statutes 2000, section 290.21, subdivision 3, clauses (a) to (e).

[EFFECTIVE DATE.] This section is effective the day following final enactment, except that
clause (6) is effective for tax years ending after September 10, 2001.

Sec. 11. Minnesota Statutes 2001 Supplement, 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), (e), (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. If a corporation is part of a tax
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 a taxable 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 (16), is disallowed in determining alternative minimum taxable income.

(3) The subtraction for depreciation allowed under section 290.01, subdivision 19d, clause (19),
is allowed as a depreciation deduction in determining alternative minimum taxable income.

(4) The alternative tax net operating loss deduction under sections 56(a)(4) and 56(d) of the
Internal Revenue Code does not apply.

(3) (5) The special rule for certain dividends under section 56(g)(4)(C)(ii) of the Internal
Revenue Code does not apply.

(4) (6) The special rule for dividends from section 936 companies under section 56(g)(4)(C)(iii)
does not apply.

(5) (7) The tax preference for depletion under section 57(a)(1) of the Internal Revenue Code
does not apply.

(6) (8) The tax preference for intangible drilling costs under section 57(a)(2) of the Internal
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Revenue Code must be calculated without regard to subparagraph (E) and the subtraction under
section 290.01, subdivision 19d, clause (4).

(7) (9) The tax preference for tax exempt interest under section 57(a)(5) of the Internal
Revenue Code does not apply.

(8) (10) The tax preference for charitable contributions of appreciated property under section
57(a)(6) of the Internal Revenue Code does not apply.

(9) (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 is the 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 previously deducted is a
depreciation or amortization allowance in the first taxable year after December 31, 2000 2004.

(10) (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" as it is used
in section 56(g) of the Internal Revenue Code, means alternative minimum taxable income as
defined in this subdivision, determined without regard to the adjustment for adjusted current
earnings in section 56(g) of the Internal Revenue Code.

(11) (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), (ii) the amount of refunds of income,
excise, or franchise taxes subtracted as provided in section 290.01, subdivision 19d, clause (10), or
(iii) the amount of royalties, fees or other like income subtracted as provided in section 290.01,
subdivision 19d, clause (11).

Items of tax preference must not be reduced below zero as a result of the modifications in this
subdivision.

[EFFECTIVE DATE.] This section is effective for tax years ending after September 10, 2001.

Sec. 12. Minnesota Statutes 2001 Supplement, section 290A.03, subdivision 15, is amended to
read:

Subd. 15. [INTERNAL REVENUE CODE.] "Internal Revenue Code" means the Internal
Revenue Code of 1986, as amended through June 15, 2001 March 15, 2002.

[EFFECTIVE DATE.] This section is effective at the same time and manner as the changes to
federal adjusted gross income made by the Victims of Terrorism Tax Relief Act of 2001, Public
Law Number 107-134, and by the Job Creation and Worker Assistance Act of 2002, Public Law
Number 107-147, become effective.

ARTICLE 3

SALES AND USE TAXES

Section 1. Minnesota Statutes 2000, section 270.60, subdivision 4, is amended to read:

Subd. 4. [PAYMENTS TO COUNTIES.] (a) The commissioner shall pay to a county in which
an Indian gaming casino is located ten percent of the state share of all taxes generated from
activities on reservations and collected under a tax agreement under this section with the tribal
government for the reservation located in the county. If the tribe has casinos located in more than
one county, the payment must be divided equally among the counties in which the casinos are
located.

(b) A county is a qualified county under this subdivision if one of the following conditions is
met:
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(1) the county’s per capita income is less than 80 percent of the state per capita personal
income, based on the most recent estimates made by the United States Bureau of Economic
Analysis; or

(2) 30 percent or more of the total market value of real property in the county is exempt from
ad valorem taxation.

(c) The commissioner shall make the payments required under this subdivision by February 28
of the year following the year the taxes are collected.

(d) (c) An amount sufficient to make the payments authorized by this subdivision, not to exceed
$1,100,000 in any fiscal year, is annually appropriated from the general fund to the commissioner.
If the authorized payments exceed the amount of the appropriation, the commissioner shall first
proportionately reduce the payments to counties other than qualified counties so that the total
amount equals the appropriation. If the authorized payments to qualified counties also exceed the
amount of the appropriation, the commissioner shall then proportionately reduce the rate so that
the total amount to be paid to qualified counties equals the appropriation.

[EFFECTIVE DATE.] This section is effective for payments made after December 31, 2002.

Sec. 2. Minnesota Statutes 2001 Supplement, section 289A.20, subdivision 4, is amended to
read:

Subd. 4. [SALES AND USE TAX.] (a) The taxes imposed by chapter 297A are due and
payable to the commissioner monthly on or before the 20th day of the month following the month
in which the taxable event occurred, or following another reporting period as the commissioner
prescribes or as allowed under section 289A.18, subdivision 4, paragraph (f), except that use taxes
due on an annual use tax return as provided under section 289A.11, subdivision 1, are payable by
April 15 following the close of the calendar year.

(b) For a fiscal year ending before July 1, 2002, a vendor having a liability of $120,000 or more
during a fiscal year ending June 30 must remit the June liability for the next year in the following
manner:

(1) Two business days before June 30 of the year, the vendor must remit 62 75 percent of the
estimated June liability to the commissioner.

(2) On or before August 20 of the year, the vendor must pay any additional amount of tax not
remitted in June.

(c) A vendor having a liability of $120,000 or more during a fiscal year ending June 30 must
remit all liabilities on returns due for periods beginning in the subsequent calendar year by
electronic means on or before the 20th day of the month following the month in which the taxable
event occurred, or on or before the 20th day of the month following the month in which the sale is
reported under section 289A.18, subdivision 4, except for 62 75 percent of the estimated June
liability, which is due two business days before June 30. The remaining amount of the June
liability is due on August 20.

[EFFECTIVE DATE.] This section is effective for June 2002 and June 2003 tax liabilities.

Sec. 3. Minnesota Statutes 2001 Supplement, section 297A.61, subdivision 3, is amended to
read:

Subd. 3. [SALE AND PURCHASE.] (a) "Sale" 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 conditionally, for a consideration in money or by exchange or barter; and

(2) the leasing of or the granting of a license to use or consume, for a consideration in money or
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by exchange or barter, tangible personal property, other than a manufactured home used for
residential purposes for a continuous period of 30 days or more.

(c) Sale and purchase include the production, fabrication, printing, or processing of tangible
personal property for a consideration for consumers who furnish either directly or indirectly the
materials used in the production, fabrication, printing, or processing.

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

(1) prepared food sold by the retailer;

(2) soft drinks;

(3) candy; and

(4) all food sold through vending machines.

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

(f) A sale and a purchase includes the transfer for a consideration of computer software.

(g) A sale and 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, health clubs, and spas or athletic facilities;

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

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

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

(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

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

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

(5) delivery of aggregate materials and concrete block; and

(6) services as provided in this clause:

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

(ii) motor vehicle washing, waxing, and cleaning services, including services provided by coin
operated facilities operated by the customer, and rustproofing, undercoating, and towing of motor
vehicles;
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(iii) building and residential cleaning, maintenance, and disinfecting and exterminating
services;

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

(v) pet grooming services;

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

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

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

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

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

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

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

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

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

(j) A sale and a purchase includes the furnishing for a consideration of installation if the
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installation charges would be subject to the sales tax if the installation were provided by the seller
of the item being installed.

[EFFECTIVE DATE.] This section is effective for sales made after June 30, 2002.

Sec. 4. Minnesota Statutes 2001 Supplement, section 297A.61, subdivision 31, is amended to
read:

Subd. 31. [PREPARED FOOD.] "Prepared food" means (i) food that meets either of the
following conditions:

(1) the food is sold with eating utensils provided by the seller, including plates, knives, forks,
spoons, glasses, cups, napkins, or straws; or

(2) the food is sold in a heated state or heated by the seller; (ii) or two or more food ingredients
are mixed or combined by the seller for sale as a single item; or (iii) food sold with eating utensils
provided by the seller, including plates, knives, forks, spoons, glasses, cups, napkins, or straws.
Prepared food does not include, except for:

(i) bakery items, including, but not limited to, bread, rolls, buns, biscuits, bagels, croissants,
pastries, donuts, danish, cakes, tortes, pies, tarts, muffins, bars, cookies, tortillas;

(ii) ready-to-eat meat and seafood in an unheated state sold by weight;

(iii) eggs, fish, meat, poultry, and foods containing these raw animal foods requiring cooking
by the consumer as recommended by the Food and Drug Administration in chapter 3, part 401.11
of its food code so as to prevent food borne illnesses; or

(iv) food that is only sliced, repackaged, or pasteurized by the seller.

[EFFECTIVE DATE.] With the exception of clause (2), item (ii), this section is effective for
sales and purchases made after June 30, 2002. Clause (2), item (ii), is effective for sales and
purchases made after June 30, 2002, and before January 1, 2006.

Sec. 5. Minnesota Statutes 2001 Supplement, section 297A.66, subdivision 1, is amended to
read:

Subdivision 1. [DEFINITIONS.] (a) To the extent allowed by the United States Constitution
and the laws of the United States, "retailer maintaining a place of business in this state," or a
similar term, means a retailer:

(1) having or maintaining within this state, directly or by a subsidiary or an affiliate, an office,
place of distribution, sales or sample room or place, warehouse, or other place of business; or

(2) having a representative, including, but not limited to, an affiliate agent, salesperson,
canvasser, or solicitor operating in this state under the authority of the retailer or its subsidiary, for
any purpose, including the repairing, selling, delivering, installing, or soliciting of orders for the
retailer’s goods or services, or the leasing of tangible personal property located in this state,
whether the place of business or agent, representative, affiliate, salesperson, canvasser, or solicitor
is located in the state permanently or temporarily, or whether or not the retailer or, subsidiary, or
affiliate is authorized to do business in this state.

(b) "Destination of a sale" means the location to which the retailer makes delivery of the
property sold, or causes the property to be delivered, to the purchaser of the property, or to the
agent or designee of the purchaser. The delivery may be made by any means, including the United
States Postal Service or a for-hire carrier.

[EFFECTIVE DATE.] (a) This section is effective the day following final enactment and is
intended to confirm the original intent of the legislature in enacting Minnesota Statutes, section
297A.66, and its predecessor provisions.

(b) A retailer may elect that the provisions of this section apply only to sales it made after
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August 31, 2002, by notifying the commissioner and by applying for a permit under Minnesota
Statutes, section 297A.84, by August 15, 2002, to collect the tax imposed under Minnesota
Statutes, chapter 297A. A retailer qualifies under this paragraph only if it:

(1) did not maintain an office, place of distribution, sales or sample room or place, warehouse,
or other place of business in Minnesota except through an affiliate or did not have a representative,
agent, salesperson, canvasser, or solicitor in Minnesota except through an affiliate; and

(2) has not registered to collect tax under Minnesota Statutes, chapter 297A, as of the date of
enactment of this section.

Sec. 6. Minnesota Statutes 2000, section 297A.66, is amended by adding a subdivision to read:

Subd. 4. [AFFILIATED ENTITIES.] (a) An entity is an "affiliate" of the retailer for purposes
of subdivision 1, paragraph (a), if:

(1) the entity uses its facilities or employees in this state to advertise, promote, or facilitate the
establishment or maintenance of a market for sales of items by the retailer to purchasers in this
state or for the provision of services to the retailer’s purchasers in this state, such as accepting
returns of purchases for the retailer, providing assistance in resolving customer complaints of the
retailer, or providing other services; and

(2) the retailer and the entity are related parties.

(b) Two entities are related parties under this section if one of the entities meets at least one of
the following tests with respect to the other entity:

(1) one or both entities is a corporation, and one entity and any party related to that entity in a
manner that would require an attribution of stock from the corporation to the party or from the
party to the corporation under the attribution rules of section 318 of the Internal Revenue Code
owns directly, indirectly, beneficially, or constructively at least 50 percent of the value of the
corporation’s outstanding stock;

(2) one or both entities is a partnership, estate, or trust and any partner or beneficiary, and the
partnership, estate, or trust and its partners or beneficiaries own directly, indirectly, beneficially, or
constructively, in the aggregate, at least 50 percent of the profits, capital, stock, or value of the
other entity or both entities; or

(3) an individual stockholder and the members of the stockholder’s family (as defined in
section 318 of the Internal Revenue Code) owns directly, indirectly, beneficially, or
constructively, in the aggregate, at least 50 percent of the value of both entities’ outstanding stock.

(c) An entity is an affiliate under the provisions of this subdivision if the requirements of
paragraphs (a) and (b) are met during any part of the 12-month period ending on the first day of
the month before the month in which the sale was made.

[EFFECTIVE DATE.] (a) This section is effective the day following final enactment and is
intended to confirm the original intent of the legislature in enacting Minnesota Statutes, section
297A.66, and its predecessor provisions.

(b) A retailer may elect that the provisions of this section apply only to sales it made after
August 31, 2002, by notifying the commissioner and by applying for a permit under Minnesota
Statutes, section 297A.84, by August 15, 2002, to collect the tax imposed under Minnesota
Statutes, chapter 297A. A retailer qualifies under this paragraph only if it:

(1) did not maintain an office, place of distribution, sales or sample room or place, warehouse,
or other place of business in Minnesota except through an affiliate or did not have a representative,
agent, salesperson, canvasser, or solicitor in Minnesota except through an affiliate; and

(2) has not registered to collect tax under Minnesota Statutes, chapter 297A, as of the date of
enactment of this section.
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Sec. 7. Minnesota Statutes 2000, section 297A.67, subdivision 5, is amended to read:

Subd. 5. [EXEMPT MEALS AT SCHOOLS.] Meals and lunches served at public and private
elementary, middle, or secondary schools, universities, or colleges as defined in section 120A.05
are exempt. Meals and lunches served to students at a college, university, or private career school
under a board contract are exempt. For purposes of this subdivision, "meals and lunches" does not
include sales from vending machines.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after June 30,
2002. However, for vending machine contracts entered into by a school, as defined in section
120A.05, prior to May 30, 2002, food sales from vending machines continue to be exempt under
this subdivision for one year after the effective date of the contract.

Sec. 8. Minnesota Statutes 2000, section 297A.67, is amended by adding a subdivision to read:

Subd. 13a. [INSTRUCTIONAL MATERIALS.] Instructional materials, other than textbooks,
that are prescribed for use in conjunction with a course of study in a post-secondary school,
college, university, or private career school to students who are regularly enrolled at such
institutions are exempt. For purposes of this subdivision, "instructional materials" means materials
required to be used directly in the completion of the course of study, including, but not limited to,
interactive CDs, tapes, and computer software.

Instructional materials do not include general reference works or other items incidental to the
instructional process such as pens, pencils, paper, folders, or computers. For purposes of this
subdivision, "school" and "private career school" have the meanings given in subdivision 13.

[EFFECTIVE DATE.] This section is effective for sales after June 30, 2003.

Sec. 9. Minnesota Statutes 2001 Supplement, section 297A.67, subdivision 25, is amended to
read:

Subd. 25. [MAINTENANCE OF CEMETERY GROUNDS.] Lawn care and related services
used in the maintenance of cemetery grounds are exempt. For purposes of this subdivision, "lawn
care and related services" means the services listed in section 297A.61, subdivision 3, paragraph
(g), clause (5) (6), item (vi), and "cemetery" means a cemetery for human burial.

Sec. 10. Minnesota Statutes 2001 Supplement, section 297A.67, subdivision 29, is amended to
read:

Subd. 29. [ENERGY EFFICIENT PRODUCTS.] (a) A residential lighting fixture or a compact
fluorescent bulb is exempt if it has an energy star label.

(b) The following products are exempt if they have an energyguide label that indicates that the
product meets or exceeds the standards listed below:

(1) an electric heat pump hot water heater with an energy factor of at least 1.9;

(2) a natural gas water heater with an energy factor of at least 0.62; and

(3) a propane gas or fuel oil water heater with an energy factor of at least 0.62;

(4) a natural gas furnace with an annual fuel utilization efficiency greater than 92 percent; and

(5) a propane gas or fuel oil furnace with an annual fuel utilization efficiency greater than 92
percent.

(c) A photovoltaic device is exempt. For purposes of this subdivision, "photovoltaic device"
means a solid-state electrical device, such as a solar module, that converts light directly into direct
current electricity of voltage-current characteristics that are a function of the characteristics of the
light source and the materials in and design of the device. A "solar module" is a photovoltaic
device that produces a specified power output under defined test conditions, usually composed of
groups of solar cells connected in series, in parallel, or in series-parallel combinations.
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(d) For purposes of this subdivision, "energy star label" means the label granted to certain
products that meet United States Environmental Protection Agency and United States Department
of Energy criteria for energy efficiency. For purposes of this subdivision, "energyguide label"
means the label that the United States Federal Trade Commissioner requires manufacturers to
apply to certain appliances under United States Code, title 16, part 305.

[EFFECTIVE DATE.] This section is effective for sales and purchases made on or after the
day following final enactment and before August 1, 2005.

Sec. 11. Minnesota Statutes 2001 Supplement, section 297A.68, subdivision 3, is amended to
read:

Subd. 3. [MATERIALS USED IN PROVIDING CERTAIN TAXABLE SERVICES.] (a)
Materials stored, used, or consumed in providing a taxable service listed in section 297A.61,
subdivision 3, paragraph (g), clause (5) (6), intended to be sold ultimately at retail are exempt.

(b) This exemption includes, but is not limited to:

(1) chemicals, lubricants, packaging materials, seeds, trees, fertilizers, and herbicides, if these
items are used or consumed in providing the taxable service;

(2) chemicals used to treat waste generated as a result of providing the taxable service;

(3) accessory tools, equipment, and other items that are separate detachable units used in
providing the service and that have an ordinary useful life of less than 12 months; and

(4) fuel, electricity, gas, and steam used or consumed in the production process, except that
electricity, gas, or steam used for space heating, cooling, or lighting is exempt if (i) it is in excess
of average climate control or lighting, and (ii) it is necessary to produce that particular service.

(c) This exemption does not include machinery, equipment, implements, tools, accessories,
appliances, contrivances, furniture, and fixtures used in providing the taxable service.

Sec. 12. Minnesota Statutes 2001 Supplement, section 297A.70, subdivision 10, is amended to
read:

Subd. 10. [NONPROFIT TICKETS OR ADMISSIONS.] (a) Tickets or admissions to an event
are exempt if all the gross receipts are recorded as such, in accordance with generally accepted
accounting principles, on the books of one or more organizations that provide an opportunity for
citizens of the state to participate in the creation, performance, or appreciation of the arts, and
provided that each organization is either:

(1) an organization described in section 501(c)(3) of the Internal Revenue Code in which
voluntary contributions make up at least the following percent of the organization’s annual
revenue in its most recently completed 12-month fiscal year, or in the current year if the
organization has not completed a 12-month fiscal year:

(i) for sales made after July 31, 2001, and before July 1, 2002, for the organization’s fiscal year
completed in calendar year 2000, three percent;

(ii) for sales made on or after July 1, 2002, and on or before June 30, 2003, for the
organization’s fiscal year completed in calendar year 2001, three percent;

(iii) for sales made on or after July 1, 2003, and on or before June 30, 2004, for the
organization’s fiscal year completed in calendar year 2002, four percent; and

(iv) for sales made in each 12-month period, beginning on July 1, 2004, and each subsequent
year, for the organization’s fiscal year completed in the preceding calendar year, five percent; or

(2) a municipal board that promotes cultural and arts activities; or

(3) the University of Minnesota, provided that the event is held at a university-owned facility.
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The exemption only applies if the entire proceeds, after reasonable expenses, are used solely to
provide opportunities for citizens of the state to participate in the creation, performance, or
appreciation of the arts.

(b) Tickets or admissions to the premises of the Minnesota zoological garden are exempt,
provided that the exemption under this paragraph does not apply to tickets or admissions to
performances or events held on the premises unless the performance or event is sponsored and
conducted exclusively by the Minnesota zoological board or employees of the Minnesota
zoological garden.

[EFFECTIVE DATE.] This section is effective for tickets and admissions to events held after
July 31, 2001, but does not apply to events for which sales of tickets or admissions were made
prior to August 1, 2001.

Sec. 13. Minnesota Statutes 2001 Supplement, section 297A.71, subdivision 23, is amended to
read:

Subd. 23. [CONSTRUCTION MATERIALS FOR QUALIFIED LOW-INCOME HOUSING
PROJECTS.] (a) Purchases of materials and supplies used or consumed in and equipment
incorporated into the construction, improvement, or expansion 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 redevelopment authority of a political
subdivision;

(2) an entity exercising the powers of a housing and redevelopment authority within a political
subdivision;

(3) a limited partnership in which the sole general partner is an authority under clause (1) or an
entity under clause (2); or

(4) a nonprofit corporation subject to the provisions of chapter 317A, and qualifying 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) a housing 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) a federally 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, 1715l(d)(3), 1715l(d)(4), or 1715z-1; United States Code, title 42, section
1437f; the Native American Housing Assistance and Self-Determination Act, United States Code,
title 25, section 4101 et seq.; or any similar successor federal low-income housing program;

(3) a qualified 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 a
low-income housing credit; or

(4) a project that will be operated in compliance with Internal Revenue Service revenue
procedure 96-32; or

(5) a housing or mixed use project in which all or a portion of the residential units are subject to
the requirements of section 5 of the United States Housing Act of 1937.
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(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 the ratio 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) the total gross square footage of all units in 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.] Paragraph (a), clause (5), and paragraph (b), clause (5), are effective
retroactive for sales and purchases made after July 31, 2001. For sales and purchases made after
July 31, 2001, and before July 1, 2002, an owner entity under this section must apply to the
commissioner of revenue for a refund of the tax paid on the exempt amount as determined under
this section. The rest of the section is effective for sales made after June 30, 2002.

Sec. 14. Minnesota Statutes 2000, section 297A.71, is amended by adding a subdivision to
read:

Subd. 28. [CONSTRUCTION MATERIALS AND EQUIPMENT; REPLACEMENT
AGRICULTURAL PROCESSING FACILITY.] Materials and supplies used or consumed in, and
machinery and equipment incorporated into, the construction of a meat-packing or
meat-processing facility are exempt if:

(1) the cost of the project exceeds $75,000,000; and

(2) the facility replaces a facility that was destroyed by fire.

[EFFECTIVE DATE.] This section is effective for sales and purchases made after March 31,
2002, and before January 1, 2005.

Sec. 15. Minnesota Statutes 2000, section 297A.71, is amended by adding a subdivision to
read:

Subd. 29. [HYDROELECTRIC GENERATING FACILITY.] Materials and supplies used or
consumed in the construction of a hydroelectric generating facility that meets the requirements of
this subdivision are exempt. To qualify for the exemption under this subdivision, a hydroelectric
generating facility must:

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

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

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

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

Sec. 16. Minnesota Statutes 2000, section 297A.71, is amended by adding a subdivision to
read:

Subd. 30. [NONPROFIT ARTS ORGANIZATION.] Materials, equipment, and supplies
incorporated into the construction or renovation of a state bond financed facility funded in 2002
which is owned or operated by a nonprofit arts organization are exempt.

[EFFECTIVE DATE.] This section is effective for sales and purchases made the day after
final enactment and before July 1, 2007.
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Sec. 17. Minnesota Statutes 2001 Supplement, section 297A.75, is amended to read:

297A.75 [REFUND; APPROPRIATION.]

Subdivision 1. [TAX COLLECTED.] The tax 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 items include:

(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 a residence for disabled veterans exempt under section 297A.71,
subdivision 11;

(6) chair lifts, ramps, elevators, and associated 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; and

(8) materials, supplies, fixtures, furnishings, and equipment for a county law enforcement and
family service center under section 297A.71, subdivision 26; and

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

Subd. 2. [REFUND; ELIGIBLE PERSONS.] Upon application on forms prescribed by the
commissioner, a refund equal to the tax paid on the gross receipts of the exempt items must be
paid to the applicant. Only the following persons may apply for the refund:

(1) for subdivision 1, clauses (1) to (3), the applicant must be the purchaser;

(2) for subdivision 1, clauses (4), (7), and (8), 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; and

(4) for subdivision 1, clause (6), the applicant must be the owner of the homestead property;
and

(5) for subdivision 1, clause (9), the owner of the qualified low-income housing project.

Subd. 3. [APPLICATION.] (a) The application must include sufficient information to permit
the commissioner to verify the tax paid. If the tax was paid by a contractor, subcontractor, or
builder, under subdivision 1, clause (4), (5), (6), (7), or (8), or (9), 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.

Subd. 4. [INTEREST.] Interest must be paid on the refund at the rate in section 270.76 from the
date the refund claim is filed for taxes paid under subdivision 1, clauses (1) to (3), and (5), and
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from 60 days after the date the refund claim is filed with the commissioner for claims filed under
subdivision 1, clauses (4), (6), (7), and (8), and (9).

Subd. 5. [APPROPRIATION.] The amount required to make the refunds is annually
appropriated to the commissioner.

[EFFECTIVE DATE.] This section is effective for sales made after June 30, 2002.

Sec. 18. Minnesota Statutes 2000, section 297A.96, is amended to read:

297A.96 [LOCAL ADMISSIONS AND AMUSEMENT TAXES; EXEMPTION FOR ARTS
ORGANIZATIONS.]

If an event is sponsored by a nonprofit arts organization, then Amounts charged for admission
to the an event or to the organization’s premises described in section 297A.70, subdivision 10,
paragraph (a), are not subject to a tax imposed by a local unit of government or imposed on sales
taking place in a single named local unit of government on sales of admissions or amusements,
under a law other than a general sales tax law.

[EFFECTIVE DATE.] This section is effective for tickets and admissions to events held after
July 31, 2001, but does not apply to events for which sales of tickets or admissions were made
prior to August 1, 2001.

Sec. 19. Minnesota Statutes 2001 Supplement, section 297A.995, subdivision 4, is amended to
read:

Subd. 4. [AUTHORITY TO ENTER AGREEMENT.] The commissioner of revenue is
authorized and directed to enter into the agreement with one or more states to simplify and
modernize sales and use tax administration in order to substantially reduce the burden of tax
compliance for all sellers and for all types of commerce. In furtherance of the agreement, the
commissioner is authorized to act jointly with other states that are members of the agreement to
establish standards for certification of a certified service provider and certified automated system
and establish performance standards for multistate sellers.

The commissioner of revenue is further directed to negotiate the agreement with the express
intention of ensuring uniform sales and use taxation as applied to like-kind transactions.

The commissioner is further authorized to take other actions reasonably required to implement
the provisions set forth in this article. Other actions authorized by this section include, but are not
limited to, the adoption of rules and regulations and the joint procurement, with other member
states, of goods and services in furtherance of the cooperative agreement.

The commissioner or the commissioner’s designee is following officials are authorized to
represent this state before the other states that are signatories to the agreement:

(1) the commissioner or the commissioner’s designee;

(2) the chair of the house committee with jurisdiction over taxes or the house chair’s designee;
and

(3) the chair of the senate committee with jurisdiction over taxes or the senate chair’s designee.

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

Sec. 20. Laws 1990, chapter 604, article 6, section 9, subdivision 1, as amended by Laws 1991,
chapter 291, article 8, section 25, is amended to read:

Subdivision 1. [AUTHORIZATION.] Notwithstanding Minnesota Statutes, section 469.190,
477A.016, or other law, in addition to the tax authorized in Laws 1986, chapter 391, section 4, the
governing body of the city of Bloomington may impose a tax of up to one two percent on the gross
receipts from the furnishing for consideration of lodging at a hotel, motel, rooming house, tourist
court, or resort, other than the renting or leasing of it for a continuous period of 30 days or more,
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located in the city. The city may agree with the commissioner of revenue that a tax imposed under
this section shall be collected by the commissioner together with the tax imposed by Minnesota
Statutes, chapter 297A, and subject to the same interest, penalties, and other rules and that its
proceeds, less the cost of collection, shall be remitted to the city. The proceeds of the tax must be
used by the Bloomington convention bureau only to market and promote the city as a tourist or
convention center. If the duties of the convention bureau as they existed on January 1, 1991, are
assigned to another agency, the tax shall cease.

[EFFECTIVE DATE; LOCAL APPROVAL.] This section takes effect the day after the
governing body of the city of Bloomington complies with Minnesota Statutes, section 645.021,
subdivision 3.

Sec. 21. Laws 1998, chapter 389, article 8, section 37, subdivision 2, is amended to read:

Subd. 2. [APPOINTMENT OF MEMBERS.] The citizen review panel must consist of 17
members, each of whom represents one of the district councils consists of three residents from
each of the seven city council wards, for a total of 21 members. The mayor must appoint the
members, and the appointments are subject to confirmation by a majority vote of the city council.
Members serve for a term of four years. Elected officials and employees of the city are ineligible
to serve as members of the panel.

[EFFECTIVE DATE.] This section is effective upon approval by the governing body of the
city of St. Paul and compliance with Minnesota Statutes, section 645.021.

Sec. 22. Laws 2001, First Special Session chapter 5, article 12, section 11, the effective date, is
amended to read:

[EFFECTIVE DATE.] This section is effective January 1, 2002, however, for contracts
entered into before January 1, 2002, the sale price for aggregate materials and concrete block does
not include delivery charges until January 1, 2005.

Sec. 23. Laws 2001, First Special Session chapter 5, article 12, section 82, the effective date, is
amended to read:

[EFFECTIVE DATE.] This section is effective January 1, 2003 for sales and purchases made
after December 31, 2005.

Sec. 24. Laws 2001, First Special Session chapter 5, article 12, section 95, is amended to read:

Sec. 95. [REPEALER.]

(a) Minnesota Statutes 2000, sections 297A.61, subdivision 16; 297A.68, subdivision 21; and
297A.71, subdivisions subdivision 2 and 16, are repealed effective for sales and purchases
occurring after June 30, 2001, except that the repeal of section 297A.61, subdivision 16, paragraph
(d), is effective for sales and purchases occurring after July 31, 2001.

(b) Minnesota Statutes 2000, sections 297A.62, subdivision 2, and 297A.64, subdivision 1, are
repealed effective for sales and purchases made after December 31, 2005.

(c) Minnesota Statutes 2000, section 297A.71, subdivision 15, is repealed effective for sales
and purchases made after June 30, 2002.

(d) Minnesota Statutes 2000, section 289A.60, subdivision 15, is repealed effective for
liabilities after January 1, 2003 2004.

(e) Minnesota Statutes 2000, section 297A.71, subdivision 16, is repealed effective for sales
and purchases occuring after December 31, 2002.

[EFFECTIVE DATE.] Paragraph (d) is effective the day after final enactment. Paragraphs (a)
and (e) are effective for sales and purchases made on or after June 30, 2001, for projects begun
prior to June 30, 2001.
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Sec. 25. [ROCHESTER LODGING TAX.]

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

Subd. 2. [DISPOSITION OF PROCEEDS.] The gross proceeds from any tax imposed under
subdivision 1 must be used by the city to fund a local convention or tourism bureau for the
purpose of marketing and promoting the city as a tourist or convention center.

[EFFECTIVE DATE.] This section is effective for lodging furnished on or after July 1, 2002.

Sec. 26. [REPEALER.]

Minnesota Statutes 2000, section 297A.68, subdivision 26, is repealed effective for sales and
purchases made after June 30, 2002.

ARTICLE 4

PROPERTY TAXES

Section 1. Minnesota Statutes 2000, section 168A.05, is amended by adding a subdivision to
read:

Subd. 1a. [MANUFACTURED HOMES; PROPERTY TAXES MUST BE PAID.] In the case
of a manufactured home as defined in section 327.31, subdivision 6, the department shall not issue
a certificate of title unless the application under section 168A.04 is accompanied with a statement
from the county auditor or county treasurer where the manufactured home is presently located,
stating that all personal property taxes levied on the unit that are due from the current owner at the
time of transfer for which the application applies, have been paid.

[EFFECTIVE DATE.] This section is effective for certificates of title issued by the
department on or after July 1, 2002.

Sec. 2. Minnesota Statutes 2000, section 168A.05, is amended by adding a subdivision to read:

Subd. 1b. [EXEMPTION.] The provisions of subdivision 1a shall not apply to: (i) a
manufactured home which is sold or otherwise disposed of pursuant to section 504B.271 by the
owner of a manufactured home park as defined in section 327.14, subdivision 3, or (ii) a
manufactured home which is sold pursuant to section 504B.265 by the owner of a manufactured
home park.

[EFFECTIVE DATE.] This section is effective for certificates of title issued by the
department on or after July 1, 2002.

Sec. 3. Minnesota Statutes 2001 Supplement, section 216B.1646, is amended to read:

216B.1646 [RATE REDUCTION; PROPERTY TAX REDUCTION.]

(a) The commission shall, by any method the commission finds appropriate, reduce the
amounts rates each electric utility subject to rate regulation by the commission charges its
customers to reflect, on an ongoing basis, the amount by which each utility’s property tax on the
personal property of its electric generation, transmission, or distribution system from taxes payable
in 2001 to taxes payable in 2002 is reduced. The commission must ensure that, to the extent
feasible, each dollar of personal property tax reduction allocated to Minnesota consumers
retroactive to January 1, 2002, results in a dollar of savings to the utility’s customers. A utility
may voluntarily pass on any additional property tax savings in the same manner as approved by
the commission under this paragraph.

(b) By April 10, 2002, each utility shall submit a filing to the commission containing:
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(1) certified information regarding the utility’s property tax savings allocated to Minnesota
retail customers; and

(2) a proposed method of passing these savings on to Minnesota retail customers.

The utility shall provide the information in clause (1) to the commissioner of revenue at the
same time. The commissioner shall notify the commission within 30 days as to the accuracy of the
property tax data submitted by the utility.

(c) For purposes of this section, "personal property" means tools, implements, and machinery
of the generating plant. It does not apply to transformers, transmission lines, distribution lines, or
any other tools, implements, and machinery that are part of an electric substation, wherever
located.

[EFFECTIVE DATE.] This section is effective retroactive to July 1, 2001.

Sec. 4. Minnesota Statutes 2001 Supplement, section 271.01, subdivision 5, is amended to read:

Subd. 5. [JURISDICTION.] The tax court shall have statewide jurisdiction. Except for an
appeal to the supreme court or any other appeal allowed under this subdivision, the tax court shall
be the sole, exclusive, and final authority for the hearing and determination of all questions of law
and fact arising under the tax laws of the state, as defined in this subdivision, in those cases that
have been appealed to the tax court and in any case that has been transferred by the district court
to the tax court. The tax court shall have no jurisdiction in any case that does not arise under the
tax laws of the state or in any criminal case or in any case determining or granting title to real
property or in any case that is under the probate jurisdiction of the district court. The small claims
division of the tax court shall have no jurisdiction in any case dealing with property valuation or
assessment for property tax purposes until the taxpayer has appealed the valuation or assessment
to the county board of equalization, and in those towns and cities which have not transferred their
duties to the county, the town or city board of equalization, except for: (i) those taxpayers whose
original assessments are determined by the commissioner of revenue; (ii) those taxpayers
appealing a denial of a current year application for the homestead classification for their property
and the denial was not reflected on a valuation notice issued in the year; and (iii) any case dealing
with property valuation, assessment, or taxation for property tax purposes and meeting the
jurisdictional requirements of section 271.21, subdivision 2, paragraph (c) only as provided in
section 271.21, subdivision 2. The tax court shall have no jurisdiction in any case involving an
order of the state board of equalization unless a taxpayer contests the valuation of property. Laws
governing taxes, aids, and related matters administered by the commissioner of revenue, laws
dealing with property valuation, assessment or taxation of property for property tax purposes, and
any other laws that contain provisions authorizing review of taxes, aids, and related matters by the
tax court shall be considered tax laws of this state subject to the jurisdiction of the tax court. This
subdivision shall not be construed to prevent an appeal, as provided by law, to an administrative
agency, board of equalization, review under section 274.13, subdivision 1c, or to the
commissioner of revenue. Wherever used in this chapter, the term commissioner shall mean the
commissioner of revenue, unless otherwise specified.

[EFFECTIVE DATE.] This section is effective for petitions filed pertaining to the 2002
assessment, and thereafter.

Sec. 5. Minnesota Statutes 2001 Supplement, section 271.21, subdivision 2, is amended to read:

Subd. 2. [JURISDICTION.] At the election of the taxpayer, the small claims division shall have
jurisdiction only in the following matters:

(a) cases involving valuation, assessment, or taxation of real or personal property, if the
taxpayer has satisfied the requirements of section 271.01, subdivision 5, and:

(i) the issue is a denial of a current year application for the homestead classification for the
taxpayer’s property and the denial was not reflected on a valuation notice issued in the year; or

(ii) in the case of nonhomestead property, only one parcel is included in the petition, the entire
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parcel is classified as homestead class 1a or 1b under section 273.13 and the parcel contains no
more than one dwelling unit;

(iii) the entire property is classified as agricultural homestead class 2a or 1b under section
273.13; or

(iv) the assessor’s estimated market value of the property included in the petition is less than
$100,000 $300,000; or

(b) any other case concerning the tax laws as defined in section 271.01, subdivision 5, not
involving valuation, assessment, or taxation of real and personal property in which the amount in
controversy does not exceed $5,000, including penalty and interest; or.

(c) cases involving valuation, assessment, or taxation of real or personal property if:

(i) the issue is a denial of a current year application for the homestead classification for the
taxpayer’s property;

(ii) only one parcel is included in the petition, the entire parcel is classified as homestead 1a or
1b pursuant to section 273.13, and the parcel contains no more than one dwelling unit; or

(iii) the assessor’s estimated market value of the property included in the petition is less than
$300,000.

[EFFECTIVE DATE.] This section is effective for petitions filed pertaining to the 2002
assessment, and thereafter.

Sec. 6. Minnesota Statutes 2001 Supplement, section 272.02, subdivision 22, is amended to
read:

Subd. 22. [WIND ENERGY CONVERSION SYSTEMS.] (a) Small scale wind energy
conversion systems installed after January 1, 1991, and used as an electric power source are
exempt.

"Small scale wind energy conversion systems" are wind energy conversion systems, as defined
in section 216C.06, subdivision 12, including the foundation or support pad, which (i) are used as
an electric power source; (ii) are located within one county and owned by the same owner; and
(iii) produce two megawatts or less of electricity as measured by nameplate ratings.

(b) Medium scale wind energy conversion systems installed after January 1, 1991, are treated
as follows: (i) the foundation and support pad are taxable; (ii) the associated supporting and
protective structures are exempt for the first five assessment years after they have been
constructed, and thereafter, 30 percent of the market value of the associated supporting and
protective structures are taxable; and (iii) the turbines, blades, transformers, and its related
equipment, are exempt. "Medium scale wind energy conversion systems" are wind energy
conversion systems as defined in section 216C.06, subdivision 12, including the foundation or
support pad, which: (i) are used as an electric power source; (ii) are located within one county and
owned by the same owner; and (iii) produce more than two but equal to or less than 12 megawatts
of energy as measured by nameplate ratings.

(c) Large scale wind energy conversion systems installed after January 1, 1991, are treated as
follows: 25 percent of the market value of all property is taxable, including (i) the foundation and
support pad; (ii) the associated supporting and protective structures; and (iii) the turbines, blades,
transformers, and its related equipment. "Large scale wind energy conversion systems" are wind
energy conversion systems as defined in section 216C.06, subdivision 12, including the foundation
or support pad, which (i) are used as an electric power source; and (ii) produce more than 12
megawatts of energy as measured by nameplate ratings.

(d) The total size of a wind energy conversion system under this subdivision shall be
determined according to this paragraph. Unless the systems are interconnected with different
distribution systems, the nameplate capacity of one wind energy conversion system shall be
combined with the nameplate capacity of any other wind energy conversion system that is:
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(1) located within five miles of the wind energy conversion system;

(2) constructed within the same calendar year as the wind energy conversion system; and

(3) under common ownership.

In the case of a dispute, the commissioner of commerce shall determine the total size of the
system, and shall draw all reasonable inferences in favor of combining the systems.

(e) In making a determination under paragraph (d), the commissioner of commerce may
determine that two wind energy conversion systems are under common ownership when the
underlying ownership structure contains similar persons or entities, even if the ownership shares
differ between the two systems. Wind energy conversion systems are not under common
ownership solely because the same person or entity provided equity financing for the systems. All
real and personal property of a wind energy conversion system as defined in section 272.029,
subdivision 2, is exempt from property tax except that the land on which the property is located
remains taxable.

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

Sec. 7. Minnesota Statutes 2000, section 272.02, is amended by adding a subdivision to read:

Subd. 51. [ELECTRIC GENERATION FACILITY; PERSONAL PROPERTY.]
Notwithstanding subdivision 9, clause (a), attached machinery and other personal property which
is part of a combined cycle natural gas turbine electric generation facility of between 43 and 46
megawatts of installed capacity and that meets the requirements of this subdivision is exempt. At
the time of construction, the facility must:

(1) utilize a combined cycle gas turbine generator fueled by natural gas;

(2) be connected to an existing 115-kilovolt high-voltage electric transmission line that is
within one mile of the facility;

(3) be located on an underground natural gas storage aquifer;

(4) be designed as an intermediate load facility; and

(5) have received, by resolution, the approval from the governing body of the county for the
exemption of personal property under this subdivision.

Construction of the facility must be commenced after January 1, 2002, and before January 1,
2004. Property eligible for this exemption does not include electric transmission lines and
interconnections or gas pipelines and interconnections appurtenant to the property or the facility.

[EFFECTIVE DATE.] This section is effective for assessment year 2002 and thereafter.

Sec. 8. Minnesota Statutes 2000, section 272.02, is amended by adding a subdivision to read:

Subd. 52. [ELECTRIC GENERATION FACILITY; PERSONAL PROPERTY.]
Notwithstanding subdivision 9, clause (a), attached machinery and other personal property which
is part of a simple-cycle combustion-turbine electric generation facility of more than 40 megawatts
and less than 50 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 located within two miles of parallel existing 36-inch natural gas pipelines and an existing
115-kilovolt high-voltage electric transmission line;

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

(4) satisfy a resource deficiency identified in an approved integrated resource plan filed under
section 216B.2422.
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Construction of the facility must be commenced after January 1, 2001, and before January 1,
2005. Property eligible for this exemption does not include electric transmission lines and
interconnections or gas pipelines and interconnections appurtenant to the property or the facility.

[EFFECTIVE DATE.] This section is effective for assessment year 2002 and thereafter.

Sec. 9. Minnesota Statutes 2000, section 272.02, is amended by adding a subdivision to read:

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

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

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

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

Construction of the facility must be commenced after January 1, 2002, and before January 1,
2004. Property eligible for this exemption does not include electric transmission lines and
interconnections or gas pipelines and interconnections appurtenant to the property or the facility.

[EFFECTIVE DATE.] This section is effective for assessment year 2002 and thereafter.

Sec. 10. Minnesota Statutes 2000, section 272.02, is amended by adding a subdivision to read:

Subd. 54. [SMALL BIOMASS ELECTRIC GENERATION FACILITY; PERSONAL
PROPERTY.] Notwithstanding subdivision 9, clause (a), attached machinery and other personal
property which is part of an electrical generating facility that meets the requirements of this
subdivision is exempt. At the time of construction the facility must:

(1) have a generation capacity of less than 25 megawatts;

(2) provide process heating needs in addition to electrical generation; and

(3) utilize agricultural by-products from the malting process and other biomass fuels as its
primary fuel source.

Construction of the facility must be commenced after January 1, 2002, and before January 1,
2006. Property eligible for this exemption does not include electric transmission lines and
interconnections or gas pipelines and interconnections appurtenant to the property or facility.

[EFFECTIVE DATE.] This section is effective for assessment year 2003 and thereafter.

Sec. 11. Minnesota Statutes 2000, section 272.02, is amended by adding a subdivision to read:

Subd. 55. [ELECTRIC GENERATION FACILITY; PERSONAL PROPERTY.]
Notwithstanding subdivision 9, clause (a), attached machinery and other personal property which
is part of an electric generating facility that meets the requirements of this subdivision is exempt.
At the time of construction, the facility must be sited on an energy park that (i) is located on an
active mining site, or on a former mining or industrial site where mining or industrial operations
have terminated, (ii) is within a tax relief area as defined in section 273.134, (iii) has on-site access
to existing railroad infrastructure, (iv) has direct rail access to a Great Lakes port, (v) has sufficient
private water resources on site, and (vi) is designed to host at least 500 megawatts of electrical
generation.

Construction of the first 250 megawatts of the facility must be commenced after January 1,
2002, and before January 1, 2005. Construction of up to an additional 750 megawatts of
generation must be commenced before January 1, 2010. Property eligible for this exemption does
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not include electric transmission lines and interconnections or gas pipelines and interconnections
appurtenant to the property or the facility.

[EFFECTIVE DATE.] This section is effective for assessment year 2003 and thereafter.

Sec. 12. Minnesota Statutes 2001 Supplement, section 272.028, is amended to read:

272.028 [PAYMENT IN LIEU OF PERSONAL PROPERTY PRODUCTION TAX; WIND
GENERATION FACILITIES.]

A developer of a new or existing medium or large scale wind energy conversion system, as
defined under section 272.02, subdivision 22, paragraphs (b) and (c), 272.029, subdivision 2, may
negotiate with the city or town and the county where the wind energy conversion system is located
to establish a payment in lieu of tax on personal property used to generate electric power the wind
energy production tax imposed under section 272.029. The in lieu payment is to provide fees or
compensation to the host jurisdictions to maintain public infrastructure and services. A host
jurisdiction includes a city or town and the county in which a facility is located. The payment in
lieu of personal property the wind energy production tax may be based on production capacity,
historical production, or other factors agreed upon by the parties. The payment in lieu of tax
agreement must be signed by the parties and filed with the commissioner of revenue and the
county recorder. Upon execution and filing of the agreement, the personal property to which the in
lieu payment applies shall be deemed exempt from tax under section 272.02, subdivision 22,
paragraphs (b) and (c). This Exemption from the tax under section 272.029 shall be effective for
the assessment year in which the in lieu payment is agreed upon and shall remain exempt for the
same duration as the in lieu payments under this section are in effect.

Sec. 13. [272.029] [WIND ENERGY PRODUCTION TAX.]

Subdivision 1. [PRODUCTION TAX.] A tax is imposed on the production of electricity from a
wind energy conversion system installed after January 1, 1991, and used as an electric power
source.

Subd. 2. [DEFINITIONS.] (a) For the purposes of this section, the term:

(1) "wind energy conversion system" has the meaning given it in section 216C.06, subdivision
12;

(2) "large scale wind energy conversion system" means a wind energy conversion system of
more than 12 megawatts, as measured by the nameplate capacity of the system or as combined
with other systems as provided in paragraph (b);

(3) "medium scale wind energy conversion system" means a wind energy conversion system of
over two and not more than 12 megawatts, as measured by the nameplate capacity of the system or
as combined with other systems as provided in paragraph (b); and

(4) "small scale wind energy conversion system" means a wind energy conversion system of
two megawatts and under, as measured by the nameplate capacity of the system or as combined
with other systems as provided in paragraph (b).

(b) For systems installed and contracted for after January 1, 2002, the total size of a wind
energy conversion system under this subdivision shall be determined according to this paragraph.
Unless the systems are interconnected with different distribution systems, the nameplate capacity
of one wind energy conversion system shall be combined with the nameplate capacity of any other
wind energy conversion system that is:

(1) located within five miles of the wind energy conversion system;

(2) constructed within the same calendar year as the wind energy conversion system; and

(3) under common ownership.

In the case of a dispute, the commissioner of commerce shall determine the total size of the
system, and shall draw all reasonable inferences in favor of combining the systems.
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(c) In making a determination under paragraph (b), the commissioner of commerce may
determine that two wind energy conversion systems are under common ownership when the
underlying ownership structure contains similar persons or entities, even if the ownership shares
differ between the two systems. Wind energy conversion systems are not under common
ownership solely because the same person or entity provided equity financing for the systems.

Subd. 3. [RATE OF TAX.] (a) The owner of a wind energy conversion system shall pay a tax
based on the following schedule:

(1) for a large scale wind energy conversion system, .12 cents per kilowatt-hour of electricity
produced by the system;

(2) for a medium scale wind energy conversion system, .036 cents per kilowatt-hour of
electricity produced by the system; and

(3) for a small scale wind energy conversion system of two megawatts or less, but greater than
.25 megawatts capacity, .012 cents per kilowatt-hour of electricity produced by the system.

(b) Small scale wind energy conversion systems with the capacity of .25 megawatts or less, and
small scale wind energy conversion systems with a capacity of two megawatts or less that are
owned by a political subdivision, are exempt from the wind energy production tax.

Subd. 4. [REPORTS.] (a) An owner of a wind energy conversion system subject to tax under
subdivision 3 shall file a report with the commissioner of revenue annually on or before March 1
detailing the amount of electricity in kilowatt-hours that was produced by the wind energy
conversion system for the previous calendar year. The commissioner shall prescribe the form of
the report. The report must contain the information required by the commissioner to determine the
tax due to each county under this section for the current year. If an owner of a wind energy
conversion system subject to taxation under this section fails to file the report by the due date, the
commissioner of revenue shall determine the tax based upon the nameplate capacity of the system
multiplied by a capacity factor of 40 percent.

(b) On or before March 31, the commissioner of revenue shall notify the owner of the wind
energy conversion systems of the tax due to each county for the current year and shall certify to
the county auditor of each county in which the systems are located the tax due from each owner
for the current year.

Subd. 5. [PAYMENT OF TAX; COLLECTION.] The amount of production tax determined
under subdivision 4 must be paid to the county treasurer at the time and in the manner provided for
payment of property taxes under section 277.01, subdivision 3, and, if unpaid, is subject to the
same enforcement, collection, and interest and penalties as delinquent personal property taxes.
Except to the extent inconsistent with this section, the provisions of sections 277.01 to 277.24 and
278.01 to 278.13 apply to the taxes imposed under this section, and for purposes of those
provisions, the taxes imposed under this section are considered personal property taxes.

Subd. 6. [DISTRIBUTION OF REVENUES.] Revenues from the taxes imposed under
subdivision 5 must be part of the settlement between the county treasurer and the county auditor
under section 276.09. The revenue must be distributed by the county auditor or the county
treasurer to all taxing jurisdictions in which the wind energy conversion system is located, in the
same proportion that each of the taxing jurisdiction’s current year’s net tax capacity based tax rate
is to the current year’s total net tax capacity based rate.

[EFFECTIVE DATE.] This section is effective for all energy produced by wind energy
conversion systems after December 31, 2002.

Sec. 14. Minnesota Statutes 2001 Supplement, section 273.124, subdivision 11, is amended to
read:

Subd. 11. [LIMITATION ON HOMESTEAD REDUCTIONS TREATMENT.] (a) For taxes
payable in 2003 through 2005 only, if the assessor has classified a property as both homestead and
nonhomestead, the greater of:
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(1) the value attributable to the portion of the property used as a homestead; or

(2) the homestead value amount determined under paragraph (b), is entitled to assessment as a
homestead under section 273.13, subdivision 22 or 23.

(b) For taxes payable in 2003 only, the homestead value amount is $60,000. For taxes payable
in 2004 only, the homestead value amount is $45,000. For taxes payable in 2005 only, the
homestead value amount is $30,000.

(c) If the assessor has classified a property as both homestead and nonhomestead, the
reductions in tax provided under sections 273.135 and 273.1391 apply to the value of both the
homestead and the nonhomestead portions of the property.

Sec. 15. Minnesota Statutes 2000, section 273.125, subdivision 3, is amended to read:

Subd. 3. [TAX STATEMENTS; PENALTIES; COLLECTIONS.] Not later than July 15 in the
year of assessment the county treasurer shall mail to the taxpayer a statement of tax due on a
manufactured home. The taxes are due on the last day of August, or 20 days after the postmark
date on the envelope containing the property tax statement, whichever is later, except that if the
tax exceeds $50, one-half of the amount due may be paid on August 31, or 20 days after the
postmark date on the envelope containing the property tax statement, whichever is later, and the
remainder on November 15. Taxes remaining unpaid after the due date are delinquent, and a
penalty of eight percent must be assessed and collected as part of the unpaid taxes. The tax
statement must contain a sentence notifying the taxpayer that the title to the manufactured home
cannot be transferred unless the property taxes are paid.

[EFFECTIVE DATE.] This section is effective for tax statements issued in 2003 and
thereafter.

Sec. 16. Minnesota Statutes 2001 Supplement, 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 purposes is class 1a. In the case of a duplex
or triplex in which one of the units is used for homestead purposes, the entire property is deemed
to be used for homestead purposes. The market value of class 1a property must be determined
based upon the value of the house, garage, and land.

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

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

(1) any blind person, or the blind person and the blind person’s spouse; or

(2) any person, hereinafter referred to as "veteran," who:

(i) served in the active military or naval service of the United States; and

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

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

(3) any person who:
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(i) is permanently and totally disabled and

(ii) receives 90 percent or more of total household income, as defined in section 290A.03,
subdivision 5, from

(A) aid from any state as a result of that disability; or

(B) supplemental security income for the disabled; or

(C) workers’ compensation based on a finding of total and permanent disability; or

(D) social security disability, including the amount of a disability insurance benefit which is
converted to an old age insurance benefit and any subsequent cost of living increases; or

(E) aid under the federal Railroad Retirement Act of 1937, United States Code Annotated, title
45, section 228b(a)5; or

(F) a pension from any local government retirement fund located in the state of Minnesota as a
result of that disability; or

(G) pension, annuity, or other income paid as a result of that disability from a private pension
or disability plan, including employer, employee, union, and insurance plans and

(iii) has household income as defined in section 290A.03, subdivision 5, of $50,000 or less; or

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

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

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

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

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

(d) Class 1d property includes structures that meet all of the following criteria:
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(1) the structure is located on property that is classified as agricultural property under section
273.13, subdivision 23;

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

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

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

The market value of class 1d property has the same class rates as class 1a property under
paragraph (a).

[EFFECTIVE DATE.] This section is effective for taxes payable in 2003 and subsequent
years.

Sec. 17. Minnesota Statutes 2001 Supplement, section 273.13, subdivision 25, is amended to
read:

Subd. 25. [CLASS 4.] (a) Class 4a is residential real estate containing four or more units and
used or held for use by the owner or by the tenants or lessees of the owner as a residence for rental
periods of 30 days or more. 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 class rate of 1.8 percent for taxes payable in 2002, 1.5
percent for taxes payable in 2003, and 1.25 percent for taxes payable in 2004 and thereafter,
except that class 4a property consisting of a structure for which construction commenced after
June 30, 2001, has a class rate of 1.25 percent of market value for taxes payable in 2003 and
subsequent years.

(b) Class 4b includes:

(1) residential real estate containing less than four units that does not qualify as class 4bb, other
than seasonal residential, and recreational;

(2) manufactured homes not classified under any other provision;

(3) a dwelling, garage, and surrounding one acre of property on a nonhomestead farm classified
under subdivision 23, paragraph (b) containing two or three units;

(4) unimproved property that is classified residential as determined under subdivision 33.

The market value of class 4b property has a class rate of 1.5 percent for taxes payable in 2002,
and 1.25 percent for taxes payable in 2003 and thereafter.

(c) Class 4bb includes:

(1) nonhomestead residential real estate containing one unit, other than seasonal residential, and
recreational; and

(2) a single family dwelling, garage, and surrounding one acre of property on a nonhomestead
farm classified under subdivision 23, paragraph (b).

Class 4bb property has the same class rates as class 1a property under subdivision 22.

Property that has been classified as seasonal recreational residential 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.
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(d) Class 4c property includes:

(1) except as provided in subdivision 22, paragraph (c), real property devoted to temporary and
seasonal residential occupancy for recreation purposes, including real property devoted to
temporary and seasonal residential occupancy for recreation purposes and not devoted to
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. In order for a property to be classified as class 4c, seasonal recreational residential for
commercial purposes, at least 40 percent of the annual 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
rental of fish houses, boats and motors, snowmobiles, downhill or cross-country ski equipment, or
charges for marina services, launch services, and guide services, or the sale of bait and fishing
tackle. For purposes of this determination, a paid booking of five or more nights shall be counted
as two bookings. Class 4c also includes commercial use real property used exclusively for
recreational purposes in conjunction with class 4c property devoted to temporary and seasonal
residential occupancy for recreational purposes, up to a total of two acres, provided the property is
not devoted to commercial recreational use for more than 250 days in the year preceding the year
of assessment and is located within two miles of the class 4c property with which it is used. Class
4c property classified in this clause also includes the remainder of class 1c resorts provided that
the entire property including that portion of the property classified as class 1c also meets the
requirements for class 4c under this clause; otherwise the entire property is classified as class 3.
Owners of real property devoted to temporary and seasonal residential occupancy for recreation
purposes and all or a portion of which was devoted to commercial purposes for not more than 250
days in the year preceding the year of assessment desiring classification as class 1c or 4c, must
submit a declaration to the assessor designating the cabins or units occupied for 250 days or less in
the year preceding the year of assessment by January 15 of the assessment year. Those cabins or
units and a proportionate share of the land on which they are located will be designated class 1c or
4c as otherwise provided. The remainder of the cabins or units and a proportionate share of the
land on which they are located will be designated as class 3a. The owner of property desiring
designation as class 1c or 4c property must provide guest registers or other records demonstrating
that the units for which class 1c or 4c designation is sought were not occupied for more than 250
days in the year preceding the assessment if so requested. The portion of a property operated as a
(1) restaurant, (2) bar, (3) gift shop, and (4) other nonresidential facility operated on a commercial
basis not directly related to temporary and seasonal residential occupancy for recreation purposes
shall not qualify for class 1c or 4c;

(2) qualified property used as a golf course if:

(i) it is open to the public on a daily fee basis. It may charge membership fees or dues, but a
membership fee may not be required in order to use the property for golfing, and its green fees for
golfing must be comparable to green fees typically charged by municipal courses; and

(ii) it meets the requirements of section 273.112, subdivision 3, paragraph (d).

A structure used as a clubhouse, restaurant, or place of refreshment in conjunction with the golf
course is classified as class 3a property;

(3) real property up to a maximum of one acre of land owned by a nonprofit community service
oriented organization; provided that the property is not used for a revenue-producing activity for
more than six days in the calendar year preceding the year of assessment and the property is not
used for residential purposes on either a temporary or permanent basis. For purposes of this clause,
a "nonprofit community service oriented organization" means any corporation, society,
association, foundation, or institution organized and operated exclusively for charitable, religious,
fraternal, civic, or educational purposes, and which is exempt from federal income taxation
pursuant to section 501(c)(3), (10), or (19) of the Internal Revenue Code of 1986, as amended
through December 31, 1990. For purposes of this clause, "revenue-producing activities" shall
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include but not be limited to property or that portion of the property that is used as an on-sale
intoxicating liquor or 3.2 percent malt liquor establishment licensed under chapter 340A, a
restaurant open to the public, bowling alley, a retail store, gambling conducted by organizations
licensed under chapter 349, an insurance business, or office or other space leased or rented to a
lessee who conducts a for-profit enterprise on the premises. Any portion of the property which is
used for revenue-producing activities for more than six days in the calendar year preceding the
year of assessment shall be assessed as class 3a. The use of the property for social events open
exclusively to members and their guests for periods of less than 24 hours, when an admission is
not charged nor any revenues are received by the organization shall not be considered a
revenue-producing activity;

(4) post-secondary student housing of not more than one acre of land that is owned by a
nonprofit corporation organized under chapter 317A and is used exclusively by a student
cooperative, sorority, or fraternity for on-campus housing or housing located within two miles of
the border of a college campus;

(5) manufactured home parks as defined in section 327.14, subdivision 3;

(6) real property that is actively and exclusively devoted to indoor fitness, health, social,
recreational, and related uses, is owned and operated by a not-for-profit corporation, and is located
within the metropolitan area as defined in section 473.121, subdivision 2; and

(7) a leased or privately owned noncommercial aircraft storage hangar not exempt under
section 272.01, subdivision 2, and the land on which it is located, provided that:

(i) the land is on an airport owned or operated by a city, town, county, metropolitan airports
commission, or group thereof; and

(ii) the land lease, or any ordinance or 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 is located within 60 days of the
sale; and

(8) residential real estate, a portion of which is used by the owner for homestead purposes, and
that is also a place of lodging, if all of the following criteria are met:

(i) rooms are provided for rent to transient guests that generally stay for periods of 14 or fewer
days;

(ii) meals are provided to persons who rent rooms, the cost of which is incorporated in the basic
room rate;

(iii) meals are not provided to the general public except for special events on fewer than seven
days in the calendar year preceding the year of the assessment; and

(iv) the owner is the operator of the property.

The market value subject to the 4c classification under this clause is limited to five rental units.
Any rental units on the property in excess of five, must be valued and assessed as class 3a. The
portion of the property used for purposes of a homestead by the owner must be classified as class
1a property under subdivision 22.

Class 4c property has a class rate of 1.5 percent of market value, except that (i) each parcel of
seasonal residential recreational property not used for 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 residential recreational property has a
class rate of one percent for the first $500,000 of market value, which includes any market value
receiving the one percent rate under subdivision 22, and 1.25 percent for the remaining market
value, (iv) the market value of property described in clause (4) has a class rate of one percent, and
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(v) the market value of property described in clauses (2) and (6) has a class rate of 1.25 percent,
and (vi) that portion of the market value of property in clause (8) qualifying for class 4c property
has a class rate of 1.25 percent.

(e) Class 4d property is qualifying low-income rental housing certified to the assessor by the
housing finance agency under sections 273.126 and 462A.071. Class 4d includes land in
proportion to the total market value of the building that is qualifying low-income rental housing.
For all properties qualifying as class 4d, the market value determined by the assessor must be
based on the normal approach to value using normal unrestricted rents.

Class 4d property has a class rate of 0.9 percent for taxes payable in 2002, and one percent for
taxes payable in 2003 and 1.25 percent for taxes payable in 2004 and thereafter.

[EFFECTIVE DATE.] This section is effective for assessment year 2002 and thereafter, for
taxes payable in 2003 and thereafter.

Sec. 18. Minnesota Statutes 2001 Supplement, section 273.1384, subdivision 1, is amended to
read:

Subdivision 1. [RESIDENTIAL HOMESTEAD MARKET VALUE CREDIT.] Each county
auditor shall determine a homestead credit for each class 1a, 1b, 1c, and 2a homestead property
within the county equal to 0.4 percent of the market value of the property. The amount of
homestead credit for a homestead may not exceed $304 and is reduced by .09 percent of the
market value in excess of $76,000. 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 which is classified as part
homestead and part nonhomestead, the credit shall apply only to the homestead portion of the
property.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2003 and subsequent
years.

Sec. 19. Minnesota Statutes 2001 Supplement, section 273.1384, subdivision 2, is amended to
read:

Subd. 2. [AGRICULTURAL HOMESTEAD MARKET VALUE CREDIT.] Property
classified as class 2a agricultural homestead is eligible for an agricultural credit. The credit is
equal to 0.2 0.3 percent of the first $115,000 of the property’s market value. The credit under this
subdivision is limited to $230 $345 for each homestead. The credit is reduced by .05 percent of the
market value in excess of $115,000, subject to a maximum reduction of $115.

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

Sec. 20. Minnesota Statutes 2000, section 273.1398, subdivision 1a, is amended to read:

Subd. 1a. [TAX BASE DIFFERENTIAL.] (a) For aids payable in 2000 2003, the tax base
differential is:

(1) 0.45 percent of the assessment year 1998 taxable market value of class 2a agricultural
homestead property, excluding the house, garage, and surrounding one acre of land, between
$115,000 and $600,000 and over 320 acres, minus the value over $600,000 that is less than 320
acres 31 percent of the assessment year 2000 net tax capacity of public utility property reported by
the county on the 2000 abstract of assessment as public utility land and buildings valued up to
$150,000; plus

(2) 0.5 percent of the assessment year 1998 taxable market value of noncommercial seasonal
recreational residential property over $75,000 in value 34 percent of the assessment year 2000 net
tax capacity of public utility property reported by the county on the 2000 abstract of assessment as
public utility land and buildings valued over $150,000; plus

(3) for purposes of computing the fiscal disparity adjustment only, 0.2 percent of the
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assessment year 1998 taxable market value of class 3 commercial-industrial property over
$150,000 34 percent of the assessment year 2000 net tax capacity of public utility property
reported by the county on the 2000 abstract of assessment as public utility machinery, systems of
electric utilities-transmission, systems of electric utilities-distribution, and systems of gas utilities.

(b) For the purposes of the distribution of homestead and agricultural credit aid for aids payable
in 2000, the commissioner of revenue shall use the best information available as of June 30, 1999,
to make an estimate of the value described in paragraph (a), clause (1). The commissioner shall
adjust the distribution of homestead and agricultural credit aid for aids payable in 2001 and
subsequent years if new information regarding the value described in paragraph (a), clause (1),
becomes available after June 30, 1999 Notwithstanding the computation in paragraph (a), the tax
base differential shall be zero in all counties in which the sum of the net tax capacities of
properties described in paragraph (a) does not exceed 40 percent of the total assessment year 2000
net tax capacity of the county.

Sec. 21. Minnesota Statutes 2000, section 273.1398, subdivision 2, is amended to read:

Subd. 2. [HOMESTEAD AND AGRICULTURAL CREDIT AID.] (a) Homestead and
agricultural credit aid for each unique taxing jurisdiction equals the product of (1) the homestead
and agricultural credit aid base, and (2) the growth adjustment factor, plus the net tax capacity
adjustment and the fiscal disparity adjustment.

(b) For the purposes of determining the net tax capacity adjustment for aids payable in 2003,
the "current local tax rate" and the "previous net tax capacity" as defined under subdivision 1 shall
be determined using tax capacities and tax rates in effect for taxes payable in 2001.

Sec. 22. Minnesota Statutes 2001 Supplement, section 275.065, subdivision 3, is amended to
read:

Subd. 3. [NOTICE OF PROPOSED PROPERTY TAXES.] (a) The county auditor shall
prepare and the county treasurer shall deliver after November 10 and on or before November 24
each year, by first class mail to each taxpayer at the address listed on the county’s current year’s
assessment roll, a notice of proposed property taxes.

(b) The commissioner of revenue shall prescribe the form of the notice.

(c) The notice must inform taxpayers that it contains the amount of property taxes each taxing
authority proposes to collect for taxes payable the following year. In the case of a town, or in the
case of the state determined portion of the school district levy 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 regional library
districts established under section 134.201, and including the metropolitan taxing districts as
defined in paragraph (i), but excluding all other special taxing districts and towns, will hold a
public meeting to receive public testimony on the proposed budget and proposed or final property
tax levy, or, in case of a school district, on the current budget and proposed property tax levy. It
must clearly state the time and place of each taxing authority’s meeting, a telephone number for
the taxing authority that taxpayers may call if they have questions related to the notice, and an
address where comments will be received by mail.

(d) The notice must state for each parcel:

(1) the market value of the property as determined under section 273.11, and used for
computing property taxes payable in the following year and for taxes payable in the current year as
each appears in the records of the county assessor on November 1 of the current year; and, in the
case of residential property, whether the property is classified as homestead or nonhomestead. The
notice must clearly inform taxpayers of the years to which the market values apply and that the
values are final values;

(2) the items listed below, shown separately by county, city or town, and state determined
school general tax, net of the education residential and agricultural homestead credit under section
273.1382 273.1384, voter approved school levy, other local school levy, and the sum of the special
taxing districts, and as a total of all taxing authorities:
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(i) the actual tax for taxes payable in the current year;

(ii) the tax change due to spending factors, defined as the proposed tax minus the constant
spending tax amount;

(iii) the tax change due to other factors, defined as the constant spending tax amount minus the
actual current year tax; and

(iv) the proposed tax amount.

If the county levy under clause (2) includes an amount for a lake improvement district as
defined under sections 103B.501 to 103B.581, the amount attributable for that purpose must be
separately stated from the remaining county levy amount.

In the case of a town or the state determined school general tax, the final tax shall also be its
proposed tax unless the town changes its levy at a special town meeting under section 365.52. If a
school district has certified under section 126C.17, subdivision 9, that a referendum will be held in
the school district at the November general election, the county auditor must note next to the
school district’s proposed amount that a referendum is pending and that, if approved by the voters,
the tax amount may be higher than shown on the notice. In the case of the city of Minneapolis, the
levy for the Minneapolis library board and the levy for Minneapolis park and recreation shall be
listed separately from the remaining amount of the city’s levy. In the case of a parcel where tax
increment or the fiscal disparities areawide tax under chapter 276A or 473F applies, the proposed
tax levy on the captured value or the proposed tax levy on the tax capacity subject to the areawide
tax must each be stated separately and not included in the sum of the special taxing districts; and

(3) the increase or decrease between the total taxes payable in the current year and the total
proposed taxes, expressed as a percentage.

For purposes of this section, the amount of the tax on homesteads qualifying under the senior
citizens’ property tax deferral program under chapter 290B is the total amount of property tax
before subtraction of the deferred property tax amount.

(e) The notice must clearly state that the proposed or final taxes do not include the following:

(1) special assessments;

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

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

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

(5) the contamination tax imposed on properties which received market value reductions for
contamination.

(f) Except as provided in subdivision 7, failure of the county auditor to prepare or the county
treasurer to deliver the notice as required in this section does not invalidate the proposed or final
tax levy or the taxes payable pursuant to the tax levy.

(g) If the notice the taxpayer receives under this section lists the property as nonhomestead, and
satisfactory documentation is provided to the county assessor by the applicable deadline, and the
property qualifies for the homestead classification in that assessment year, the assessor shall
reclassify the property to homestead for taxes payable in the following year.

(h) In the case of class 4 residential property used as a residence for lease or rental periods of
30 days or more, the taxpayer must either:

(1) mail or deliver a copy of the notice of proposed property taxes to each tenant, renter, or
lessee; or
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(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
districts" means the following taxing districts in the seven-county metropolitan area that levy a
property tax for any of the specified purposes listed below:

(1) metropolitan council under section 473.132, 473.167, 473.249, 473.325, 473.446, 473.521,
473.547, or 473.834;

(2) metropolitan airports commission under section 473.667, 473.671, or 473.672; and

(3) metropolitan mosquito control commission under section 473.711.

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

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

[EFFECTIVE DATE.] This section is effective for notices of proposed property taxes
prepared in 2002, for taxes payable in 2003, and thereafter.

Sec. 23. Minnesota Statutes 2001 Supplement, 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. 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. The amount of the tax on homesteads qualifying under the senior citizens’ property tax
deferral program under chapter 290B is the total amount of property tax before subtraction of the
deferred property tax amount. The amount of the tax on contamination value imposed under
sections 270.91 to 270.98, if any, must also be separately stated. The dollar amounts, including the
dollar amount of any special assessments, may be rounded to the nearest even whole dollar. For
purposes of this section whole odd-numbered dollars may be adjusted to the next higher
even-numbered dollar. The amount of market value excluded under section 273.11, subdivision
16, if any, must also be listed on the tax statement.

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

(c) Real and personal property tax statements must contain the following information in the
order given in this paragraph. The information must contain the current year tax information in the
right column with the corresponding information for the previous year in a column on the left:
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(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 1a
and 16;

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

(4) a total of the following aids:

(i) education aids payable under chapters 122A, 123A, 123B, 124D, 125A, 126C, and 127A;

(ii) local government aids for cities, towns, and counties under chapter 477A;

(iii) disparity reduction aid under section 273.1398; and

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

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

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

(7) the net tax payable in the manner required in paragraph (a).

(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.

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

[EFFECTIVE DATE.] This section is effective for property tax statements prepared in 2003
and thereafter.

Sec. 24. Laws 1998, chapter 389, article 3, section 42, is amended to read:

Sec. 42. [TRANSFER OF PROPERTY; PAYMENT OF DEFERRED TAXES.]

Subdivision 1. [ADDITIONAL TAX.] The assessor shall make a separate determination of the
market value and net tax capacity of a property qualifying under section 38 as if sections 39 and
40 did not apply. The tax based upon the appropriate local tax rate applicable to such property in
the taxing district shall be recorded on the property assessment records.

Subd. 2. [RECAPTURE.] (a) Property or any portion thereof qualifying under section 38 is
subject to additional taxes if:

(1) ownership of the property is transferred to anyone other than the spouse or child of the
current owner, or;

(2) the current owner or the spouse or child of the current owner has not conveyed or entered
into a contract before July 1, 2002 2007, to convey the property to a nonprofit foundation or
corporation created to own and operate operating the property as an art park providing the services
included in section 38, clauses (2) to (5); or

(3) the nonprofit foundation or corporation to which the property was transferred ceases to
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provide the services included in section 38, clauses (2) to (5), earlier than ten years following the
effective date of the conveyance or of the execution of the contract to convey.

(b) The additional taxes are imposed at the earlier of (1) the year following transfer of
ownership to anyone other than the spouse or child of the current owner or a nonprofit foundation
or corporation created to own and operate operating the property as an art park, or (2) for taxes
payable in 2003 2008, or in the event the nonprofit foundation or corporation to which the
property was conveyed ceases to provide the required services within ten years after the
conveyance, for taxes payable in the year following the year when it ceased to do so. The
additional taxes are equal to the difference between the taxes determined under sections 39 and 40
and the amount determined under subdivision 1 for all years that the property qualified under
section 38. The additional taxes must be extended against the property on the tax list for the
current year; provided, however, that no interest or penalties may be levied on the additional taxes
if timely paid.

Subd. 3. [CURRENT OWNER.] For purposes of this section, "current owner" means the owner
of property qualifying under section 38 on the date of final enactment of this act or that owner’s
spouse or child.

Subd. 4. [NONPROFIT FOUNDATION OR CORPORATION.] For purposes of this act,
"nonprofit foundation or corporation" means a nonprofit entity created to own and operate as
defined under section 501(c)(3) of the Internal Revenue Code that is operating the property as an
art park providing the services included in section 38, clauses (2) to (5).

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

Sec. 25. [COOK COUNTY; EXPENDITURE OF ROAD AND BRIDGE LEVY.]

Notwithstanding Minnesota Statutes, section 163.06, subdivisions 4 and 5, the county board of
Cook county, by resolution, may expend the proceeds of the levy under Minnesota Statutes,
section 163.06, in any organized or unorganized township or portion thereof in the county.

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

Sec. 26. [REPEALER.]

Laws 2001, First Special Session chapter 5, article 3, section 88, is repealed effective July 1,
2002.

ARTICLE 5

EDUCATION LEVIES AND REVENUES

Section 1. Minnesota Statutes 2001 Supplement, section 124D.86, subdivision 3, is amended to
read:

Subd. 3. [INTEGRATION REVENUE.] Integration revenue equals the following amounts:

(1) for independent school district No. 709, Duluth, $207 times the adjusted pupil units for the
school year;

(2) for independent school district No. 625, St. Paul, and for special school district No. 1,
Minneapolis, $446 times the adjusted pupil units for the school year;

(3) for special school district No. 1, Minneapolis, the sum of $446 times the adjusted pupil units
for the school year and an additional $35 times the adjusted pupil units for the school year that is
provided entirely through a local levy;

(4) for a district not listed in clause (1) or, (2), or (3), that must implement a plan under
Minnesota Rules, parts 3535.0100 to 3535.0180, where the district’s enrollment of protected
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students, as defined under Minnesota Rules, part 3535.0110, exceeds 15 percent, the lesser of (i)
the actual cost of implementing the plan during the fiscal year minus the aid received under
subdivision 6, or (ii) $130 times the adjusted pupil units for the school year;

(4) (5) for a district not listed in clause (1), (2), or (3), or (4), that is required to implement a
plan according to the requirements of Minnesota Rules, parts 3535.0100 to 3535.0180, the lesser
of

(i) the actual cost of implementing the plan during the fiscal year minus the aid received under
subdivision 6, or

(ii) $93 times the adjusted pupil units for the school year.

Any money received by districts in clauses (1) to (3) (4) which exceeds the amount received in
fiscal year 2000 shall be subject to the budget requirements in subdivision 1a; and

(5) (6) for a member district of a multidistrict integration collaborative that files a plan with the
commissioner, but is not contiguous to a racially isolated district, integration revenue equals the
amount defined in clause (4) (5).

[EFFECTIVE DATE.] This section is effective the day following final enactment for revenue
for fiscal year 2003.

Sec. 2. Minnesota Statutes 2001 Supplement, section 126C.40, subdivision 1, is amended to
read:

Subdivision 1. [TO LEASE BUILDING OR LAND.] (a) When a an independent or a special
school district or a group of independent or special school districts finds it economically
advantageous to rent or lease a building or land for any instructional purposes or for school storage
or furniture repair, and it determines that the operating capital revenue authorized under section
126C.10, subdivision 13, is insufficient for this purpose, it may apply to the commissioner for
permission to make an additional capital expenditure levy for this purpose. An application for
permission to levy under this subdivision must contain financial justification for the proposed
levy, the terms and conditions of the proposed lease, and a description of the space to be leased
and its proposed use.

(b) The criteria for approval of applications to levy under this subdivision must include: the
reasonableness of the price, the appropriateness of the space to the proposed activity, the
feasibility of transporting pupils to the leased building or land, conformity of the lease to the laws
and rules of the state of Minnesota, and the appropriateness of the proposed lease to the space
needs and the financial condition of the district. The commissioner must not authorize a levy under
this subdivision in an amount greater than the cost to the district of renting or leasing a building or
land for approved purposes. The proceeds of this levy must not be used for custodial or other
maintenance services. A district may not levy under this subdivision for the purpose of leasing or
renting a district-owned building or site to itself.

(c) For agreements finalized after July 1, 1997, a district may not levy under this subdivision
for the purpose of leasing: (1) a newly constructed building used primarily for regular
kindergarten, elementary, or secondary instruction; or (2) a newly constructed building addition or
additions used primarily for regular kindergarten, elementary, or secondary instruction that
contains more than 20 percent of the square footage of the previously existing building.

(d) Notwithstanding paragraph (b), a district may levy under this subdivision for the purpose of
leasing or renting a district-owned building or site to itself only if the amount is needed by the
district to make payments required by a lease purchase agreement, installment purchase
agreement, or other deferred payments agreement authorized by law, and the levy meets the
requirements of paragraph (c). A levy authorized for a district by the commissioner under this
paragraph may be in the amount needed by the district to make payments required by a lease
purchase agreement, installment purchase agreement, or other deferred payments agreement
authorized by law, provided that any agreement include a provision giving the school districts the
right to terminate the agreement annually without penalty.
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(e) The total levy under this subdivision for a district for any year must not exceed $100 times
the resident pupil units for the fiscal year to which the levy is attributable.

(f) For agreements for which a review and comment have been submitted to the department of
children, families, and learning after April 1, 1998, the term "instructional purpose" as used in this
subdivision excludes expenditures on stadiums.

(g) The commissioner of children, families, and learning may authorize a school district to
exceed the limit in paragraph (e) if the school district petitions the commissioner for approval. The
commissioner shall grant approval to a school district to exceed the limit in paragraph (e) for not
more than five years if the district meets the following criteria:

(1) the school district has been experiencing pupil enrollment growth in the preceding five
years;

(2) the purpose of the increased levy is in the long-term public interest;

(3) the purpose of the increased levy promotes colocation of government services; and

(4) the purpose of the increased levy is in the long-term interest of the district by avoiding over
construction of school facilities.

(h) A school district that is a member of an intermediate school district may include in its
authority under this section the costs associated with leases of administrative and classroom space
for intermediate school district programs. This authority must not exceed $25 times the adjusted
marginal cost pupil units of the member districts. This authority is in addition to any other
authority authorized under this section.

(i) In addition to the allowable capital levies in paragraph (a), a district that is a member of the
"Technology and Information Education Systems" data processing joint board, that finds it
economically advantageous to enter into a lease purchase agreement for a building for a group of
school districts or special school districts for staff development purposes, may levy for its portion
of lease costs attributed to the district within the total levy limit in paragraph (e).

[EFFECTIVE DATE.] This section is effective for taxes payable in 2003.

Sec. 3. Minnesota Statutes 2001 Supplement, section 126C.43, subdivision 3, is amended to
read:

Subd. 3. [TAX LEVY FOR JUDGMENT.] A district may levy the amounts necessary to pay
judgments against the district under section 123B.25 that became final after the date the district
certified its proposed levy in the previous year. With the approval of the commissioner, a district
may spread this levy over a period not to exceed three years. Upon approval through the adoption
of a resolution by each of an intermediate district’s member school district boards, a member
school district may include its proportionate share of the costs of a judgment against an
intermediate school district that became final under section 123B.25 after the date that the earliest
member school district certified its proposed levy in the previous year. With the approval of the
commissioner, an intermediate school district member school district may spread this levy over a
period not to exceed three years.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2003.

Sec. 4. Minnesota Statutes 2000, section 126C.44, is amended to read:

126C.44 [CRIME-RELATED COSTS SAFE SCHOOLS LEVY.]

Each district may make a levy on all taxable property located within the district for the
purposes specified in this section. The maximum amount which may be levied for all costs under
this section shall be equal to $11 $30 multiplied by the district’s adjusted marginal cost pupil units
for the school year. The proceeds of the levy must be used for directly funding the following
purposes or for reimbursing the cities and counties who contract with the district for the following
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purposes: (1) to pay the costs incurred for the salaries, benefits, and transportation costs of peace
officers and sheriffs for liaison in services in the district’s schools; (2) to pay the costs for a drug
abuse prevention program as defined in section 609.101, subdivision 3, paragraph (e), in the
elementary schools; (3) to pay the costs for a gang resistance education training curriculum in the
district’s schools; (4) to pay the costs for security in the district’s schools and on school property;
or (5) to pay the costs for other crime prevention, drug abuse, student and staff safety, and
violence prevention measures taken by the school district. The district must initially attempt to
contract for services to be provided by peace officers or sheriffs with the police department of
each city or the sheriff’s department of the county within the district containing the school
receiving the services. If a local police department or a county sheriff’s department does not wish
to provide the necessary services, the district may contract for these services with any other police
or sheriff’s department located entirely or partially within the school district’s boundaries. The
levy authorized under this section is not included in determining the school district’s levy
limitations.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2003.

Sec. 5. Laws 2001, First Special Session chapter 6, article 1, section 53, is amended to read:

Sec. 53. [REFERENDUM CONVERSION ADJUSTMENT FOR INTEREST EARNED.]

(a) The commissioner of children, families, and learning shall calculate the change in estimated
net interest earnings for each district attributable to the repeal of the general education levy as
provided in this section.

(b) The interest calculations must assume an annual interest rate of five percent, and must be
based on the amount by which the district’s cumulative net general education levy receipts for
taxes payable in 2000, based on the assumptions specified in Minnesota Statutes, section 127A.45,
subdivision 8, exceeds the cumulative amount that would have been guaranteed for each payment
in fiscal year 2001, as defined in Minnesota Statutes, section 127A.45, subdivisions 2 and 3,
calculated using data as of the June 20, 2001, payment, and assuming that the repeal of the general
education levy was effective for fiscal year 2001. The commissioner shall divide the interest
revenue in fiscal year 2001 by the number of resident marginal cost pupil units in fiscal year 2001.
The interest calculations must assume an annual interest rate of five percent, and must be based on
the difference between (1) the district’s estimated aid payments and levy receipts for fiscal year
2003, based upon the payment schedule specified in Minnesota Statutes, section 127A.45, and (2)
the amount that the district’s estimated aid payments and levy receipts for fiscal year 2003 would
have been had the general education levy for fiscal year 2003 been set at the amount of the
district’s general education levy for taxes payable in 2001. For the purposes of this section, the
general education levy must not include the education homestead credit or the education
agricultural credit.

(c) The amount calculated in paragraph (a) may be converted to an additional referendum
allowance according to Minnesota Statutes, section 126C.17, subdivision 11. The amount
calculated in paragraph (b), less any interest conversion revenue calculated for the district under
Laws 2001, First Special Session chapter 6, article 1, section 53, is added to the district’s levy
limitation for taxes payable in 2003 through 2006.

(d) Any additional referendum allowance as a result of a conversion under paragraph (b) shall
be included in the referendum conversion allowance used to determine the referendum allowance
limit under Minnesota Statutes, section 126C.17, subdivision 2. If the state total levy under
paragraph (c) exceeds $3,000,000, the commissioner shall reduce the levy authority
proportionately for each eligible district such that the state total levy equals $3,000,000.

(e) The commissioner must calculate an adjustment for taxes payable in 2002 for each school
district as though this section were in effect for that tax year.

[EFFECTIVE DATE.] This section is effective for revenue for taxes payable in 2003 and
later.
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Sec. 6. Laws 2001, First Special Session chapter 6, article 4, section 25, is amended to read:

Sec. 25. [INTERACTIVE WEB-BASED AND INDEPENDENT STUDY PROGRAMS.]

Subdivision 1. [PUPIL REVENUE.] (a) General education revenue for an eligible pupil in an
approved interactive Web-based program offered by a school district or a charter school, or an
approved alternative program that has an independent study component offered by a charter
school, under the supervision of a teacher with a Minnesota license, must be paid for each hour of
completed coursework needed for grade progression, credit, or alignment with state graduation
standards. For purposes of this section, an eligible pupil is a public school pupil concurrently
enrolled in the district or charter school or concurrently enrolled in another district or charter
school and participating in the program by agreement with the district or charter school of
enrollment. The course of study must be approved by the commissioner of children, families, and
learning for alignment with the state graduation standards and compliance with Minnesota
Statutes, chapter 125A. An alternative program that has an independent study component must
also meet the requirements of Minnesota Statutes, section 126C.05, subdivision 15, paragraph (b),
clauses (i) and (iv). Average daily membership for a pupil shall equal the number of hours of
coursework completed divided by the number of hours required for a full-time student in the
district or charter school. Pupils enrolled in the program must not be counted as more than 1.0
pupil in average daily membership. A school district or charter school is not required to provide a
pupil enrolled in the program with access to a computer or to the Internet.

(b) Notwithstanding paragraph (a), pupils enrolled in a Web-based public alternative program
approved by the commissioner before June 1, 2001, are not required to be concurrently enrolled in
the district and may be counted as more than 1.0 pupil in average daily membership under
Minnesota Statutes, section 126C.05, subdivision 15.

(c) Notwithstanding paragraph (a), pupils enrolled in a charter school with a Web-based
program, approved by the commissioner before June 1, 2001, are not required to be concurrently
enrolled in the charter school.

(d) Notwithstanding paragraph (a), pupils enrolled in a charter school with an alternative
program that has an independent study component, approved by the commissioner for fiscal year
2001, may be counted as more than 1.0 pupil in average daily membership under Minnesota
Statutes, section 126C.05, subdivision 15, paragraph (b), clause (iii).

Subd. 2. [REIMBURSEMENT.] Notwithstanding Minnesota Statutes, section 126C.19,
subdivision 4, for fiscal year years 2002 and 2003 only, the commissioner shall establish a process
for providing additional revenue to school districts or charter schools for:

(1) an eligible pupil in an approved interactive Web-based program under subdivision 1,
paragraph (a), that may be counted as more than 1.0 pupil in average daily membership; or

(2) a nonpublic pupil in an approved interactive Web-based program in a public school under
subdivision 1, paragraph (a).

The commissioner may award additional general education revenue to school districts and charter
schools up to the amount appropriated for this section. The amount of additional revenue awarded
to a school district under this section shall be based on additional pupils in average daily
membership that are generated according to this subdivision with the prior approval from the
commissioner. The commissioner shall establish a process to prioritize the awards under this
subdivision based on the estimated number of students the school district or charter school expects
to serve under this section.

[EFFECTIVE DATE.] This section is effective for revenue for fiscal year 2003 only.

Sec. 7. Laws 2001, First Special Session chapter 6, article 4, section 27, subdivision 9, is
amended to read:

Subd. 9. [REIMBURSEMENT FOR WEB-BASED AND INDEPENDENT STUDY
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COURSES.] For grants to school districts and charter schools for additional pupils taking on-line
courses according to section 25:

$100,000 ..... 2002

This appropriation is available until June 30, 2003.

Sec. 8. [DISABLED ACCESS LEVY AUTHORITY; WESTBROOK-WALNUT GROVE.]

Notwithstanding the time limit in Minnesota Statutes, section 123B.58, subdivision 3,
independent school district No. 2898, Westbrook-Walnut Grove, may levy its remaining disabled
access levy authority over five or fewer years.

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

Sec. 9. [DISABLED ACCESS LEVY AUTHORITY; PINE CITY.]

Notwithstanding the time limits in Minnesota Statutes, section 123B.58, subdivision 3,
independent school district No. 578, Pine City, may levy its remaining disabled access levy
authority over five or fewer years.

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

ARTICLE 6

AIDS AND LEVIES

Section 1. Minnesota Statutes 2000, section 69.77, is amended by adding a subdivision to read:

Subd. 12. [APPLICATION OF OTHER LAWS TO CONTRIBUTION RATE.] In the absence
of any specific provision to the contrary, no general or special law previously enacted may be
construed as reducing the levy amount or rate of contribution to a police or firefighters relief
association to which subdivision 1a applies, by a municipality or member of the association, which
is required as a condition for the use of public funds or the levy of taxes for the support of the
association. Each association, the municipality in which it is organized, and the officers of each,
are authorized to do all things required by this section as a condition for the use of public funds or
the levy of taxes for the support of the association.

Sec. 2. [126C.445] [TREE GROWTH REPLACEMENT REVENUE.]

For taxes payable in 2003 and later, a school district may levy an amount not to exceed its
miscellaneous revenue for tree growth revenue for taxes payable in 2001.

[EFFECTIVE DATE.] This section is effective beginning with taxes levied in 2002, payable
in 2003.

Sec. 3. Minnesota Statutes 2000, section 273.1398, subdivision 3, is amended to read:

Subd. 3. [DISPARITY REDUCTION AID.] (a) For taxes payable in 1995, 2003 and
subsequent years, the amount of disparity aid certified for each taxing district within each unique
taxing jurisdiction for taxes payable in the prior year shall be multiplied by the ratio of (1) the
jurisdiction’s tax capacity using the class rates for taxes payable in the year for which aid is being
computed, to (2) its tax capacity using the class rates for taxes payable in the year prior to that for
which aid is being computed, both based upon market values for taxes payable in the year prior to
that for which aid is being computed. For the purposes of this aid determination, disparity
reduction aid certified for taxes payable in the prior year for a taxing entity other than a town or
school district is deemed to be county government disparity reduction aid. For taxes payable in
1992 and subsequent years, The amount of disparity aid certified to each taxing jurisdiction shall
be reduced by any reductions required in the current year or permanent reductions required in
previous years under section 477A.0132.

(b) For aid payable in 2003, in each unique taxing jurisdiction where the total tax rate for taxes
payable in 2002 exceeds 135 percent of taxable net tax capacity, an amount shall be permanently
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added to the unique taxing jurisdiction’s aid amount under paragraph (a) equal to the lesser of: (i)
the amount, if any, by which 87 percent of the aid certified for 2001 exceeds the amount certified
for 2002, or (ii) the amount that would be necessary to reduce the total payable 2002 tax rate for
the unique taxing jurisdiction to 135 percent of taxable net tax capacity. The amount determined
under this paragraph must be added before the class rate adjustment described in paragraph (a).

[EFFECTIVE DATE.] This section is effective for aids payable in 2003 and subsequent years.

Sec. 4. Minnesota Statutes 2001 Supplement, section 273.1398, subdivision 4d, is amended to
read:

Subd. 4d. [AID OFFSET FOR OUT-OF-HOME PLACEMENT COSTS.] For aid payable in
2003 2004, each county’s aid under subdivision 2 shall be permanently reduced by an amount
equal to the county’s 2003 2004 reimbursement for nonfederal expenditures for out-of-home
placements, as provided in section 245.775, provided that payments will be made under section
477A.0123 in calendar year 2003 2004. The counties shall provide all information requested by
the commissioner of human services necessary to allow the commissioner to certify the previous
three years’ average nonfederal costs to the commissioner of revenue by July 15, 2003 2004. The
aid reduction under this subdivision must be made prior to not exceed the difference between (1)
the amount of aid calculated for the county for calendar year 2004 under subdivision 2, including
any addition under section 477A.07, and (2) the amount of any aid reductions for the state
takeover of courts contained in Laws 2001, First Special Session chapter 5, article 5.

[EFFECTIVE DATE.] This section is effective for aids payable in 2004.

Sec. 5. Minnesota Statutes 2001 Supplement, section 275.70, subdivision 5, is amended to read:

Subd. 5. [SPECIAL LEVIES.] "Special levies" means those portions of ad valorem taxes levied
by a local governmental unit for the following purposes or in the following manner:

(1) to pay the costs of the principal and interest on bonded indebtedness or to reimburse for the
amount of liquor store revenues used to pay the principal and interest due on municipal liquor
store bonds in the year preceding the year for which the levy limit is calculated;

(2) to pay the costs of principal and interest on certificates of indebtedness issued for any
corporate purpose except for the following:

(i) tax anticipation or aid anticipation certificates of indebtedness;

(ii) certificates of indebtedness issued under sections 298.28 and 298.282;

(iii) certificates of indebtedness used to fund current expenses or to pay the costs of
extraordinary expenditures that result from a public emergency; or

(iv) certificates of indebtedness used to fund an insufficiency in tax receipts or an insufficiency
in other revenue sources;

(3) to provide for the bonded indebtedness portion of payments made to another political
subdivision of the state of Minnesota;

(4) to fund payments made to the Minnesota state armory building commission under section
193.145, subdivision 2, to retire the principal and interest on armory construction bonds;

(5) property taxes approved by voters which are levied against the referendum market value as
provided under section 275.61;

(6) to fund matching requirements needed to qualify for federal or state grants or programs to
the extent that either (i) the matching requirement exceeds the matching requirement in calendar
year 2001, or (ii) it is a new matching requirement that didn’t exist prior to 2002;

(7) to pay the expenses reasonably and necessarily incurred in preparing for or repairing the
effects of natural disaster including the occurrence or threat of widespread or severe damage,
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injury, or loss of life or property resulting from natural causes, in accordance with standards
formulated by the emergency services division of the state department of public safety, as allowed
by the commissioner of revenue under section 275.74, paragraph (b);

(8) pay amounts required to correct an error in the levy certified to the county auditor by a city
or county in a levy year, but only to the extent that when added to the preceding year’s levy it is
not in excess of an applicable statutory, special law or charter limitation, or the limitation imposed
on the governmental subdivision by sections 275.70 to 275.74 in the preceding levy year;

(9) to pay an abatement under section 469.1815;

(10) to pay any costs attributable to increases in the employer contribution rates under chapter
353 that are effective after June 30, 2001;

(11) to pay the operating or maintenance costs of a county jail as authorized in section 641.01
or 641.262, or of a correctional facility as defined in section 241.021, subdivision 1, paragraph (5),
to the extent that the county can demonstrate to the commissioner of revenue that the amount has
been included in the county budget as a direct result of a rule, minimum requirement, minimum
standard, or directive of the department of corrections, or to pay the operating or maintenance
costs of a regional jail as authorized in section 641.262. For purposes of this clause, a district court
order is not a rule, minimum requirement, minimum standard, or directive of the department of
corrections. If the county utilizes this special levy, any amount levied by the county in the
previous levy year for the purposes specified under this clause and included in the county’s
previous year’s levy limitation computed under section 275.71, shall be deducted from the levy
limit base under section 275.71, subdivision 2, when determining the county’s current year levy
limitation. The county shall provide the necessary information to the commissioner of revenue for
making this determination;

(12) to pay for operation of a lake improvement district, as authorized under section 103B.555.
If the county utilizes this special levy, any amount levied by the county in the previous levy year
for the purposes specified under this clause and included in the county’s previous year’s levy
limitation computed under section 275.71 shall be deducted from the levy limit base under section
275.71, subdivision 2, when determining the county’s current year levy limitation. The county
shall provide the necessary information to the commissioner of revenue for making this
determination;

(13) to repay a state or federal loan used to fund the direct or indirect required spending by the
local government due to a state or federal transportation project or other state or federal capital
project. This authority may only be used if the project is not a local government initiative;

(14) for counties only, to pay the costs reasonably expected to be incurred in 2002 related to the
redistricting of election districts and establishment of election precincts under sections 204B.135
and 204B.14, the notice required by section 204B.14, subdivision 4, and the reassignment of
voters in the statewide registration system, not to exceed $1 per capita, provided that the county
shall distribute a portion of the amount levied under this clause equal to 25 cents times the
population of the city to all cities in the county with a population of 30,000 or more; and

(15) to pay for court administration costs as required under section 273.1398, subdivision 4b,
less the county’s share of transferred fines and fees collected by the district courts in the county
for calendar year 2001; however, for taxes levied to pay for these costs in the year in which the
court financing is transferred to the state, the amount under this section is limited to one-third of
the aid reduction under section 273.1398, subdivision 4a; and

(16) to fund a police or firefighters relief association as required under section 69.77 to the
extent that the required amount exceeds the amount levied for this purpose in 2001.

[EFFECTIVE DATE.] This section is effective for taxes levied beginning in 2002.

Sec. 6. Minnesota Statutes 2001 Supplement, section 275.71, subdivision 2, is amended to read:

Subd. 2. [LEVY LIMIT BASE.] (a) The levy limit base for a local governmental unit for taxes
levied in 2001 is equal to the greater of:
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(1) the sum of its adjusted levy limit base for taxes levied in 1999 plus the amount it levied in
1999 under Minnesota Statutes 1999 Supplement, section 275.70, subdivision 5, clauses (8) and
(13), multiplied by:

(i) one plus the percentage growth in the implicit price deflator for the 12-month period ending
March 30, 2000;

(ii) one plus a percentage equal to the annual percentage increase in the estimated number of
households, if any, for the most recent 12-month period that was available on July 1, 2000; and

(iii) one plus a percentage equal to 50 percent of the percentage increase in the taxable market
value of the jurisdiction due to new construction of class 3 property, as defined in section 273.13,
subdivision 24, except for state-assessed utility and railroad operating property, for the most recent
year for which data was available as of July 1, 2000; or

(2) an amount equal to:

(i) the sum of the amount it levied in 2000 plus the amount of aids it was certified to receive in
calendar year 2001 under sections 273.1398, 298.282, 477A.011 to 477A.03, prior to any aid
reductions under section 273.1399, subdivision 5, 477A.06, and 477A.065; less

(ii) the amount it levied in 2000 that would qualify as special levies under section 275.70,
subdivision 6, for taxes levied in 2001. The local governmental unit shall provide the
commissioner of revenue with sufficient information to make this calculation.

(b) If the governmental unit was not subject to levy limits for taxes levied in 1999, its levy limit
base for taxes levied in 2001 is equal to the amount calculated under paragraph (a), clause (2).

(c) The levy limit base for a local governmental unit for taxes levied in 2002 is equal to its
adjusted levy limit base in the previous year, plus the amount of tree growth tax it received in
calendar year 2001 under sections 270.31 to 270.39, and plus, in the case of a city, the amount it
was certified to receive in calendar year 2001 under section 273.166, subject to any adjustments
under section 275.72.

[EFFECTIVE DATE.] This section is effective for taxes levied in 2002, payable in 2003.

Sec. 7. Minnesota Statutes 2001 Supplement, section 275.71, subdivision 3, is amended to read:

Subd. 3. [ADJUSTMENTS FOR STATE TAKEOVERS.] (a) The levy limit base for each local
unit of government shall be adjusted to reflect the assumption by the state of financing for certain
government functions as indicated in this subdivision.

(b) For a county in a judicial district for which financing has not been transferred to the state by
January 1, 2001, the levy limit base for 2001 is permanently reduced by the amount of the
county’s 2001 budget for court administration costs, as certified under section 273.1398,
subdivision 4b, paragraph (b), net of the county’s share of transferred fines and fees collected by
the district courts in the county for the same budget period.

(c) For a governmental unit which levied a tax in 2000 under section 473.388, subdivision 7,
the levy limit base for 2001 is permanently reduced by an amount equal to the sum of the
governmental unit’s taxes payable 2001 nondebt transit services levy plus the portion of its 2001
homestead and agricultural credit aid under section 273.1398, subdivision 2, attributable to
nondebt transit services.

(d) For counties in a judicial district in which the state assumed financing of mandated services
costs as defined in section 480.181, subdivision 4, on July 1, 2001, the levy limit base for taxes
levied in 2001 is permanently reduced by an amount equal to one-half of the aid reduction under
section 273.1398, subdivision 4a, paragraph (g).

[EFFECTIVE DATE.] This section is effective retroactively for taxes payable in 2002 and
2003.
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Sec. 8. Minnesota Statutes 2001 Supplement, section 275.71, subdivision 6, is amended to read:

Subd. 6. [LEVIES IN EXCESS OF LEVY LIMITS.] (a) If the levy made by a city or county
exceeds the levy limit provided in sections 275.70 to 275.74, except when the excess levy is due to
the rounding of the rate in accordance with section 275.28, the county auditor shall only extend the
amount of taxes permitted under sections 275.70 to 275.74, as provided for in section 275.16.

(b) For taxes levied in 2002, payable in 2003 only, if an error was made in calculating the levy
limit adjustment related to a special levy for jails authorized under section 275.70, subdivision 5,
clause (11), in the previous year, the following adjustments must be made:

(1) the county’s levy limit base for taxes levied in 2002 must be based on the corrected adjusted
levy limit base for taxes levied in 2001; and

(2) the county’s final levy limit for taxes levied in 2002, payable in 2003, must also be
temporarily reduced by an amount equal to the amount of county levy spread in the previous year
in excess of the total recalculated levy limit plus authorized special levies for taxes levied in 2001,
payable in 2002.

(c) The commissioner of revenue shall inform counties affected by paragraph (b) of the levy
error and levy adjustments required under this provision by June 15, 2002. The county may
provide additional information to the commissioner indicating why these adjustments may be in
error by July 15, 2002. The commissioner shall certify the final levy adjustment to the affected
counties by August 1, 2002. The levy reduction imposed under paragraph (b), clause (2), may be
spread over a period not to exceed three years, upon agreement between the county and the
commissioner.

[EFFECTIVE DATE.] This section is effective for taxes levied in 2002, payable in 2003 only.

Sec. 9. Minnesota Statutes 2001 Supplement, section 477A.011, subdivision 36, is amended to
read:

Subd. 36. [CITY AID BASE.] (a) Except as otherwise provided in paragraphs (b) to (o) this
subdivision, "city aid base" means, for each city, the sum of the local government aid and
equalization aid it was originally certified to receive in calendar year 1993 under Minnesota
Statutes 1992, section 477A.013, subdivisions 3 and 5, and the amount of disparity reduction aid it
received in calendar year 1993 under Minnesota Statutes 1992, section 273.1398, subdivision 3.

(b) For aids payable in 1996 and thereafter, a city that in 1992 or 1993 transferred an amount
from governmental funds to its sewer and water fund, which amount exceeded its net levy for
taxes payable in the year in which the transfer occurred, has a "city aid base" equal to the sum of
(i) its city aid base, as calculated under paragraph (a), and (ii) one-half of the difference between
its city aid distribution under section 477A.013, subdivision 9, for aids payable in 1995 and its city
aid base for aids payable in 1995.

(c) 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;

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

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

(d) 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;
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(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.

(e) 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.

(f) 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;

(ii) 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.

(g) Beginning in 2002 2004, the city aid base for a city is equal to the sum of its city aid base in
2001 2003 and the amount of additional aid it was certified to receive under section 477A.06 in
2001 2003. For 2002 2004 only, the maximum amount of total aid a city may receive under
section 477A.013, subdivision 9, paragraph (c), is also increased by the amount it was certified to
receive under section 477A.06 in 2001 2003.

(h) 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.

(i) 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
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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.

(j) The city aid base for a city is increased by $225,000 in calendar years 2000 to 2002 and the
maximum amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c),
is also increased by $225,000 in calendar year 2000 only, provided that:

(1) the city had a population of at least 5,000;

(2) its population had increased by at least 50 percent in the ten-year period ending in 1997;

(3) the city is located outside of the Minneapolis-St. Paul metropolitan statistical area as
defined by the United States Bureau of the Census; and

(4) the city received less than $30 per capita in aid under section 477A.013, subdivision 9, for
aids payable in 1999.

(k) 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.

(l) 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.

(m) 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;
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(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.

(n) 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.

(o) 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 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)(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.

(p) 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.

(q) The city aid base for a city is increased by $150,000 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 $150,000 in calendar year 2002 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.

(r) 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.

[EFFECTIVE DATE.] This section is effective for aid payable in 2002 and thereafter, except
that paragraph (r) is effective beginning with aid payable in 2003.
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Sec. 10. Minnesota Statutes 2001 Supplement, section 477A.0123, is amended to read:

477A.0123 [REIMBURSEMENT OF COUNTY FOR CERTAIN OUT-OF-HOME
PLACEMENT.]

Subdivision 1. [AID PAYMENTS.] (a) In calendar year 2003 2004 and thereafter, the
commissioner of revenue shall reimburse each county for a portion of the nonfederal share of the
cost of out-of-home placement provided the commissioner of human services, in consultation with
the commissioner of corrections, certifies to the commissioner of revenue that accurate data is
available to make the aid determination under this section. The amount of reimbursement is a
percent of the county’s average nonfederal share of the cost for out-of-home placement for the
most recent three calendar years for which data is available. The commissioner shall pay the aid
under the schedule used for local government aid payments under section 477A.015.

(b) For aids payable in calendar year 2003 2004, the percent of reimbursement in paragraph (a)
shall be equal to the maximum percentage possible, up to 30 percent, that does not cause the
payment to any county in the seven county metropolitan area to exceed the difference between (1)
the amount of aid it is scheduled to receive calculated for the county in calendar year 2003 2004
under section 273.1398, prior to the offset under section 273.1398, subdivision 4d, and any aid
offset under section 273.1398, subdivision 4a, that is scheduled to occur after July 1, 2003
subdivision 2, including any addition determined under section 477A.07, and (2) the amount of
any aid reductions for the state takeover of courts contained in Laws 2001, First Special Session
chapter 5, article 5. For aids payable in 2004 2005 and thereafter, the percent of reimbursement
under paragraph (a) shall be equal to the percent of reimbursement determined for calendar year
2003 2004, adjusted so that the total payments under this section do not exceed the appropriation
under section 477A.03, subdivision 2, paragraph (e).

(c) For purposes of this section, "out-of-home placement" means the placement of a child in a
child caring institution or shelter licensed under Minnesota Rules, parts 9545.0905 to 9545.1125,
in a group home licensed under Minnesota Rules, parts 9545.1400 to 9545.1480, in family foster
care or group family foster care licensed under Minnesota Rules, parts 9545.0010 to 9545.0260, or
a correctional facility pursuant to a court order under which a county social services agency or a
county correctional agency has been assigned responsibility for the placement.

Subd. 2. [DETERMINATION OF NONFEDERAL SHARE OF COSTS.] (a) By January 1,
2002, each county shall report the following information to the commissioners of human services
and corrections, the separate amounts paid out of its social service agency budget and its
corrections budget for out-of-home placement in calendar years 1998, 1999, and 2000, along with
the number of case days associated with the expenditures from each budget. By March 15, 2002,
the commissioner of human services, in consultation with the commissioner of corrections, shall
certify to the commissioner of revenue and to the legislative committees responsible for local
government aids and out-of-home placement funding, whether the data reported under this
subdivision accurately reflects total expenditures by counties for out-of-home placement costs.

(b) By January 1 of calendar year 2004 2003 and thereafter, each county shall report to the
commissioners of human services and corrections the separate amounts paid out of its social
service agency budget and its corrections budget for out-of-home placement in the calendar years
year two years before the current calendar year along with the number of case days associated
with the expenditures from each budget.

(c) Until either the commissioner of human services or corrections develops another
mechanism for collecting and verifying data on out-of-home placements, and the legislature
authorizes the use of that data, the data collected under this subdivision shall be used to calculate
payments under subdivision 1. The commissioner of human services shall certify the information
to the commissioner of revenue by July 1 of the year prior to the aid payment.

Sec. 11. Minnesota Statutes 2001 Supplement, section 477A.03, subdivision 2, is amended to
read:

Subd. 2. [ANNUAL APPROPRIATION.] (a) A sum sufficient to discharge the duties imposed
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by sections 477A.011 to 477A.014 is annually appropriated from the general fund to the
commissioner of revenue.

(b) Aid payments to counties under section 477A.0121 are limited to $20,265,000 in 1996. Aid
payments to counties under section 477A.0121 are limited to $27,571,625 in 1997. For aid payable
in 1998 and thereafter, the total aids paid under section 477A.0121 are the amounts certified to be
paid in the previous year, adjusted for inflation as provided under subdivision 3.

(c)(i) For aids payable in 1998 and thereafter, the total aids paid to counties under section
477A.0122 are the amounts certified to be paid in the previous year, adjusted for inflation as
provided under subdivision 3.

(ii) Aid payments to counties under section 477A.0122 in 2000 are further increased by an
additional $20,000,000 in 2000.

(d) Aid payments to cities in 2002 under section 477A.013, subdivision 9, are limited to the
amounts certified to be paid in the previous year, adjusted for inflation as provided in subdivision
3, and increased by $140,000,000. For aids payable in 2003, 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 3. For aids payable in 2004, 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 3, and increased by the amount certified to be paid in
2003 under section 477A.06. For aids payable in 2005 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 3. The additional amount authorized under subdivision
4 is not included when calculating the appropriation limits under this paragraph.

(e) Reimbursements made to counties under section 477A.0123 in calendar year 2004 2005 and
thereafter are limited to an amount equal to the maximum allowed appropriation under this section
in the previous year, multiplied by a percent to be established by law. If no percent is established
by law, the appropriation is limited to the total amount appropriated for this purpose in the
previous year.

[EFFECTIVE DATE.] This section is effective beginning with aids payable in 2004.

Sec. 12. Minnesota Statutes 2001 Supplement, section 477A.07, subdivision 2, is amended to
read:

Subd. 2. [COUNTY AID.] Each county’s aid amount for 2003 determined under subdivision 1
must be permanently added to the county’s 2003 homestead and agricultural credit aid base
determined under section 273.1398 for aid payable, subdivision 2, and paid in 2003 as part of the
county’s homestead and agricultural credit aid. It then becomes a permanent part of the county’s
homestead and agricultural credit aid base for aid payable in 2004. Each county’s aid amount for
2004 determined under subdivision 1 must be permanently added to the county’s 2004 homestead
and agricultural credit aid base for aid payable determined under section 273.1398, subdivision 2,
and paid in 2004 as part of the county’s homestead and agricultural credit aid. It then becomes a
permanent part of the county’s homestead and agricultural credit aid base for aid payable in 2005.

[EFFECTIVE DATE.] This section is effective beginning with aids payable in 2003.

ARTICLE 7

ECONOMIC DEVELOPMENT

Section 1. Minnesota Statutes 2000, section 272.0212, subdivision 4, is amended to read:

Subd. 4. [DEFINITIONS.] (a) For purposes of this section, the following terms have the
meanings given.

(b) "Qualified property" means class 3 and class 1, 3, 4, and 5 property as defined in section
273.13 that is located in a zone and is newly constructed after the zone was designated, including
the land that contains the improvements.
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(c) "Zone" means a border city development zone designated under the provisions of section
469.1731.

[EFFECTIVE DATE.] This section is effective beginning for assessment year 2003.

Sec. 2. Minnesota Statutes 2001 Supplement, section 469.1734, subdivision 6, is amended to
read:

Subd. 6. [SALES TAX EXEMPTION; EQUIPMENT; CONSTRUCTION MATERIALS.] (a)
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 a trade 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 sale of construction materials are exempt, if they are used to
construct:

(1) a facility for use in a trade or business located in a city that is authorized to designate a zone
under section 469.1731, regardless of whether the facility is located in a zone; or

(2) housing that is located in a zone.

The exemptions under this paragraph apply regardless of whether the purchase is made by the
owner, the user, or a contractor.

(c) 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 subdivisions 4 and 5, and section
469.1732, subdivision 2.

(d) The tax 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 eligibility 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 is annually 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 at the rate
in section 270.76 from the date the refund claim is filed with the commissioner.

[EFFECTIVE DATE.] This section is effective for sales made after June 30, 2002.

Sec. 3. Minnesota Statutes 2001 Supplement, section 469.1763, subdivision 6, is amended to
read:

Subd. 6. [POOLING PERMITTED FOR DEFICITS.] (a) This subdivision applies only to
districts for which the request for certification was made before August 1, 2001, and without
regard to whether the request for certification was made prior to August 1, 1979.

(b) The municipality for the district may transfer available increments from another tax
increment financing district located in the municipality, if the transfer is necessary to eliminate a
deficit in the district to which the increments are transferred. A deficit in the district for purposes
of this subdivision means the lesser of the following two amounts:

6775WEDNESDAY, MAY 15, 2002112TH DAY]



(1)(i) the amount due during the calendar year to pay preexisting obligations of the district;
minus

(ii) the total increments to be collected from properties located within the district that are
available for the calendar year; plus

(iii) total increments from properties located in other districts in the municipality that are
available to be used to meet the district’s obligations under this section, excluding this subdivision,
or other provisions of law (but excluding a special tax under section 469.1791 and the grant
program under Laws 1997, chapter 231, article 1, section 19, or Laws 2001, First Special Session
chapter 5); or

(2) the reduction in increments collected from properties located in the district for the calendar
year as a result of the changes in class rates in Laws 1997, chapter 231, article 1; Laws 1998,
chapter 389, article 2; and Laws 1999, chapter 243, and Laws 2001, First Special Session chapter
5, or the elimination of the general education tax levy under Laws 2001, First Special Session
chapter 5.

(c) A preexisting obligation means:

(1) bonds issued and sold before August 1, 2001, or bonds issued pursuant to a binding contract
requiring the issuance of bonds entered into before July 1, 2001, and bonds issued to refund such
bonds or to reimburse expenditures made in conjunction with a signed contractual agreement
entered into before August 1, 2001, to the extent that the bonds are secured by a pledge of
increments from the tax increment financing district; and

(2) binding contracts entered into before August 1, 2001, to the extent that the contracts require
payments secured by a pledge of increments from the tax increment financing district.

(d) The municipality may require a development authority, other than a seaway port authority,
to transfer available increments for any of its tax increment financing districts in the municipality
to make up an insufficiency in another district in the municipality, regardless of whether the
district was established by the development authority or another development authority. This
authority applies notwithstanding any law to the contrary, but applies only to a development
authority that:

(1) was established by the municipality; or

(2) the governing body of which is appointed, in whole or part, by the municipality or an officer
of the municipality or which consists, in whole or part, of members of the governing body of the
municipality. The municipality may use this authority only after it has first used all available
increments of the receiving development authority to eliminate the insufficiency and exercised any
permitted action under section 469.1792, subdivision 3, for preexisting districts of the receiving
development authority to eliminate the insufficiency.

(e) The authority under this subdivision to spend tax increments outside of the area of the
district from which the tax increments were collected:

(1) may only be exercised after obtaining approval of the use of the increments, in writing, by
the commissioner of revenue;

(2) is an exception to the restrictions under section 469.176, subdivision 4i, and the other
provisions of this section, and the percentage restrictions under subdivision 2 must be calculated
after deducting increments spent under this subdivision from the total increments for the district;
and

(3) applies notwithstanding the provisions of the Tax Increment Financing Act in effect for
districts for which the request for certification was made before June 30, 1982, or any other law to
the contrary.

(f) If a preexisting obligation requires the development authority to pay an amount that is
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limited to the increment from the district or a specific development within the district and if the
obligation requires paying a higher amount to the extent that increments are available, the
municipality may determine that the amount due under the preexisting obligation equals the higher
amount and may authorize the transfer of increments under this subdivision to pay up to the higher
amount. The existence of a guarantee of obligations by the individual or entity that would receive
the payment under this paragraph is disregarded in the determination of eligibility to pool under
this subdivision. The authority to transfer increments under this paragraph may only be used to the
extent that the payment of all other preexisting obligations in the municipality due during the
calendar year have been satisfied.

[EFFECTIVE DATE.] This section is effective for increments payable in 2002 and thereafter.

Sec. 4. Minnesota Statutes 2001 Supplement, section 469.1792, subdivision 1, is amended to
read:

Subdivision 1. [SCOPE.] This section applies only to an authority with a preexisting district for
which:

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

(ii) (2)(i) the development authority has a binding contract with a person requiring the authority
to pay to the person an amount that may not exceed the increment from the district or a specific
development within the district and as a result of the reduction in increment because of the class
rate changes or the elimination of the state-determined general education property tax levy under
this act, or both,; and

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

(2) the municipality exercised its full authority to pool under section 469.1763, subdivision 6,
and the transfer of increments did not eliminate the insufficiency under clause (1), item (i), or the
inability to pay the full amount under clause (1), item (ii).

[EFFECTIVE DATE.] This section is effective for actions taken and resolutions approved
after June 30, 2002.

Sec. 5. Minnesota Statutes 2000, section 469.1813, is amended by adding a subdivision to read:

Subd. 6b. [EXTENDED DURATION LIMIT.] (a) Notwithstanding the provisions of
subdivision 6, a political subdivision may grant an abatement for a period of up to 20 years, if the
abatement is for a qualified business.

(b) To be a qualified business for purposes of this subdivision, at least 50 percent of the payroll
of the operations of the business that qualify for the abatement must be for employees engaged in
one of the following lines of business or any combination of them:

(1) manufacturing;

(2) agricultural processing;

(3) mining;

(4) research and development;

(5) warehousing; or

(6) qualified high technology.
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(c)(1) "Manufacturing" means the material staging and production of tangible personal property
by procedures commonly regarded as manufacturing, processing, fabrication, or assembling which
changes some existing material into new shapes, new qualities, or new combinations.

(2) "Mining" has the meaning given in section 613(c) of the Internal Revenue Code of 1986.

(3) "Agricultural processing" means transforming, packaging, sorting, or grading livestock or
livestock products, agricultural commodities, or plants or plant products into goods that are used
for intermediate or final consumption including goods for nonfood use.

(4) "Research and development" means qualified research as defined in section 41(d) of the
Internal Revenue Code of 1986.

(5) "Qualified high technology" means one or more of the following activities:

(i) advanced computing, which is any technology used in the design and development of any of
the following:

(A) computer hardware and software;

(B) data communications; and

(C) information technologies;

(ii) advanced materials, which are materials with engineered properties created through the
development of specialized process and synthesis technology;

(iii) biotechnology, which is any technology that uses living organisms, cells, macromolecules,
microorganisms, or substances from living organisms to make or modify a product, improve plants
or animals, or develop microorganisms for useful purposes;

(iv) electronic device technology, which is any technology that involves microelectronics,
semiconductors, electronic equipment, and instrumentation, radio frequency, microwave, and
millimeter electronics, and optical and optic-electrical devices, or data and digital communications
and imaging devices;

(v) engineering or laboratory testing related to the development of a product;

(vi) technology that assists in the assessment or prevention of threats or damage to human
health or the environment, including, but not limited to, environmental cleanup technology,
pollution prevention technology, or development of alternative energy sources;

(vii) medical device technology, which is any technology that involves medical equipment or
products other than a pharmaceutical product that has therapeutic or diagnostic value and is
regulated; or

(viii) advanced vehicles technology which is any technology that involves electric vehicles,
hybrid vehicles, or alternative fuel vehicles, or components used in the construction of electric
vehicles, hybrid vehicles, or alternative fuel vehicles. An electric vehicle is a road vehicle that
draws propulsion energy only from an on-board source of electrical energy. A hybrid vehicle is a
road vehicle that can draw propulsion energy from both a consumable fuel and a rechargeable
energy storage system.

(d) The authority to grant new abatements under this subdivision expires on July 1, 2004.

Sec. 6. 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, is amended
to read:

Subdivision 1. [CREATION OF PROJECTS.] (a) An authority may create a housing
replacement project under sections 44 to 47, as provided in this section.
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(b) For the cities of Crystal, Fridley, Richfield, and Columbia Heights, the authority may
designate up to 50 parcels in 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 Minneapolis, St. Paul, and
Duluth, each authority may designate up to 100 not more than 200 parcels in the city to be
included in a housing replacement district over the life of the district. The only parcels that may be
included in a district are (1) vacant sites, (2) parcels containing vacant houses, or (3) parcels
containing houses that are structurally substandard, as defined in Minnesota Statutes, section
469.174, subdivision 10.

(c) The city in which the authority is located must pay at least 25 percent of the housing
replacement project costs from its general fund, a property tax levy, or other unrestricted money,
not including tax increments.

(d) The housing replacement district plan must have as its sole object the acquisition of parcels
for the purpose of preparing the site to be sold for market rate housing. As used in this section,
"market rate housing" means housing that has a market value that does not exceed 150 percent of
the average market value of single-family housing in that municipality.

Sec. 7. [CITY OF ALBERT LEA; TAX INCREMENT FINANCING DISTRICT.]

Subdivision 1. [AUTHORIZATION.] The governing body of the city of Albert Lea may create
a redevelopment tax increment financing district as provided in this section. The city or its port
authority may be the "authority" for the purposes of Minnesota Statutes, sections 469.174 to
469.179.

Subd. 2. [DEFINITIONS.] (a) For the purposes of this section, the terms defined in this
subdivision have the meanings given them.

(b) "Redevelopment parcel" means the property in the city of Albert Lea bounded by Main
Street, Garfield Avenue, Front Street, the Union Pacific railway line, and Albert Lea lake.

(c) "Reconstruction parcel" means the property in the city of Albert Lea described as lot 1,
block 5, Habben First Addition.

Subd. 3. [SPECIAL RULES.] (a) The district established under this section is subject to the
provisions of Minnesota Statutes, sections 469.174 to 469.179, except as provided in this
subdivision.

(b) The district may consist of the redevelopment parcel and the reconstruction parcel.

(c) Minnesota Statutes, section 469.174, subdivision 10, paragraph (f), does not apply to the
district, and if the city finds that the redevelopment parcel meets the criteria described in
Minnesota Statutes, section 469.174, subdivision 10, paragraph (a), clause (1), then both the
redevelopment parcel and the reconstruction parcel and the district as a whole are considered to
meet those criteria.

(d) Expenditures for activities, as defined in Minnesota Statutes, section 469.1763, subdivision
1, paragraph (b), anywhere within the district are considered costs of correcting conditions that
allow designation of redevelopment districts within the meaning of Minnesota Statutes, section
469.176, subdivision 4j.

(e) For the purposes of Minnesota Statutes, section 469.1763, subdivision 3, expenditures on
the redevelopment parcel are considered to have been expended on an activity within the district if
a qualifying action occurs within ten years after certification of the district.

[EFFECTIVE DATE.] This section is effective upon local approval in compliance with the
requirements of Minnesota Statutes, section 645.021.

Sec. 8. [RUSHFORD TAX INCREMENT FINANCING EXTENSION.]
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The governing body of the city of Rushford may elect to extend the duration of its downtown
redevelopment tax increment financing district by up to two additional years.

[EFFECTIVE DATE.] This section is effective upon compliance with the requirements of
Minnesota Statutes, sections 469.1782, subdivision 2; and 645.021.

Sec. 9. [CITY OF MINNEAPOLIS TAX INCREMENT DISTRICT; DURATION
EXTENSION.]

(a) Upon approval of the city council of the city of Minneapolis, the Minneapolis community
development agency may, notwithstanding Minnesota Statutes, section 469.176, subdivision 1b,
extend the duration of the east Hennepin and University tax increment district for a period of up to
seven years, or until all amounts payable to the developers and to the agency to reimburse the
agency’s provision of $1,100,000 of city of Minneapolis HOME funds to assist low-income
housing are repaid, whichever is shorter.

(b) The amount of additional increment which may be paid to the district as a result of this
section may not exceed:

(1) the increment that would have been collected if the class rate changes and elimination of the
state-determined general education property tax levy had not been made under Laws 2001, First
Special Session chapter 5, for the term of the district under general law and if the provisions of
section 4 did not apply, less

(2) the actual increments collected for the term of the district under general law.

(c) Notwithstanding any law to the contrary, effective upon approval of this section, no
increments may be spent on activities located outside of the area of the district, other than to pay
administrative expenses.

(d) This section is effective upon compliance with the requirements of Minnesota Statutes,
sections 469.1782, subdivision 2, and 645.021.

Sec. 10. [CITY OF MINNEAPOLIS TAX INCREMENT DISTRICT; DURATION
EXTENSION.]

(a) Upon approval of the city council of the city of Minneapolis, the Minneapolis community
development agency may, with respect to the southeast Minneapolis industrial area redevelopment
area phase 4 tax increment financing district, notwithstanding Minnesota Statutes, section
469.176, subdivision 1b, extend the duration of the district for a period of up to six years.

(b) The amount of additional increment which may be paid to the district as a result of this
section may not exceed:

(1) the increment that would have been collected if the class rate changes and elimination of the
state-determined general education property tax levy had not been made under Laws 2001, First
Special Session chapter 5, for the term of the district under general law and if the provisions of
section 4 did not apply, less

(2) the actual increments collected for the term of the district under general law.

(c) Notwithstanding any law to the contrary, effective upon approval of this section, no
increments may be spent on activities located outside of the area of the district, other than to pay
administrative expenses.

(d) Upon payment in full of the Minneapolis community development agency amended and
restated tax increment revenue note, in the original face amount of $1,000,000, issued December
4, 1997, the district terminates and the authority granted under this section terminates.

(e) This section is effective upon compliance with the requirements of Minnesota Statutes,
sections 469.1782, subdivision 2, and 645.021.
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Sec. 11. [GRANT TO WASHBURN-CROSBY PROJECT.]

Notwithstanding the requirements of Minnesota Statutes, section 469.1794, the commissioner
of revenue shall pay a one-time grant of $2,600,000 to the Minneapolis community development
agency for the Washburn-Crosby Mill City Museum project of the historical society as described
in Laws 2001, First Special Session chapter 5, article 15, section 39. The grant must be disbursed
on July 1, 2002. $2,600,000 is appropriated from the general fund to the commissioner of revenue
to make the grant under this section.

Sec. 12. [DAKOTA COUNTY TAX INCREMENT DISTRICT EXTENSION.]

(a) The governing body of Dakota county may elect to extend the duration of its C.D.A. South
Robert Street redevelopment tax increment financing district number 4 by up to five additional
years.

(b) The amount of additional increment which may be paid to the district as a result of this
section may not exceed:

(1) the increment that would have been collected if the class rate changes and elimination of the
state-determined general education property tax levy had not been made under Laws 2001, First
Special Session chapter 5, for the term of the district under general law and if the provisions of
section 4 did not apply, less

(2) the actual increments collected for the term of the district under general law.

[EFFECTIVE DATE.] This section is effective upon compliance with Minnesota Statutes,
sections 469.1782, subdivision 2, and 645.021.

Sec. 13. [REPEALER.]

Minnesota Statutes 2001 Supplement, section 469.176, subdivision 1h, is repealed.

[EFFECTIVE DATE.] This section is effective retroactive to July 1, 2001, and any early
decertification of a tax increment financing district made after July 1, 2001, is ratified.

ARTICLE 8

MINERALS TAXES

Section 1. Minnesota Statutes 2001 Supplement, section 126C.21, subdivision 4, is amended to
read:

Subd. 4. [TACONITE DEDUCTIONS.] (1) Notwithstanding any provisions of any other law to
the contrary, the adjusted net tax capacity used in calculating general education aid may include
only that property that is currently taxable in the district.

(2) For districts that received payments under sections 298.018; 298.225; 298.28; 298.34 to
298.39; 298.391 to 298.396; and 298.405, or any law imposing a tax upon severed mineral values;
or recognized revenue under section 477A.15; the general education aid must be reduced in the
final adjustment payment by the difference between the dollar amount of the payments received
pursuant to those sections, or revenue recognized under section 477A.15 in the fiscal year to
which the final adjustment is attributable and the amount that was calculated, pursuant to section
126C.48, subdivision 8, as a reduction of the levy attributable to the fiscal year to which the final
adjustment is attributable. If the final adjustment of a district’s general education aid for a fiscal
year is a negative amount because of this clause, the next fiscal year’s general education aid to that
district must be reduced by this negative amount in the following manner: there must be withheld
from each scheduled general education aid payment due the district in such fiscal year, 15 percent
of the total negative amount, until the total negative amount has been withheld. The amount
reduced from general education aid pursuant to this clause must be recognized as revenue in the
fiscal year to which the final adjustment payment is attributable.

Sec. 2. Minnesota Statutes 2001 Supplement, section 126C.48, subdivision 8, is amended to
read:
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Subd. 8. [TACONITE PAYMENT AND OTHER REDUCTIONS.] (1) Reductions in levies
pursuant to sections 126C.48, subdivision 1, and 273.138, must be made prior to the reductions in
clause (2).

(2) Notwithstanding any other law to the contrary, districts which received payments pursuant
to sections 298.018; 298.225; 298.28, except an amount distributed under section 298.28,
subdivision 4, paragraph (c), clause (ii); 298.34 to 298.39; 298.391 to 298.396; 298.405; and any
law imposing a tax upon severed mineral values; or recognized revenue under section 477A.15
must not include a portion of these aids in their permissible levies pursuant to those sections, but
instead must reduce the permissible levies authorized by this chapter and chapters 120B, 122A,
123A, 123B, 124A, 124D, 125A, and 127A by the greater of the following:

(a) an amount equal to 50 percent of the total dollar amount of the payments received pursuant
to those sections or revenue recognized under section 477A.15 in the previous fiscal year; or

(b) an amount equal to the total dollar amount of the payments received pursuant to those
sections or revenue recognized under section 477A.15 in the previous fiscal year less the product
of the same dollar amount of payments or revenue times five percent.

For levy year 2002 only, 77 percent of the amounts distributed under section 298.225 and
298.28, and 100 percent of the amounts distributed under sections 298.018; 298.34 to 298.39;
298.391 to 298.396; 298.405; and any law imposing a tax upon severed mineral values, or
recognized revenue under section 477A.15, shall be used for purposes of the calculations under
this paragraph. For levy year 2003 only, the levy reductions under this subdivision must be
calculated as if section 298.28, subdivision 4, paragraph (f), did not apply for the 2003
distribution.

(3) The amount of any increased levy authorized by referendum pursuant to section 126C.17,
subdivision 9, voter approved referendum, facilities down payment, and debt levies shall not be
reduced pursuant to by more than 50 percent under this subdivision. The amount of any levy
authorized by section 126C.43, to make payments for bonds issued and for interest thereon, shall
not be reduced pursuant to this subdivision. In administering this paragraph, the commissioner
shall first reduce the nonvoter approved levies of a district; then, if any payments, severed mineral
value tax revenue or recognized revenue under paragraph (2) remains, the commissioner shall
reduce any voter approved referendum levies authorized under section 126C.17; then, if any
payments, severed mineral value tax revenue or recognized revenue under paragraph (2) remains,
the commissioner shall reduce any voter approved facilities down payment levies authorized under
section 123B.63 and then, if any payments, severed mineral value tax revenue or recognized
revenue under paragraph (2) remains, the commissioner shall reduce any voter approved debt
levies.

(4) Before computing the reduction pursuant to this subdivision of the health and safety levy
authorized by sections 123B.57 and 126C.40, subdivision 5, the commissioner shall ascertain from
each affected school district the amount it proposes to levy under each section or subdivision. The
reduction shall be computed on the basis of the amount so ascertained.

(5) Notwithstanding any law to the contrary, any amounts received by districts in any fiscal
year pursuant to sections 298.018; 298.34 to 298.39; 298.391 to 298.396; 298.405; or any law
imposing a tax on severed mineral values; and not deducted from general education aid pursuant
to section 126C.21, subdivision 4, clause (2), and not applied to reduce levies pursuant to this
subdivision shall be paid by the district to the St. Louis county auditor in the following amount by
March 15 of each year, the amount required to be subtracted from the previous fiscal year’s
general education aid pursuant to section 126C.21, subdivision 4, which is in excess of the general
education aid earned for that fiscal year. The county auditor shall deposit any amounts received
pursuant to this clause in the St. Louis county treasury for purposes of paying the taconite
homestead credit as provided in section 273.135. To the extent the levy reduction calculated under
paragraph (2) exceeds the limitation in paragraph (3), an amount equal to the excess must be
distributed from the school district’s distribution under sections 298.225, 298.28, and 477A.15 in
the following year to the cities and townships within the school district in the proportion that their
taxable net tax capacity within the school district bears to the taxable net tax capacity of the school
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district for property taxes payable in the year prior to distribution. No city or township shall
receive a distribution greater than its levy for taxes payable in the year prior to distribution. The
commissioner of revenue shall certify the distributions of cities and towns under this paragraph to
the county auditor by September 30 of the year preceding distribution. The county auditor shall
reduce the proposed and final levies of cities and towns receiving distributions by the amount of
their distribution. Distributions to the cities and towns shall be made at the times provided under
section 298.27.

Sec. 3. Minnesota Statutes 2001 Supplement, section 298.01, subdivision 3b, is amended to
read:

Subd. 3b. [DEDUCTIONS.] (a) For purposes of determining taxable income under subdivision
3, the deductions from gross income include only those expenses necessary to convert raw ores to
marketable quality. Such expenses include costs associated with refinement but do not include
expenses such as transportation, stockpiling, marketing, or marine insurance that are incurred after
marketable ores are produced, unless the expenses are included in gross income.

(b) The provisions of section 290.01, subdivisions 19c, clauses (6) and (10) (9), and 19d,
clauses (7) and (11), are not used to determine taxable income.

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

Sec. 4. Minnesota Statutes 2001 Supplement, section 298.01, subdivision 4c, is amended to
read:

Subd. 4c. [SPECIAL DEDUCTIONS; NET OPERATING LOSS.] (a) For purposes of
determining taxable income under subdivision 4, the following modifications are allowed:

(1) the provisions of section 290.01, subdivisions 19c, clauses (6) and (10) (9), and 19d, clauses
(7) and (11), are not used to determine taxable income; and.

(2) for assets placed in service before January 1, 1990, the deduction for depreciation will be
the same amount allowed under chapter 290, except that after an asset has been fully depreciated
for federal income tax purposes any remaining depreciable basis is allowed as a deduction using
the straight-line method over the following number of years:

(i) three-year property, one year;

(ii) five- and seven-year property, two years;

(iii) ten-year property, five years; and

(iv) all other property, seven years.

No deduction is allowed if an asset is fully depreciated for occupation tax purposes before
January 1990.

(b) For purposes of determining the deduction allowed under paragraph (a), clause (2), the
remaining depreciable basis of property placed in service before January 1, 1990, is calculated as
follows:

(1) the adjusted basis of the property on December 31, 1989, which was used to calculate the
hypothetical corporate franchise tax under Minnesota Statutes 1988, section 298.40, including
salvage value; less

(2) deductions for depreciation allowed under section 290.01, subdivision 19e.

(c) The basis for determining gain or loss on sale or disposition of assets placed in service
before January 1, 1990, is the basis determined under paragraph (b), less the deductions allowed
under paragraph (a), clause (2).

(d) (b) The amount of net operating loss incurred in a taxable year beginning before January 1,
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1990, that may be carried over to a taxable year beginning after December 31, 1989, is the amount
of net operating loss carryover determined in the calculation of the hypothetical corporate
franchise tax under Minnesota Statutes 1988, sections 298.40 and 298.402.

[EFFECTIVE DATE.] This section is effective for taxes payable May 1, 2002, and thereafter.

Sec. 5. Minnesota Statutes 2001 Supplement, section 298.225, subdivision 1, is amended to
read:

Subdivision 1. (a) The distribution of the taconite production tax as provided in section 298.28,
subdivisions 3 to 5, 6, paragraph (b), 7, and 8, shall equal the lesser of the following amounts:

(1) the amount distributed pursuant to this section and section 298.28, with respect to 1983
production if the production for the year prior to the distribution year is no less than 42,000,000
taxable tons. If the production is less than 42,000,000 taxable tons, the amount of the distributions
shall be reduced proportionately at the rate of two percent for each 1,000,000 tons, or part of
1,000,000 tons by which the production is less than 42,000,000 tons; or

(2)(i) for the distributions made pursuant to section 298.28, subdivisions 4, paragraphs (b) and
(c), and 6, paragraph (c), 40.5 31.2 percent of the amount distributed pursuant to this section and
section 298.28, with respect to 1983 production;

(ii) for the distributions made pursuant to section 298.28, subdivision 5, paragraphs (b) and (d),
75 percent of the amount distributed pursuant to this section and section 298.28, with respect to
1983 production.

(b) The distribution of the taconite production tax as provided in section 298.28, subdivision 2,
shall equal the following amount:

(1) if the production for the year prior to the distribution year is at least 42,000,000 taxable
tons, the amount distributed pursuant to this section and section 298.28 with respect to 1999
production; or

(2) if the production for the year prior to the distribution year is less than 42,000,000 taxable
tons, the amount distributed pursuant to this section and section 298.28 with respect to 1999
production, reduced proportionately at the rate of two percent for each 1,000,000 tons or part of
1,000,000 tons by which the production is less than 42,000,000 tons.

Sec. 6. Minnesota Statutes 2000, section 298.27, is amended to read:

298.27 [COLLECTION AND PAYMENT OF TAX.]

The taxes provided by section 298.24 shall be paid directly to each eligible county and the iron
range resources and rehabilitation board. The commissioner of revenue shall notify each producer
of the amount to be paid each recipient prior to February 15. Every person subject to taxes
imposed by section 298.24 shall file a correct report covering the preceding year. The report must
contain the information required by the commissioner. The report shall be filed by each producer
on or before February 1. A remittance equal to 50 percent of the total tax required to be paid
hereunder in 2003 and 100 percent of the total tax required to be paid hereunder in 2004 and
thereafter shall be paid on or before February 24. A remittance equal to the remaining total tax
required to be paid hereunder in 2003 shall be paid on or before August 24. On or before February
25, and in 2003, August 25, the county auditor shall make distribution of the payment payments
previously received by the county in the manner provided by section 298.28. Reports shall be
made and hearings held upon the determination of the tax in accordance with procedures
established by the commissioner of revenue. The commissioner of revenue shall have authority to
make reasonable rules as to the form and manner of filing reports necessary for the determination
of the tax hereunder, and by such rules may require the production of such information as may be
reasonably necessary or convenient for the determination and apportionment of the tax. All the
provisions of the occupation tax law with reference to the assessment and determination of the
occupation tax, including all provisions for appeals from or review of the orders of the
commissioner of revenue relative thereto, but not including provisions for refunds, are applicable
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to the taxes imposed by section 298.24 except in so far as inconsistent herewith. If any person
subject to section 298.24 shall fail to make the report provided for in this section at the time and in
the manner herein provided, the commissioner of revenue shall in such case, upon information
possessed or obtained, ascertain the kind and amount of ore mined or produced and thereon find
and determine the amount of the tax due from such person. There shall be added to the amount of
tax due a penalty for failure to report on or before February 1, which penalty shall equal ten
percent of the tax imposed and be treated as a part thereof.

If any person responsible for making a tax payment at the time and in the manner herein
provided fails to do so, there shall be imposed a penalty equal to ten percent of the amount so due,
which penalty shall be treated as part of the tax due.

In the case of any underpayment of the tax payment required herein, there may be added and be
treated as part of the tax due a penalty equal to ten percent of the amount so underpaid.

A person having a liability of $120,000 or more during a calendar year must remit all liabilities
by means of a funds transfer as defined in section 336.4A-104, paragraph (a). The funds transfer
payment date, as defined in section 336.4A-401, must be on or before the date the tax is due. If the
date the tax is due is not a funds transfer business day, as defined in section 336.4A-105,
paragraph (a), clause (4), the payment date must be on or before the funds transfer business day
next following the date the tax is due.

[EFFECTIVE DATE.] Except as otherwise provided, this section is effective for years
beginning after December 31, 2001.

Sec. 7. Minnesota Statutes 2001 Supplement, section 298.28, subdivision 4, is amended to read:

Subd. 4. [SCHOOL DISTRICTS.] (a) 22.28 17.15 cents per taxable ton plus the 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) 4.46 3.43 cents per taxable ton must be distributed to the school districts in 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.

(c)(i) 17.82 13.72 cents per taxable ton, less any amount distributed under paragraph (e), shall
be distributed to a group of school districts comprised of those school districts in which the
taconite was mined or quarried or the concentrate produced or in which there is a qualifying
municipality as defined by section 273.134, paragraph (b), in direct proportion to school district
indexes as follows: for each school district, its pupil units determined under section 126C.05 for
the prior school year shall be multiplied by the ratio of the average adjusted net tax capacity per
pupil unit for school districts receiving aid under this clause as calculated pursuant to chapters
122A, 126C, and 127A for the school year ending prior to distribution to the adjusted net tax
capacity per pupil unit of the district. Each district shall receive that portion of the distribution
which its index bears to the sum of the indices for all school districts that receive the distributions.

(ii) 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 equal to the difference;
the amount necessary to make this payment shall be derived from proportionate reductions in the
initial distribution to other school districts under clause (i).

(d) Any school district described in paragraph (c) where a levy increase pursuant to section
126C.17, subdivision 9, was authorized by referendum for taxes payable in 2001, shall receive a
distribution from a fund that receives a distribution in 1998 of 21.3 cents per ton. On July 15 of
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1999, and each year thereafter, the increase over the amount established for the prior year shall be
determined according to the increase in the implicit price deflator as provided in section 298.24,
subdivision 1. Each district shall receive $175 times the pupil units identified in section 126C.05,
subdivision 1, enrolled in the second previous year or the 1983-1984 school year, whichever is
greater, less the product of 1.8 percent times the district’s taxable net tax capacity in the second
previous year.

If the total amount provided by paragraph (d) is insufficient to make the payments herein
required then the entitlement of $175 per pupil unit shall be reduced uniformly so as not to exceed
the funds available. Any amounts received by a qualifying school district in any fiscal year
pursuant to paragraph (d) shall not be applied to reduce general education aid which the district
receives 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 northeast Minnesota economic protection trust fund as provided in
subdivision 11.

Each district receiving money according to this paragraph shall reserve $25 times the number
of pupil units in the district. It may use the money for early childhood programs or for
outcome-based learning programs that enhance the academic quality of the district’s curriculum.
The outcome-based learning programs must be approved by the commissioner of children,
families, and learning.

(e) There shall be distributed to any school district the amount which the school district was
entitled to receive under section 298.32 in 1975.

(f) Effective with for the distribution in 2003 and thereafter only, five percent of the
distributions to school districts under paragraphs (b), (c), and (e); subdivision 6, paragraph (c);
subdivision 11; and section 477A.15 298.225, shall be distributed to the general fund. The
remainder less any portion distributed to cities and towns under section 126C.48, subdivision 8,
paragraph (5), shall be distributed to the cities and townships within each school district in the
proportion that their taxable net tax capacity within the school district bears to the taxable net tax
capacity of the school district for property taxes payable in the year prior to distribution. No city or
township shall receive a distribution greater than its levy for taxes payable in the year prior to
distribution northeast Minnesota economic protection trust fund created in section 298.292. Fifty
percent of the amount distributed to the northeast Minnesota 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.

Sec. 8. Minnesota Statutes 2000, section 298.28, subdivision 5, is amended to read:

Subd. 5. [COUNTIES.] (a) 16.5 26.05 cents per taxable ton is allocated to counties to be
distributed, based upon certification by the commissioner of revenue, under paragraphs (b) to (d).

(b) 13 20.525 cents per taxable ton shall be distributed to the county in which the taconite is
mined or quarried or in which the concentrate is produced, less any amount which is to be
distributed pursuant to paragraph (c). The apportionment formula prescribed in subdivision 2 is
the basis for the distribution.

(c) If an electric power plant owned by and providing the primary source of power for a
taxpayer mining and concentrating taconite is located in a county other than the county in which
the mining and the concentrating processes are conducted, one cent per taxable ton of the tax
distributed to the counties pursuant to paragraph (b) and imposed on and collected from such
taxpayer shall be paid to the county in which the power plant is located.

(d) 3.5 5.525 cents per taxable ton shall be paid to the county from which the taconite was
mined, quarried or concentrated to be deposited in the county road and bridge fund. If the mining,
quarrying and concentrating, or separate steps in any of those processes are carried on in more
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than one county, the commissioner shall follow the apportionment formula prescribed in
subdivision 2.

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

Sec. 9. Minnesota Statutes 2001 Supplement, section 298.28, subdivision 6, is amended to read:

Subd. 6. [PROPERTY TAX RELIEF.] (a) In 2002 and thereafter, 35.9 33.9 cents per taxable
ton, less any amount required to be distributed under paragraphs (b) and (c), and less any amount
required to be deducted under paragraph (d), must be allocated to St. Louis county acting as the
counties’ fiscal agent, to be distributed as provided in sections 273.134 to 273.136.

(b) If an electric power plant owned by and providing the primary source of power for a
taxpayer mining and concentrating taconite is located in a county other than the county in which
the mining and the concentrating processes are conducted, .1875 cent per taxable ton of the tax
imposed and collected from such taxpayer shall be paid to the county.

(c) If an electric power plant owned by and providing the primary source of power for a
taxpayer mining and concentrating taconite is located in a school district other than a school
district in which the mining and concentrating processes are conducted, .7282 .4541 cent per
taxable ton of the tax imposed and collected from the taxpayer shall be paid to the school district.

(d) Two cents per taxable ton must be deducted from the amount allocated to the St. Louis
county auditor under paragraph (a).

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

Sec. 10. Minnesota Statutes 2001 Supplement, section 298.28, subdivision 9a, is amended to
read:

Subd. 9a. [TACONITE ECONOMIC DEVELOPMENT FUND.] (a) 30.1 cents per ton for
distributions in 2002 and thereafter must be paid to the taconite economic development fund. No
distribution shall be made under this paragraph in 2004 or any subsequent year in which total
industry production falls below 30 million tons. Distribution shall only be made to a taconite
producer’s fund under section 298.227 if the producer timely pays its tax under section 298.24 by
the dates provided under section 298.27, or pursuant to the due dates provided by an
administrative agreement with the commissioner.

(b) An amount equal to 50 percent of the tax under section 298.24 for concentrate sold in the
form of pellet chips and fines not exceeding 5/16 inch in size and not including crushed pellets
shall be paid to the taconite economic development fund. The amount paid shall not exceed
$700,000 annually for all companies. If the initial amount to be paid to the fund exceeds this
amount, each company’s payment shall be prorated so the total does not exceed $700,000.

Sec. 11. Minnesota Statutes 2000, section 298.28, subdivision 9b, is amended to read:

Subd. 9b. [TACONITE ENVIRONMENTAL FUND.] Five cents per ton for distributions in
1999, 2000, 2001, and 2002, and 2003 must be paid to the taconite environmental fund for use
under section 298.2961. No distribution may be made under this paragraph in any year in which
total industry production falls below 30,000,000 tons.

Sec. 12. Minnesota Statutes 2001 Supplement, section 298.28, subdivision 10, is amended to
read:

Subd. 10. [INCREASE.] Beginning with distributions in 2000, the amount determined under
subdivision 9 shall be increased in the same proportion as the increase in the implicit price deflator
as provided in section 298.24, subdivision 1. Beginning with distributions in 2003, the amount
determined under subdivision 6, paragraph (a), shall be increased in the same proportion as the
increase in the implicit price deflator as provided in section 298.24, subdivision 1.

The distributions per ton determined under subdivisions 5, paragraphs (b) and (d), and 6,
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paragraph (b), for distribution in 1988 and subsequent years shall be the distribution per ton
determined for distribution in 1987. The distribution per ton under subdivision 6, paragraph (c),
for distribution in 2000 and subsequent years shall be 81 percent of the distribution per ton
determined for distribution in 1987.

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

Sec. 13. Minnesota Statutes 2000, section 298.28, subdivision 11, is amended to read:

Subd. 11. [REMAINDER.] (a) The proceeds of the tax imposed by section 298.24 which
remain after the distributions and payments in subdivisions 2 to 10a, as certified by the
commissioner of revenue, and paragraphs (b), (c), and (d), and (e) have been made, together with
interest earned on all money distributed under this section prior to distribution, shall be divided
between the taconite environmental protection fund created in section 298.223 and the northeast
Minnesota economic protection trust fund created in section 298.292 as follows: Two-thirds to the
taconite environmental protection fund and one-third to the northeast Minnesota economic
protection trust fund. The proceeds shall be placed in the respective special accounts.

(b) There shall be distributed to each city, town, and county the amount that it received under
section 294.26 in calendar year 1977; provided, however, that the amount distributed in 1981 to
the unorganized territory number 2 of Lake county and the town of Beaver Bay based on the
between-terminal trackage of Erie Mining Company will be distributed in 1982 and subsequent
years to the unorganized territory number 2 of Lake county and the towns of Beaver Bay and
Stony River based on the miles of track of Erie Mining Company in each taxing district.

(c) There shall be distributed to the iron range resources and rehabilitation board the amounts it
received in 1977 under section 298.22. The amount distributed under this paragraph shall be
expended within or for the benefit of the tax relief area defined in section 273.134.

(d) There shall be distributed to each school district 81 62 percent of the amount that it received
under section 294.26 in calendar year 1977.

(e) In 2003 only, $100,000 must be distributed to a township located in a taconite tax relief area
as defined in section 273.134, paragraph (a), that received $119,259 of homestead and agricultural
credit aid and $182,014 in local government aid in 2001.

Sec. 14. Minnesota Statutes 2000, section 298.291, is amended to read:

298.291 [CITATION.]

Sections 298.291 to 298.294 shall be known as the "Northeast Minnesota Douglas J. Johnson
Economic Protection Trust Fund Act.

Sec. 15. Minnesota Statutes 2001 Supplement, section 298.296, subdivision 2, is amended to
read:

Subd. 2. [EXPENDITURE OF FUNDS.] (a) Before January 1, 2003 2028, funds may be
expended on projects and for administration of the trust fund only from the net interest, earnings,
and dividends arising from the investment of the trust at any time, including net interest, earnings,
and dividends that have arisen prior to July 13, 1982, plus $10,000,000 made available for use in
fiscal year 1983, except that any amount required to be paid out of the trust fund to provide the
property tax relief specified in Laws 1977, chapter 423, article X, section 4, and to make school
bond payments and payments to recipients of taconite production tax proceeds pursuant to section
298.225, may be taken from the corpus of the trust.

(b) Additionally, upon recommendation by the board, up to $13,000,000 from the corpus of the
trust may be made available for use as provided in subdivision 4, and up to $10,000,000 from the
corpus of the trust may be made available for use as provided in section 298.2961.

(c) On and after January 1, 2003, Funds may be expended on projects and for administration
from any assets of the trust. Additionally, an amount equal to 20 percent of the value of the corpus

6788 JOURNAL OF THE SENATE [112TH DAY



of the trust on the date of enactment of this act, not including the funds authorized in paragraph
(b), plus the amounts made available under sections 7 and 17, may be expended on projects. Funds
may be expended for projects under this paragraph only if the project:

(1) is for the purposes established under section 298.292, subdivision 1, clause (1) or (2); and

(2) is approved by the board upon an affirmative vote of at least ten of its members.

No money made available under this paragraph or paragraph (d) can be used for administrative or
operating expenses of the iron range resources and rehabilitation board or expenses relating to any
facilities owned or operated by the board on the effective date of this act.

(d) Upon recommendation by a unanimous vote of all members of the board, amounts in
addition to those authorized under paragraphs (a), (b), and (c) may be expended on projects
described in section 298.292, subdivision 1.

(e) Annual administrative costs, not including detailed engineering expenses for the projects,
shall not exceed five percent of the net interest, dividends, and earnings arising from the trust in
the preceding fiscal year.

(f) Principal and interest received in repayment of loans made pursuant to this section, and
earnings on other investments made under section 298.292, subdivision 2, clause (4), shall be
deposited in the state treasury and credited to the trust. These receipts are appropriated to the
board for the purposes of sections 298.291 to 298.298.

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

Sec. 16. Minnesota Statutes 2000, section 477A.15, is amended to read:

477A.15 [TACONITE AID REIMBURSEMENT.]

Any school district in which is located property which had been entitled to a reduction of tax
pursuant to Minnesota Statutes 1978, section 273.135, subdivision 2, clause (c), shall receive in
1981 and subsequent years an amount equal to the amount it received in 1980 pursuant to
Minnesota Statutes 1978, section 298.28, subdivision 1, clause (3)(b). Payments shall be made
pursuant to this section and section 126C.48, subdivision 8, paragraph (5), by the commissioner of
revenue to the taxing jurisdictions on the date in each calendar year when the first installment is
paid under section 477A.015.

[EFFECTIVE DATE.] This section is effective for payments in 2003 and subsequent years.

Sec. 17. [ADDITIONAL DISTRIBUTION.]

The difference between the distribution to school districts under Minnesota Statutes, sections
298.225 and 298.28, as amended by this act, and the amount the districts would have received
under Minnesota Statutes 2000, sections 298.225 and 298.28 for distributions in 2004 only, shall
be added to the sums available for expenditure under Minnesota Statutes, section 298.293, as
governed by Minnesota Statutes, section 298.296.

Sec. 18. [INSTRUCTION TO THE REVISOR.]

In the next edition of Minnesota Statutes, the revisor of statutes shall change the phrase
"Northeast Minnesota Economic Protection Trust Fund Act" to "Douglas J. Johnson Economic
Protection Trust Fund Act" wherever it appears in Minnesota Statutes.

ARTICLE 9

DEPARTMENT OF REVENUE POLICY PROVISIONS

Section 1. Minnesota Statutes 2000, section 270.063, subdivision 4, is amended to read:

Subd. 4. [FEDERAL TAX REFUND OFFSET FEES; TIME LIMIT FOR SUBMITTING
CLAIMS FOR OFFSET.] For fees charged by the department of the treasury of the United States
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for the offset of federal tax refunds that are deducted from the refund amounts remitted to the
commissioner, the unpaid debts of the taxpayers whose refunds are being offset to satisfy the debts
are reduced only by the actual amount of the refund payments received by the commissioner.
Notwithstanding any other provision of law to the contrary, a claim for the offset of a federal tax
refund must be submitted to the department of the treasury of the United States within ten years
after the date of the assessment of the tax owed by the taxpayer whose refund is to be offset to
satisfy the debt.

[EFFECTIVE DATE.] This section is effective for claims for offset that were submitted
before and are pending on the date of final enactment, and for claims submitted on or after the day
following final enactment.

Sec. 2. Minnesota Statutes 2001 Supplement, section 270.691, subdivision 8, is amended to
read:

Subd. 8. [EXPIRATION DATE.] The program authorized under this section terminates on June
30, 2002 2003.

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

Sec. 3. Minnesota Statutes 2000, section 273.125, subdivision 4, is amended to read:

Subd. 4. [PETITIONS OF GRIEVANCE.] A person who claims that the person’s
manufactured home has been unfairly or unequally assessed, or that the property has been assessed
at a valuation greater than its real or actual value, or that the tax levied against it is illegal, in
whole or in part, or has been paid, or that the property is exempt from the tax so levied, may have
the validity of the claim, defense, or objection determined in court. The determination must be
made by the district court of the county in which the tax is levied or by the tax court. A person can
request the determination by filing a petition for it in the office of the court administrator of the
district court on or before September October 1 of the year in which the tax becomes payable. A
petition for determination under this section may be transferred by the district court to the tax
court.

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

Sec. 4. Minnesota Statutes 2000, section 278.01, subdivision 1, is amended to read:

Subdivision 1. [DETERMINATION OF VALIDITY.] (a) Any person having personal
property, or any estate, right, title, or interest in or lien upon any parcel of land, who claims that
such property has been partially, unfairly, or unequally assessed in comparison with other property
in the (1) city, or (2) county, or (3) in the case of a county containing a city of the first class, the
portion of the county excluding the first class city, or that the parcel has been assessed at a
valuation greater than its real or actual value, or that the tax levied against the same is illegal, in
whole or in part, or has been paid, or that the property is exempt from the tax so levied, may have
the validity of the claim, defense, or objection determined by the district court of the county in
which the tax is levied or by the tax court by serving one copy of a petition for such determination
upon the county auditor, one copy on the county attorney, one copy on the county treasurer, and
three copies on the county assessor. The county assessor shall immediately forward one copy of
the petition to the appropriate governmental authority in a home rule charter or statutory city or
town in which the property is located if that city or town employs its own certified assessor. A
copy of the petition shall also be forwarded by the assessor to the school board of the school
district in which the property is located.

(b) In counties where the office of county treasurer has been combined with the office of
county auditor, the county may elect to require the petitioner to serve the number of copies as
determined by the county. The county assessor shall immediately forward one copy of the petition
to the appropriate governmental authority in a home rule charter or statutory city or town in which
the property is located if that city or town employs its own certified assessor. A list of petitioned
properties, including the name of the petitioner, the identification number of the property, and the
estimated market value, shall be sent on or before the first day of July by the county
auditor/treasurer to the school board of the school district in which the property is located.
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(c) For all counties, the petitioner must file the copies with proof of service, in the office of the
court administrator of the district court on or before March 31 April 30 of the year in which the tax
becomes payable. A petition for determination under this section may be transferred by the district
court to the tax court. An appeal may also be taken to the tax court under chapter 271 at any time
following receipt of the valuation notice required by section 273.121 but prior to April May 1 of
the year in which the taxes are payable.

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

Sec. 5. Minnesota Statutes 2000, section 279.01, subdivision 3, is amended to read:

Subd. 3. [AGRICULTURAL PROPERTY.] In the case of class 1b agricultural homestead,
class 2a agricultural homestead property, and class 2b(3) agricultural nonhomestead property, no
penalties shall attach to the second one-half property tax payment as provided in this section if
paid by November 15. Thereafter for class 1b agricultural homestead and class 2a homestead
property, on November 16 following, a penalty of six percent shall accrue and be charged on all
such unpaid taxes and on December 1 following, an additional two percent shall be charged on all
such unpaid taxes. Thereafter for class 2b(3) agricultural nonhomestead property, on November 16
following, a penalty of eight percent shall accrue and be charged on all such unpaid taxes and on
December 1 following, an additional four percent shall be charged on all such unpaid taxes.

If the owner of class 1b agricultural homestead, class 2a, or class 2b(3) agricultural property
receives a consolidated property tax statement that shows only an aggregate of the taxes and
special assessments due on that property and on other property not classified as class 1b
agricultural homestead, class 2a, or class 2b(3) agricultural property, the aggregate tax and special
assessments shown due on the property by the consolidated statement will be due on November 15
provided that at least 50 percent of the property’s market value is classified class 1b agricultural,
class 2a, or class 2b(3) agricultural.

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

Sec. 6. Minnesota Statutes 2000, section 289A.19, subdivision 1, is amended to read:

Subdivision 1. [FIDUCIARY INCOME, ENTERTAINMENT TAX, AND INFORMATION
RETURNS.] When, in the commissioner’s judgment, good cause exists, the commissioner may
extend the time for filing entertainment tax returns for not more than six months. If an extension to
file the federal fiduciary income tax return or information return has been granted under section
6081 of the Internal Revenue Code, the time for filing the state return is extended for that period.
The commissioner may require the taxpayer to file a tentative return when the regularly required
return is due, and to pay a tax on the basis of the tentative return at the times required for the
payment of taxes on the basis of the regularly required return from the taxpayer. The
commissioner shall grant an automatic extension of six months to file a partnership, "S"
corporation, or fiduciary income tax return if all of the taxes imposed on the entity for the year by
chapter 290 and section 289A.08, subdivision 7, have been paid by the date prescribed by section
289A.18, subdivision 1.

[EFFECTIVE DATE.] This section is effective for returns due after December 31, 2002.

Sec. 7. Minnesota Statutes 2000, section 295.53, subdivision 1, is amended to read:

Subdivision 1. [EXEMPTIONS.] (a) The following payments are excluded from the gross
revenues subject to the hospital, surgical center, or health care provider taxes under sections
295.50 to 295.57:

(1) payments received for services provided under the Medicare program, including payments
received from the government, and organizations governed by sections 1833 and 1876 of title
XVIII of the federal Social Security Act, United States Code, title 42, section 1395, and enrollee
deductibles, coinsurance, and copayments, whether paid by the Medicare enrollee or by a
Medicare supplemental coverage as defined in section 62A.011, subdivision 3, clause (10).
Payments for services not covered by Medicare are taxable;
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(2) medical assistance payments including payments received directly from the government or
from a prepaid plan;

(3) payments received for home health care services;

(4) payments received from hospitals or surgical centers for goods and services on which
liability for tax is imposed under section 295.52 or the source of funds for the payment is exempt
under clause (1), (2), (7), (8), (10), (13), or (20);

(5) payments received from health care providers for goods and services on which liability for
tax is imposed under this chapter or the source of funds for the payment is exempt under clause
(1), (2), (7), (8), (10), (13), or (20);

(6) amounts paid for legend drugs, other than nutritional products, to a wholesale drug
distributor who is subject to tax under section 295.52, subdivision 3, reduced by reimbursements
received for legend drugs under clauses (1), (2), (7), and (8) otherwise exempt under chapter 295;

(7) payments received under the general assistance medical care program including payments
received directly from the government or from a prepaid plan;

(8) payments received for providing services under the MinnesotaCare program including
payments received directly from the government or from a prepaid plan and enrollee deductibles,
coinsurance, and copayments. For purposes of this clause, coinsurance means the portion of
payment that the enrollee is required to pay for the covered service;

(9) payments received by a health care provider or the wholly owned subsidiary of a health care
provider for care provided outside Minnesota;

(10) payments received from the chemical dependency fund under chapter 254B;

(11) payments received in the nature of charitable donations that are not designated for
providing patient services to a specific individual or group;

(12) payments received for providing patient services incurred through a formal program of
health care research conducted in conformity with federal regulations governing research on
human subjects. Payments received from patients or from other persons paying on behalf of the
patients are subject to tax;

(13) payments received from any governmental agency for services benefiting the public, not
including payments made by the government in its capacity as an employer or insurer;

(14) payments received for services provided by community residential mental health facilities
licensed under Minnesota Rules, parts 9520.0500 to 9520.0690, community support programs and
family community support programs approved under Minnesota Rules, parts 9535.1700 to
9535.1760, and community mental health centers as defined in section 245.62, subdivision 2;

(15) government payments received by a regional treatment center;

(16) payments received for hospice care services;

(17) payments received by a health care provider for hearing aids and related equipment or
prescription eyewear delivered outside of Minnesota;

(18) payments received by an educational institution from student tuition, student activity fees,
health care service fees, government appropriations, donations, or grants. Fee for service payments
and payments for extended coverage are taxable;

(19) payments received for services provided by: assisted living programs and congregate
housing programs; and

(20) payments received under the federal Employees Health Benefits Act, United States Code,
title 5, section 8909(f), as amended by the Omnibus Reconciliation Act of 1990.
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(b) Payments received by wholesale drug distributors for legend drugs sold directly to
veterinarians or veterinary bulk purchasing organizations are excluded from the gross revenues
subject to the wholesale drug distributor tax under sections 295.50 to 295.59.

[EFFECTIVE DATE.] This section is effective for payments received after December 31,
2001.

Sec. 8. Minnesota Statutes 2000, section 295.57, is amended by adding a subdivision to read:

Subd. 5. [EXEMPTION FOR AMOUNTS PAID FOR LEGEND DRUGS.] If a hospital or
health care provider cannot determine the actual cost or reimbursement of legend drugs under the
exemption provided in section 295.53, subdivision 1, paragraph (a), clause (6), the following
method must be used:

A hospital or health care provider must determine the amount paid for legend drugs used during
the month or quarter and multiply that amount by a ratio, the numerator of which is the total
amount received for taxable patient services, and the denominator of which is the total amount
received for all patient services, including amounts exempt under section 295.53, subdivision 1.
The result represents the allowable exemption for the monthly or quarterly cost of drugs.

[EFFECTIVE DATE.] This section is effective for payments received on or after July 1,
2002.

Sec. 9. Minnesota Statutes 2001 Supplement, section 295.60, subdivision 2, is amended to read:

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

(b) "Commissioner" means the commissioner of revenue.

(c) "Furrier" means a retailer that sells clothing made of fur.

(d) "Clothing made of fur" means articles of clothing made of fur on the hide or pelt, and
articles of clothing of which such fur is the component material of chief value, but only if such
value is more than three times the value of the next most valuable material.

(e) "Retail sale" has the meaning given in section 297A.61, subdivision 4.

(f) "Delivered outside of Minnesota" means fur clothing which the furrier delivers to a common
carrier for delivery outside Minnesota, places in the United States mail or parcel post directed to
the purchaser outside Minnesota, or delivers to the purchaser outside Minnesota by means of the
seller’s own delivery vehicles, and which is not returned to a point within Minnesota, except in the
course of interstate commerce.

[EFFECTIVE DATE.] This section is effective January 1, 2002.

Sec. 10. Minnesota Statutes 2001 Supplement, section 295.60, is amended by adding a
subdivision to read:

Subd. 2a. [EXEMPTIONS.] Payments received by a furrier for clothing made of fur delivered
outside of Minnesota are exempt from gross revenues subject to the fur clothing tax.

[EFFECTIVE DATE.] This section is effective for payments received on or after January 1,
2002.

Sec. 11. Minnesota Statutes 2001 Supplement, section 297A.61, subdivision 26, is amended to
read:

Subd. 26. [PRIVATE COMMUNICATION SERVICE.] "Private communication service"
means a communication telecommunication service furnished to a subscriber which that entitles
the subscriber customer to:
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(1) exclusive or priority use of any a communication channel or group of channels;

(2) the use of an intercommunication system for the subscriber’s stations, or regardless of
whether the channel, group of channels, or intercommunication system may be connected through
switching;

(3) the between or among termination points, regardless of the manner in which the channel or
channels are connected, and includes switching capacity, extension lines and, stations, or and any
other associated services that are provided in connection with, and are necessary or unique to the
use of, the use of the channel or channels or systems described in clause (1); or

(4) any combination of tunneling, encryption, authentication, and access control technologies
and services used to carry traffic over the Internet, a managed Internet provider network or
provider’s backbone.

[EFFECTIVE DATE.] This section is effective retroactively for sales and purchases occurring
after July 31, 2001.

Sec. 12. Minnesota Statutes 2000, section 297A.68, is amended by adding a subdivision to
read:

Subd. 37. [DELIVERY OR DISTRIBUTION CHARGES; PRINTED MATERIALS.] Charges
for the delivery or distribution of printed materials, including individual account information, are
exempt if (1) the charges are separately stated, (2) the delivery or distribution is to a mass
audience or to a mailing list provided at the direction of the customer, and (3) the cost of the
materials is not billed directly to the recipients.

[EFFECTIVE DATE.] This section is effective retroactive to delivery charges on sales and
purchases made after December 31, 2001, and before January 1, 2006.

Sec. 13. Minnesota Statutes 2000, section 297G.07, subdivision 1, is amended to read:

Subdivision 1. [EXEMPTIONS.] The following are not subject to the excise tax:

(1) Sales by a manufacturer, brewer, or wholesaler for shipment outside the state in interstate
commerce.

(2) Alcoholic beverages sold or transferred between Minnesota wholesalers.

(3) Sales to common carriers engaged in interstate transportation of passengers, except as
provided in this chapter.

(4) Malt beverages served by a brewery for on-premise consumption at no charge, or
distributed to brewery employees for on-premise consumption under a labor contract.

(5) Shipments of wine to Minnesota residents under section 340A.417.

(6) Fruit juices naturally fermented or beer naturally brewed in the home for family use.

(7) Sales of wine for sacramental purposes under section 340A.316.

(8) Alcoholic beverages sold to authorized manufacturers of food products or pharmaceutical
firms. The alcoholic beverage must be used exclusively in the manufacture of food products or
medicines. For purposes of this clause, "manufacturer" means a person who manufactures food
products intended for sale to wholesalers or retailers for ultimate sale to the consumer.

(9) Liqueur-filled candy.

(10) Sales to a federal agency, that the state of Minnesota is prohibited from taxing under the
constitution or laws of the United States or under the constitution of Minnesota.

(11) Sales to Indian tribes as defined in section 297G.08.
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(12) Shipments of intoxicating liquor from foreign countries to diplomatic personnel of foreign
countries assigned to service in this state.

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

Sec. 14. Minnesota Statutes 2001 Supplement, section 469.1763, subdivision 6, is amended to
read:

Subd. 6. [POOLING PERMITTED FOR DEFICITS.] (a) This subdivision applies only to
districts for which the request for certification was made before August 1, 2001, and without
regard to whether the request for certification was made prior to August 1, 1979.

(b) The municipality for the district may transfer available increments from another tax
increment financing district located in the municipality, if the transfer is necessary to eliminate a
deficit in the district to which the increments are transferred. A deficit in the district for purposes
of this subdivision means the lesser of the following two amounts:

(1)(i) the amount due during the calendar year to pay preexisting obligations of the district;
minus

(ii) the total increments collected or to be collected from properties located within the district
that are available for the calendar year including amounts collected in prior years that are currently
available; plus

(iii) total increments from properties located in other districts in the municipality including
amounts collected in prior years that are available to be used to meet the district’s obligations
under this section, excluding this subdivision, or other provisions of law (but excluding a special
tax under section 469.1791 and the grant program under Laws 1997, chapter 231, article 1, section
19, or Laws 2001, First Special Session chapter 5); or

(2) the reduction in increments collected from properties located in the district for the calendar
year as a result of the changes in class rates in Laws 1997, chapter 231, article 1; Laws 1998,
chapter 389, article 2; and Laws 1999, chapter 243, and Laws 2001, First Special Session chapter
5, or the elimination of the general education tax levy under Laws 2001, First Special Session
chapter 5.

(c) A preexisting obligation means:

(1) bonds issued and sold before August 1, 2001, or bonds issued pursuant to a binding contract
requiring the issuance of bonds entered into before July 1, 2001, and bonds issued to refund such
bonds or to reimburse expenditures made in conjunction with a signed contractual agreement
entered into before August 1, 2001, to the extent that the bonds are secured by a pledge of
increments from the tax increment financing district; and

(2) binding contracts entered into before August 1, 2001, to the extent that the contracts require
payments secured by a pledge of increments from the tax increment financing district.

(d) The municipality may require a development authority, other than a seaway port authority,
to transfer available increments including amounts collected in prior years that are currently
available for any of its tax increment financing districts in the municipality to make up an
insufficiency in another district in the municipality, regardless of whether the district was
established by the development authority or another development authority. This authority applies
notwithstanding any law to the contrary, but applies only to a development authority that:

(1) was established by the municipality; or

(2) the governing body of which is appointed, in whole or part, by the municipality or an officer
of the municipality or which consists, in whole or part, of members of the governing body of the
municipality. The municipality may use this authority only after it has first used all available
increments of the receiving development authority to eliminate the insufficiency and exercised any
permitted action under section 469.1792, subdivision 3, for preexisting districts of the receiving
development authority to eliminate the insufficiency.
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(e) The authority under this subdivision to spend tax increments outside of the area of the
district from which the tax increments were collected:

(1) may only be exercised after obtaining approval of the use of the increments, in writing, by
the commissioner of revenue;

(2) is an exception to the restrictions under section 469.176, subdivision 4i, and the other
provisions of this section, and the percentage restrictions under subdivision 2 must be calculated
after deducting increments spent under this subdivision from the total increments for the district;
and

(3) applies notwithstanding the provisions of the Tax Increment Financing Act in effect for
districts for which the request for certification was made before June 30, 1982, or any other law to
the contrary.

(f) If a preexisting obligation requires the development authority to pay an amount that is
limited to the increment from the district or a specific development within the district and if the
obligation requires paying a higher amount to the extent that increments are available, the
municipality may determine that the amount due under the preexisting obligation equals the higher
amount and may authorize the transfer of increments under this subdivision to pay up to the higher
amount. The authority to transfer increments under this paragraph may only be used to the extent
that the payment of all other preexisting obligations in the municipality due during the calendar
year have been satisfied.

[EFFECTIVE DATE.] This section is effective retroactively to January 2, 2002, and
thereafter.

ARTICLE 10

DEPARTMENT OF REVENUE TECHNICAL PROVISIONS

Section 1. Minnesota Statutes 2001 Supplement, section 69.021, subdivision 5, is amended to
read:

Subd. 5. [CALCULATION OF STATE AID.] (a) The amount of fire state aid available for
apportionment, before the addition of the minimum fire state aid allocation amount under
subdivision 7, is equal to 107 percent of the amount of premium taxes paid to the state upon the
fire, lightning, sprinkler leakage, and extended coverage premiums reported to the commissioner
by insurers on the Minnesota Firetown Premium Report. This amount shall be reduced by the
amount required to pay the state auditor’s costs and expenses of the audits or exams of the
firefighters relief associations.

The total amount for apportionment in respect to fire state aid must not be less than two percent
of the premiums reported to the commissioner by insurers on the Minnesota Firetown Premium
Report after subtracting the following amounts:

(1) the amount required to pay the state auditor’s costs and expenses of the audits or exams of
the firefighters relief associations; and

(2) one percent of the premiums reported by town and farmers’ mutual insurance companies
and mutual property and casualty companies with total assets of $5,000,000 or less.

(b) The total amount for apportionment as police state aid is equal to 104 percent of the amount
of premium taxes paid to the state on the premiums reported to the commissioner by insurers on
the Minnesota Aid to Police Premium Report, plus the payment amounts received under section
297I.05, subdivision 8, since the last aid apportionment, and reduced by the amount required to
pay the costs and expenses of the state auditor for audits or exams of police relief associations.
The total amount for apportionment in respect to the police state aid program must not be less than
two percent of the amount of premiums reported to the commissioner by insurers on the
Minnesota Aid to Police Premium Report after subtracting the amount required to pay the state
auditor’s cost and expenses of the audits or exams of the police relief associations.
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(c) The commissioner shall calculate the percentage of increase or decrease reflected in the
apportionment over or under the previous year’s available state aid using the same premiums as a
basis for comparison.

(d) The amount for apportionment in respect to peace officer state aid under paragraph (b) must
be further reduced by $1,779,000 in fiscal year 1999, $2,077,000 in fiscal year 2000, and
$2,404,000 in fiscal year 2001. These reductions in this paragraph cancel to the general fund.

(e) In addition to the amount for apportionment of police state aid under paragraph (b) is
annually increased by an amount equal to the revenues under the tax on automobile risk
self-insurance under Minnesota Statutes 2000, section 297I.05, subdivision 8, that were collected
in fiscal year 2001, each year $100,000 shall be apportioned for police state aid. An amount
sufficient to pay this increase is annually appropriated from the general fund.

[EFFECTIVE DATE.] This section is effective beginning with fiscal year 2003.

Sec. 2. Minnesota Statutes 2001 Supplement, section 126C.17, subdivision 7a, is amended to
read:

Subd. 7a. [REFERENDUM TAX BASE REPLACEMENT AID.] For each school district that
had a referendum allowance for fiscal year 2002 exceeding $415, for each separately authorized
referendum levy, the commissioner of revenue, in consultation with the commissioner of children,
families, and learning, shall certify the amount of the referendum levy in taxes payable year 2001
attributable to the portion of the referendum allowance exceeding $415 levied against property
classified as class 2, noncommercial 4c(1), or 4c(4), under section 273.13, excluding the portion of
the tax paid by the portion of class 2a property consisting of the house, garage, and surrounding
one acre of land. The resulting amount must be used to reduce the district’s referendum levy
amount otherwise determined, and must be paid to the district each year that the referendum
authority remains in effect. The aid payable under this subdivision must be subtracted from the
district’s referendum equalization aid under subdivision 7. The referendum equalization aid after
the subtraction must not be less than zero.

For the purposes of this subdivision, the referendum levy with the latest year of expiration is
assumed to be at the highest level of equalization, and the referendum levy with the earliest year of
expiration is assumed to be at the lowest level of equalization.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2002 and thereafter.

Sec. 3. Minnesota Statutes 2001 Supplement, section 270.69, subdivision 2, is amended to read:

Subd. 2. [FILING OF LIENS NECESSARY FOR ENFORCEABILITY AGAINST CERTAIN
PERSONS; METHODS OF FILING; FEES.] (a) The lien imposed by subdivision 1 is not
enforceable against any purchaser, mortgagee, pledgee, holder of a Uniform Commercial Code
security interest, mechanic’s lienor, or judgment lien creditor whose interest has been duly
perfected or is a conveyance or interest entitled to protection against judgments and attachments
under section 507.34 or under any other applicable provisions of state law, until a notice of lien
has been filed by the commissioner of revenue in the office of the county recorder of the county in
which real property is situated, or in the case of personal property belonging to an individual who
is not a resident of this state or to a corporation, partnership, or other organization, in the office of
the secretary of state, or in the case of personal property belonging to a resident individual, in the
office of the county recorder of the county of residence of the individual.

(b)(1) Notices of liens, and lien releases, transcriptions, and renewals, in a form prescribed by
the commissioner of revenue, may be filed with the county recorder or the secretary of state by
mail, personal delivery, or by electronic transmission by the commissioner or a delegate into the
computerized filing system of the secretary of state. The secretary of state shall transmit the notice
electronically to the office of the county recorder, if that is the place of filing, in the county or
counties shown on the computer entry. The filing officer, whether the county recorder or the
secretary of state, shall endorse and index a printout of the notice in the same manner as if the
notice had been mailed or delivered.
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(2) County recorders and the secretary of state shall enter information relative to lien notices,
transcriptions, renewals, and releases filed in their offices into the central database of the secretary
of state. For notices filed electronically with the county recorders, the date and time of receipt of
the notice and county recorder’s file number, and for notices filed electronically with the secretary
of state, the secretary of state’s recording information, must be entered by the filing officer into the
central database before the close of the working day following the day of the original data entry by
the department of revenue.

The filing and indexing of all notices must be in accordance with the filing and indexing of
notices of federal liens, certificates of release, and refiled notices under section 272.483.

(c) Notwithstanding any other law to the contrary, the department of revenue is exempt from
payment of fees when a lien, lien renewal, or lien transcription is offered for recording. The
recording fees must be paid along with the release fee at the end of the month in which the release
of lien is recorded, after receipt of a monthly statement from a county recorder or the secretary of
state. The department of revenue shall add the recording fees to the delinquent tax liability of the
taxpayer. Notwithstanding any other law to the contrary, the fee for filing or recording a notice of
lien, or lien release, transcription, or renewal is $15.

(d) There is appropriated to the commissioner of revenue an amount representing the cost of
payment of recording fees to the county recorders and the secretary of state. The commissioner
shall keep a separate accounting of the costs and of payments for recording fees remitted by
taxpayers, and make the records available to the legislature upon request.

[EFFECTIVE DATE.] As to the protection of interests in property of third parties, this section
is effective for liens of record and enforceable as of the day following final enactment, and for
liens filed thereafter. As to the place of filing of liens against personal property, this section is
effective for liens filed on or after the day following final enactment.

Sec. 4. Minnesota Statutes 2000, section 272.02, subdivision 15, is amended to read:

Subd. 15. [PROPERTY USED TO GENERATE HYDROELECTRIC OR
HYDROMECHANICAL POWER.] To the extent provided by section 295.44 Notwithstanding
the provisions of subdivision 39, and sections 272.01, subdivision 2, and 273.19, subdivision 1,
real and personal property used or to be used primarily for the production of hydroelectric or
hydromechanical power on a site owned by the federal government, the state, or a local
governmental unit which is and developed and operated pursuant to the provisions of section
103G.535 is exempt from property tax for all years during which the site is developed and
operated under the terms of a lease or agreement authorized by section 103G.535.

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

Sec. 5. Minnesota Statutes 2001 Supplement, 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 shall 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. It shall
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 note that if the property is homestead and at least 35 45 years old, improvements
made to the property may be eligible 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
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local board of appeal and equalization, the review process established under section 274.13,
subdivision 1c, and the county board of appeal and equalization. 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 shall 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.] This section is effective for notices required to be mailed in 2002 and
thereafter.

Sec. 6. Minnesota Statutes 2001 Supplement, section 273.13, subdivision 24, is amended to
read:

Subd. 24. [CLASS 3.] (a) Commercial and industrial property and utility real and personal
property is class 3a.

(1) Except as otherwise provided, each parcel of commercial, industrial, or utility real property
has a class rate of 1.5 percent of the first 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, 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 class rate for the higher tier.

For purposes of this subdivision, parcels are considered to be contiguous even if they are
separated from each other by 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) All railroad operating property and All personal property that is: (i) part of an electric
generation, transmission, or distribution system; or (ii) part of a pipeline system transporting or
distributing water, gas, crude oil, or petroleum products; and (iii) not described in clause (3), and
all 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 one first tier amount is eligible for the reduced rate.

(3) The entire market value of personal property that is: (i) tools, implements, and machinery of
an electric generation, transmission, or distribution system; (ii) tools, implements, and machinery
of a pipeline system transporting or distributing water, gas, crude oil, or petroleum products; or
(iii) the mains and pipes used in the distribution of steam or hot or chilled water for heating or
cooling buildings, has a class rate as provided under clause (1) for the remaining market value in
excess of the first tier.

(b) Employment property defined in section 469.166, during the period provided in section
469.170, shall constitute class 3b. The class rates for class 3b property are determined under
paragraph (a).

[EFFECTIVE DATE.] This section is effective for taxes payable in 2002 and thereafter.
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Sec. 7. Minnesota Statutes 2001 Supplement, section 273.1392, is amended to read:

273.1392 [PAYMENT; SCHOOL DISTRICTS.]

The amounts of conservation tax credits under section 273.119; disaster or emergency
reimbursement under section 273.123; attached machinery aid under section 273.138; homestead
and agricultural credits under section 273.1384; aids and credits under section 273.1398; wetlands
reimbursement under section 275.295; enterprise zone property credit payments under section
469.171; and metropolitan agricultural preserve reduction under section 473H.10 for school
districts, shall be certified to the department of children, families, and learning by the department
of revenue. The amounts so certified shall be paid according to section 127A.45, subdivisions 9
and 13.

[EFFECTIVE DATE.] This section is effective for aids and credits payable in 2002 and
thereafter.

Sec. 8. Minnesota Statutes 2001 Supplement, section 273.1398, subdivision 4c, is amended to
read:

Subd. 4c. [TEMPORARY AID; COURT ADMINISTRATION COSTS.] For calendar years
2004 and 2005, each county in a judicial district that has not been transferred to the state by
January 1 of that year shall receive additional homestead and agricultural credit aid. This amount
is in addition to the amount calculated under subdivision 2 and must not be included in the
definition of homestead and agricultural credit base under subdivision 1, paragraph (j). The
amount of additional aid is equal to the difference between (1) the amount budgeted for court
administration costs in 2001 as determined under subdivision 4b, paragraph (c) (b), multiplied by
the maintenance of effort percent for the calendar year as determined under subdivision 4b,
paragraph (d) (a), and (2) the amount calculated under subdivision 4b, paragraph (a), for calendar
year 2003. This additional aid must be used only to fund court administration expenditures as
defined in section 480.183, subdivision 3. This amount must be added to the state court’s base
budget in the year when the court in that judicial district in which the county is located is
transferred to the state.

[EFFECTIVE DATE.] This section is effective retroactively to July 1, 2001, and thereafter.

Sec. 9. Minnesota Statutes 2001 Supplement, section 275.74, subdivision 2, is amended to read:

Subd. 2. [AUTHORIZATION FOR SPECIAL LEVIES.] A local governmental unit may
request authorization to levy for unreimbursed costs for other natural disasters under section
275.70, subdivision 5, clause (6) (7). The local governmental unit shall submit a request to levy
under section 275.70, subdivision 5, clause (6) (7), to the commissioner of revenue by September
30 of the levy year and the request must include information documenting the estimated
unreimbursed costs. The commissioner of revenue may grant levy authority, up to the amount
requested based on the documentation submitted. All decisions of the commissioner are final.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2002 and 2003.

Sec. 10. Minnesota Statutes 2001 Supplement, section 289A.60, subdivision 2, is amended to
read:

Subd. 2. [PENALTY FOR FAILURE TO MAKE AND FILE RETURN.] If a taxpayer fails to
make and file a tax return within the time prescribed, including an extension, or fails to file an
individual income tax return within six months after the due date, a penalty of five percent of the
amount of tax not paid by the end of that period is added to the tax.

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

Sec. 11. Minnesota Statutes 2000, section 290.067, subdivision 2a, is amended to read:

Subd. 2a. [INCOME.] (a) For purposes of this section, "income" means the sum of the
following:
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(1) federal adjusted gross income as defined in section 62 of the Internal Revenue Code; and

(2) the sum of the following amounts to the extent not included in clause (1):

(i) all nontaxable income;

(ii) the amount of a passive activity loss that is not disallowed as a result of section 469,
paragraph (i) or (m) of the Internal Revenue Code and the amount of passive activity loss
carryover allowed under section 469(b) of the Internal Revenue Code;

(iii) an amount equal to the total of any discharge of qualified farm indebtedness of a solvent
individual excluded from gross income under section 108(g) of the Internal Revenue Code;

(iv) cash public assistance and relief;

(v) any pension or annuity (including railroad retirement benefits, all payments received under
the federal Social Security Act, supplemental security income, and veterans benefits), which was
not exclusively funded by the claimant or spouse, or which was funded exclusively by the
claimant or spouse and which funding payments were excluded from federal adjusted gross
income in the years when the payments were made;

(vi) interest received from the federal or a state government or any instrumentality or political
subdivision thereof;

(vii) workers’ compensation;

(viii) nontaxable strike benefits;

(ix) the gross amounts of payments received in the nature of disability income or sick pay as a
result of accident, sickness, or other disability, whether funded through insurance or otherwise;

(x) a lump sum distribution under section 402(e)(3) of the Internal Revenue Code;

(xi) contributions made by the claimant to an individual retirement account, including a
qualified voluntary employee contribution; simplified employee pension plan; self-employed
retirement plan; cash or deferred arrangement plan under section 401(k) of the Internal Revenue
Code; or deferred compensation plan under section 457 of the Internal Revenue Code; and

(xii) nontaxable scholarship or fellowship grants.

In the case of an individual who files an income tax return on a fiscal year basis, the term
"federal adjusted gross income" means federal adjusted gross income reflected in the fiscal year
ending in the next calendar year. Federal adjusted gross income may not be reduced by the amount
of a net operating loss carryback or carryforward or a capital loss carryback or carryforward
allowed for the year.

(b) "Income" does not include:

(1) amounts excluded pursuant to the Internal Revenue Code, sections 101(a) and 102;

(2) amounts of any pension or annuity that were exclusively funded by the claimant or spouse if
the funding payments were not excluded from federal adjusted gross income in the years when the
payments were made;

(3) surplus food or other relief in kind supplied by a governmental agency;

(4) relief granted under chapter 290A; and

(5) child support payments received under a temporary or final decree of dissolution or legal
separation; and

(6) restitution payments received by eligible individuals and excludable interest as defined in
section 803 of the Economic Growth and Tax Relief Reconciliation Act of 2001, Public Law
Number 107-16.
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[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2000.

Sec. 12. Minnesota Statutes 2001 Supplement, section 290.0675, subdivision 1, is amended to
read:

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

(b) "Earned income" means the sum of the following, to the extent included in Minnesota
taxable income:

(1) earned income as defined in section 32(c)(2) of the Internal Revenue Code;

(2) income received from a retirement pension, profit-sharing, stock bonus, or annuity plan; and

(3) social security benefits as defined in section 86(d)(1) of the Internal Revenue Code.

(c) "Taxable income" means net income as defined in section 290.01, subdivision 19.

(d) "Earned income of lesser-earning spouse" means the earned income of the spouse with the
lesser amount of earned income as defined in paragraph (b) for the taxable year minus the sum of
(i) the amount for one exemption under section 151(d) of the Internal Revenue Code and (ii)
one-half the amount of the standard deduction under section 63(c)(2)(A) and (4) of the Internal
Revenue Code.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2000.

Sec. 13. Minnesota Statutes 2001 Supplement, section 290.0675, subdivision 3, is amended to
read:

Subd. 3. [CREDIT AMOUNT.] The credit amount is the difference between the tax on the
couple’s joint Minnesota taxable income under the rates in section 290.06, subdivision 2c,
paragraph (a), and the sum of the tax under the rates of section 290.06, subdivision 2c, paragraph
(b), on the earned income of the lesser-earning spouse, and the tax under the rates of section
290.06, subdivision 2c, paragraph (b), on the couple’s joint Minnesota taxable income, minus the
earned income of the lesser-earning spouse.

For taxable years beginning after December 31, 2001, The commissioner of revenue shall
prepare and make available to taxpayers a comprehensive table showing the credit under this
section at brackets of earnings of the lesser-earning spouse and joint taxable income. The brackets
of earnings shall not be more than $2,000.

For taxable years beginning after December 31, 2002, the commissioner shall update the table
as necessary to provide a credit that reflects the relationship between the marginal tax rates
imposed under section 290.06, subdivision 2c.

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2000.

Sec. 14. Minnesota Statutes 2001 Supplement, section 290.0921, subdivision 2, is amended to
read:

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

(b) "Alternative minimum taxable net income" is alternative minimum taxable income,

(1) less the exemption amount, and

(2) apportioned or allocated to Minnesota under section 290.17, 290.191, or 290.20.
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(c) The "exemption amount" is $40,000, reduced, but not below zero, by 25 percent of the
excess of alternative minimum taxable income over $150,000.

(d) "Minnesota alternative minimum taxable income" is alternative minimum taxable net
income, less the deductions for alternative tax net operating loss under subdivision 4; charitable
contributions under subdivision 5; and dividends received under subdivision 6. The sum of the
deductions under this paragraph may not exceed 90 percent of alternative minimum taxable net
income. This limitation does not apply to a deduction for dividends paid to or 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 Internal Revenue Code.

[EFFECTIVE DATE.] This section is effective for taxable years beginning after December
31, 2001.

Sec. 15. Minnesota Statutes 2000, 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 allocation rules that is not derived from the conduct of a trade
or business must be assigned in accordance with paragraphs (a) to (f):

(a)(1) Subject to paragraphs (a)(2), (a)(3), and (a)(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 is treated as
income from sources without this state.

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

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

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

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

(3) For purposes of this section, amounts received by a nonresident as "retirement income" as
defined in section (b)(1) of the State Income Taxation of Pension Income Act, Public Law
Number 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.

(4) Wages, otherwise assigned to this state under clause (1) and not qualifying under clause (3),
are not taxable under this chapter if the following conditions are met:

(i) the recipient was not a resident of this state for any part of the taxable year in which the
wages were received; and

(ii) the wages are for work performed while the recipient was a resident of this state.
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(b) Income or gains from tangible property located in this state that is not employed in the
business of the recipient of the income or gains must be assigned to this state.

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

Gain on the sale 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 sale. If more than 50 percent of the value of the
partnership’s assets consists of intangibles, gain or loss from the sale of the partnership interest is
allocated to this state in accordance with the sales factor of the partnership for its first full tax
period immediately preceding the tax period of the partnership during which the partnership
interest was sold.

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

When an employer pays an 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 the total services performed by the employee for the
employer in that year.

(d) Income from winnings on Minnesota pari-mutuel betting tickets, the Minnesota state
lottery, and lawful gambling as defined in section 349.12, subdivision 24, conducted within the
boundaries of the state of Minnesota shall be assigned to this state a bet made by an individual
while in Minnesota is assigned to this state. In this paragraph, "bet" has the meaning given in
section 609.75, subdivision 2, as limited by section 609.75, subdivision 3, clauses (1), (2), and (3).

(e) All items of 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.] This section is effective for tax years beginning after December 31,
2001.

Sec. 16. Minnesota Statutes 2000, section 290.17, subdivision 3, is amended to read:

Subd. 3. [TRADE OR BUSINESS INCOME; GENERAL RULE.] All income of a trade or
business is subject to apportionment except nonbusiness income. Income derived from carrying on
a trade or business must be assigned to this state if the trade or business is conducted wholly
within this state, assigned outside this state if conducted wholly without this state and apportioned
between this state and other states and countries under this subdivision if conducted partly within
and partly without this state. For purposes of determining whether a trade or business is carried on
exclusively within or without this state:

(a) A trade or business physically located exclusively within this state is nevertheless carried on
partly within and partly without this state if any of the principles set forth in section 290.191 for
the allocation of sales or receipts within or without this state when applied to the taxpayer’s
situation result in the allocation of any sales or receipts without this state.

(b) A trade or business physically located exclusively without this state is nevertheless carried
on partly within and partly without this state if any of the principles set forth in section 290.191 for
the allocation of sales or receipts within or without this state when applied to the taxpayer’s
situation result in the allocation of any sales or receipts without within this state. The jurisdiction
to tax such a business under this chapter must be determined in accordance with sections 290.014
and 290.015.
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[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2001.

Sec. 17. Minnesota Statutes 2000, section 290A.03, subdivision 3, is amended to read:

Subd. 3. [INCOME.] (1) "Income" means the sum of the following:

(a) federal adjusted gross income as defined in the Internal Revenue Code; and

(b) the sum of the following amounts to the extent not included in clause (a):

(i) all nontaxable income;

(ii) the amount of a passive activity loss that is not disallowed as a result of section 469,
paragraph (i) or (m) of the Internal Revenue Code and the amount of passive activity loss
carryover allowed under section 469(b) of the Internal Revenue Code;

(iii) an amount equal to the total of any discharge of qualified farm indebtedness of a solvent
individual excluded from gross income under section 108(g) of the Internal Revenue Code;

(iv) cash public assistance and relief;

(v) any pension or annuity (including railroad retirement benefits, all payments received under
the federal Social Security Act, supplemental security income, and veterans benefits), which was
not exclusively funded by the claimant or spouse, or which was funded exclusively by the
claimant or spouse and which funding payments were excluded from federal adjusted gross
income in the years when the payments were made;

(vi) interest received from the federal or a state government or any instrumentality or political
subdivision thereof;

(vii) workers’ compensation;

(viii) nontaxable strike benefits;

(ix) the gross amounts of payments received in the nature of disability income or sick pay as a
result of accident, sickness, or other disability, whether funded through insurance or otherwise;

(x) a lump sum distribution under section 402(e)(3) of the Internal Revenue Code;

(xi) contributions made by the claimant to an individual retirement account, including a
qualified voluntary employee contribution; simplified employee pension plan; self-employed
retirement plan; cash or deferred arrangement plan under section 401(k) of the Internal Revenue
Code; or deferred compensation plan under section 457 of the Internal Revenue Code; and

(xii) nontaxable scholarship or fellowship grants.

In the case of an individual who files an income tax return on a fiscal year basis, the term
"federal adjusted gross income" shall mean federal adjusted gross income reflected in the fiscal
year ending in the calendar year. Federal adjusted gross income shall not be reduced by the
amount of a net operating loss carryback or carryforward or a capital loss carryback or
carryforward allowed for the year.

(2) "Income" does not include:

(a) amounts excluded pursuant to the Internal Revenue Code, sections 101(a) and 102;

(b) amounts of any pension or annuity which was exclusively funded by the claimant or spouse
and which funding payments were not excluded from federal adjusted gross income in the years
when the payments were made;

(c) surplus food or other relief in kind supplied by a governmental agency;
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(d) relief granted under this chapter;

(e) child support payments received under a temporary or final decree of dissolution or legal
separation; or

(f) holocaust settlement payments as defined in section 290.01, subdivision 32 restitution
payments received by eligible individuals and excludable interest as defined in section 803 of the
Economic Growth and Tax Relief Reconciliation Act of 2001, Public Law Number 107-16.

(3) The sum of the following amounts may be subtracted from income:

(a) for the claimant’s first dependent, the exemption amount multiplied by 1.4;

(b) for the claimant’s second dependent, the exemption amount multiplied by 1.3;

(c) for the claimant’s third dependent, the exemption amount multiplied by 1.2;

(d) for the claimant’s fourth dependent, the exemption amount multiplied by 1.1;

(e) for the claimant’s fifth dependent, the exemption amount; and

(f) if the claimant or claimant’s spouse was disabled or attained the age of 65 on or before
December 31 of the year for which the taxes were levied or rent paid, the exemption amount.

For purposes of this subdivision, the "exemption amount" means the exemption amount under
section 151(d) of the Internal Revenue Code for the taxable year for which the income is reported.

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

Sec. 18. Minnesota Statutes 2001 Supplement, section 290A.04, subdivision 2h, is amended to
read:

Subd. 2h. [ADDITIONAL REFUND.] (a) Beginning with gross property taxes payable in
2003, 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.

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 beginning with refunds based on gross
property taxes payable in 2002.
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Sec. 19. Minnesota Statutes 2001 Supplement, section 295.60, is amended by adding a
subdivision to read:

Subd. 1a. [USE TAX; CREDIT FOR TAXES PAID.] (a) A person that receives fur clothing
for use or storage in Minnesota, other than from a furrier that paid the tax under subdivision 1, is
subject to tax at the rate imposed under subdivision 1. Liability for the tax is incurred when the
person has possession of the fur clothing in Minnesota. The tax must be remitted to the
commissioner in the manner prescribed by subdivision 3.

(b) A person that has paid taxes to another jurisdiction on the same transaction and is subject to
tax under this section is entitled to a credit for the tax legally due and paid to another jurisdiction
to the extent of the lesser of (1) the tax actually paid to the other jurisdiction, or (2) the amount of
tax imposed by Minnesota on the transaction subject to tax in the other jurisdiction.

[EFFECTIVE DATE.] This section is effective for fur clothing purchased and brought into
Minnesota on or after January 1, 2002.

Sec. 20. Minnesota Statutes 2001 Supplement, section 295.60, is amended by adding a
subdivision to read:

Subd. 1b. [TAX COLLECTION REQUIRED.] A furrier with nexus in Minnesota, who is not
subject to tax under subdivision 1, is required to collect the tax imposed under subdivision 1a from
the purchaser of the clothing made from fur and give the purchaser a receipt for the tax paid. The
tax collected must be remitted to the commissioner in the manner prescribed by subdivision 3.

[EFFECTIVE DATE.] This section is effective for fur clothing purchased and brought into
Minnesota on or after January 1, 2002.

Sec. 21. Minnesota Statutes 2001 Supplement, section 295.60, is amended by adding a
subdivision to read:

Subd. 1c. [TAXES PAID TO ANOTHER JURISDICTION; CREDIT.] A furrier that has paid
taxes to another jurisdiction measured by gross revenue and is subject to tax under this section on
the same gross revenues is entitled to a credit for the tax legally due and paid to another
jurisdiction to the extent of the lesser of (1) the tax actually paid to the other jurisdiction, or (2) the
amount of tax imposed by Minnesota on the gross revenues subject to tax in the other taxing
jurisdictions.

[EFFECTIVE DATE.] This section is effective for gross revenues received on or after
January 1, 2002.

Sec. 22. Minnesota Statutes 2001 Supplement, section 295.60, subdivision 7, is amended to
read:

Subd. 7. [APPLICATION OF OTHER CHAPTERS.] Unless specifically provided otherwise
by this section, the enforcement, interest, and penalty provisions under chapter 294, appeal
provisions in sections 289A.43 and 289A.65, criminal penalties in section 289A.63, and refunds
provisions in section 289A.50 chapter 289A, civil penalty provisions applicable to withholding
and sales taxes under section 289A.60, and collection and rulemaking provisions under chapter
270, apply to a liability for the taxes imposed under this section.

[EFFECTIVE DATE.] This section is effective January 1, 2002.

Sec. 23. Minnesota Statutes 2000, section 296A.18, subdivision 8, is amended to read:

Subd. 8. [AVIATION FUEL TAX STATE AIRPORTS FUND.] The revenues derived from
the excise taxes on aviation gasoline and on special fuel received, sold, stored, or withdrawn from
storage as substitutes for aviation gasoline, shall be paid into the state treasury and credited to the
aviation fuel tax state airports fund. There is hereby appropriated such sums as are needed to carry
out the provisions of this subdivision.
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[EFFECTIVE DATE.] This section is effective the day following final enactment.

Sec. 24. Minnesota Statutes 2001 Supplement, section 297A.70, subdivision 3, is amended to
read:

Subd. 3. [SALES OF CERTAIN GOODS AND SERVICES TO GOVERNMENT.] (a) The
following sales to or use by the specified governments and political subdivisions of the state are
exempt:

(1) repair and replacement parts for emergency rescue vehicles, fire trucks, and fire apparatus
to a political subdivision;

(2) machinery and equipment, except for motor vehicles, used directly for mixed municipal
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 political 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 intertechnologies 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
political 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 political 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 sales tax under section 297B.03,
clause (12);

(8) equipment designed to process, dewater, and recycle biosolids for wastewater treatment
facilities of political subdivisions, and materials incidental to installation of that equipment; and
materials used to construct buildings to house the equipment, if the materials are purchased after
June 30, 1998, and before July 1, 2001; and

(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).

(b) For purposes of this subdivision, "firefighters personal 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 coveralls; goggles;
self-contained breathing apparatus; canister filter masks; personal alert safety systems; spanner
belts; optical or thermal imaging search devices; and all safety equipment required by the
Occupational Safety and Health Administration.

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

Sec. 25. Minnesota Statutes 2000, section 297I.05, subdivision 11, is amended to read:

Subd. 11. [RETALIATORY PROVISIONS.] (a) If any other state or country imposes any
taxes, fines, deposits, penalties, licenses, or fees upon any insurance companies of this state and
their agents doing business in another state or country that are in addition to or in excess of those
imposed by the laws of this state upon foreign insurance companies and their agents doing
business in this state, the same taxes, fines, deposits, penalties, licenses, and fees are imposed
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upon every similar insurance company of that state or country and their agents doing or applying
to do business in this state.

(b) If any conditions precedent to the right to do business in any other state or country are
imposed by the laws of that state or country, beyond those imposed upon foreign companies by the
laws of this state, the same conditions precedent are imposed upon every similar insurance
company of that state or country and their agents doing or applying to do business in that state.

(c) For purposes of this subdivision, "taxes, fines, deposits, penalties, licenses, or fees" means
an amount of money that is deposited in the general revenue fund of the state or other similar fund
in another state or country and is not dedicated to a special purpose or use or money deposited in
the general revenue fund of the state or other similar fund in another state or country and
appropriated to the commissioner of commerce or insurance for the operation of the department of
commerce or other similar agency with jurisdiction over insurance. Taxes, fines, deposits,
penalties, licenses, or fees do not include:

(1) special purpose obligations or assessments imposed in connection with particular kinds of
insurance, including but not limited to assessments imposed in connection with residual market
mechanisms; or

(2) assessments made by the insurance guaranty association, life and health guarantee
association, or similar association.

(d) This subdivision applies to taxes imposed under subdivisions 1, 3, 4, 6, and 12, paragraph
(a), clauses (1) and (3) (2).

(e) This subdivision does not apply to insurance companies organized or domiciled in a state or
country, the laws of which do not impose retaliatory taxes, fines, deposits, penalties, licenses, or
fees or which grant, on a reciprocal basis, exemptions from retaliatory taxes, fines, deposits,
penalties, licenses, or fees to insurance companies domiciled in this state.

[EFFECTIVE DATE.] This section is effective retroactively to tax years beginning on or after
January 1, 2001.

Sec. 26. Minnesota Statutes 2000, section 477A.011, subdivision 20, is amended to read:

Subd. 20. [CITY NET TAX CAPACITY.] "City net tax capacity" means (1) the net tax
capacity computed using the net tax capacity rates in section 273.13 for taxes payable in the year
of the aid distribution, and the market values for taxes payable in the year prior to the aid
distribution plus (2) a city’s fiscal disparities distribution tax capacity under section 276A.06,
subdivision 2, paragraph (b), or 473F.08, subdivision 2, paragraph (b), for taxes payable in the
year prior to that for which aids are being calculated. The market value utilized in computing city
net tax capacity shall be reduced by the sum of (1) a city’s market value of commercial industrial
property as defined in section 276A.01, subdivision 3, or 473F.02, subdivision 3, multiplied by the
ratio determined pursuant to section 276A.06, subdivision 2, paragraph (a), or 473F.08,
subdivision 2, paragraph (a), (2) the market value of the captured value of tax increment financing
districts as defined in section 469.177, subdivision 2, and (3) the market value of transmission
lines deducted from a city’s total net tax capacity under section 273.425. The city net tax capacity
will be computed using equalized market values.

[EFFECTIVE DATE.] This section is effective for aid payable in 2002 and thereafter.

Sec. 27. Minnesota Statutes 2001 Supplement, section 477A.013, subdivision 9, is amended to
read:

Subd. 9. [CITY AID DISTRIBUTION.] (a) In calendar year 2002 and thereafter, 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.

(b) The percentage increase for a first class city in calendar year 1995 and thereafter, except for
2002, shall not exceed the percentage increase in the sum of the aid to all cities under this section
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in the current calendar year compared to the sum of the aid to all cities in the previous year. For
aids payable in 2002 only, the amount of the aid paid to a first class city shall not exceed the sum
of its aid amount for calendar year 2001 under this section and its aid payment in calendar year
2001 under section 273.1398, subdivision 2, by more than 2.5 percent.

(c) For aids payable in all years except 2002, the total aid for any city, except a first class 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 before any increases or decreases under
sections 16A.711, subdivision 5, and 477A.0132. For aids payable in 2002 only, the total aid for
any city, except a first class city, shall not exceed 40 percent of the sum of (1) 40 percent of the
city’s net levy for taxes payable in the year prior to the aid distribution plus (2) 40 percent of its
total aid in the previous year under section 273.1398, subdivision 2, before any increases or
decreases under sections 16A.711, subdivision 5, and 477A.0132 plus (3) its total aid in the
previous year under this section.

[EFFECTIVE DATE.] This section is effective for aid payable in 2002 and thereafter.

Sec. 28. Minnesota Statutes 2001 Supplement, section 477A.07, subdivision 1, is amended to
read:

Subdivision 1. [AID AMOUNT.] (a) For aid payable in 2003, each county and city is eligible
for aid equal to the amount by which (i) 0.3 percent of the assessment year 2001 taxable market
value of class 4a property, plus 0.25 percent of the assessment year 2001 market value of class 4b
property, as defined in section 273.13, subdivision 25, multiplied by the jurisdiction’s average tax
rate for taxes payable in 2002, exceeds (ii) 0.4 percent of the jurisdiction’s total taxable net tax
capacity for taxes payable in 2002, multiplied by the jurisdiction’s average tax rate for taxes
payable in 2002.

(b) For aid payable in 2004, each county and city is eligible for aid equal to the amount by
which (i) 0.25 percent of the assessment year 2002 taxable market value of class 4a property, as
defined in section 273.13, subdivision 25, multiplied by the jurisdiction’s average tax rate for taxes
payable in 2003, exceeds (ii) 0.4 percent of the jurisdiction’s total taxable net tax capacity for
taxes payable in 2003, multiplied by the jurisdiction’s average tax rate for taxes payable in 2003.

[EFFECTIVE DATE.] This section is effective for aid payable in 2003 and thereafter.

Sec. 29. Minnesota Statutes 2001 Supplement, section 477A.07, subdivision 3, is amended to
read:

Subd. 3. [CITY AID.] Each city’s 2003 aid amount determined under subdivision 1 must be
permanently added to its city aid base under section 477A.011, subdivision 36, and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (b) or (c), is
increased by the same amount for aid payable in 2003. Each city’s 2004 aid amount determined
under subdivision 1 must be permanently added to its city aid base under section 477A.011,
subdivision 36, and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragraph (b) or _(c), is increased by the same amount for aid payable in 2004.

[EFFECTIVE DATE.] This section is effective for aids payable in calendar years 2003 and
2004.

Sec. 30. Laws 1993, chapter 375, article 5, section 42, is amended to read:

Sec. 42. [REPORT TO LEGISLATURE.]

By February March 1 of each year, the commissioner of revenue shall make a report to the
legislature on the use of limited market value under section 273.13, subdivision 1a, and the
valuation exclusion under section 273.13, subdivision 16. For the limited market value provision,
the report shall include the total value excluded from taxation by type of property for each city and
town. For the valuation exclusion provision, the report shall include the total market value
excluded from taxation for each city and town, as well as a breakdown of the excluded
improvement amounts by age and value of the property being improved and the amount of the
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qualifying improvement. The county assessors shall provide the information necessary for the
commissioner to compile the report in a manner prescribed by the commissioner.

Sec. 31. Laws 2001, First Special Session chapter 5, article 9, section 3, the effective date, is
amended to read:

[EFFECTIVE DATE.] This section is effective for tax years beginning after December 31,
2001, except that the amendment to clause clauses (3) is and (12) are effective for tax years
beginning after December 31, 2000.

Sec. 32. [REPEALER.]

(a) Minnesota Statutes 2000, sections 272.02, subdivision 40; 290.01, subdivisions 19g and 32;
and 295.44, are repealed effective the day following final enactment.

(b) Minnesota Statutes 2000, section 290.0921, subdivision 5, is repealed effective for taxable
years beginning after December 31, 2001.

(c) Minnesota Rules, parts 8130.1400; 8130.2100; 8130.2350; 8130.2600; 8130.3000;
8130.3850; and 8130.5000, are repealed effective the day following final enactment.

ARTICLE 11

LOCAL LAWS

Section 1. [CITY OF MOORHEAD; TAX LEVY AUTHORIZED.]

(a) Each year the city of Moorhead may impose a tax on all class 3a and class 3b property
located in the city in an amount which the city determines is equal to the reduction in revenues
from increment from all tax increment financing districts in the city resulting from the class rate
changes and the elimination of the state-determined general education property levy under Laws
2001, First Special Session chapter 5. The proceeds of this tax may only be used to pay preexisting
obligations as defined in Minnesota Statutes, section 469.1763, subdivision 6, whether general
obligations or payable wholly from tax increments. The tax must be levied and collected in the
same manner and as part of the property tax levied by the city and is subject to the same
administrative, penalty, and enforcement provisions. A tax imposed under this section is a special
levy and is not subject to levy limitations under Minnesota Statutes, section 275.71.

(b) This section expires December 31, 2005.

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

Sec. 2. [ST. CLOUD AREA CITIES; TAXES AUTHORIZED.]

Subdivision 1. [SALES AND USE TAX.] (a) Notwithstanding Minnesota Statutes, section
477A.016, or any other provision of law, ordinance, or city charter, the following cities may, by
ordinance, impose a sales and use tax of one-half of one percent for the purposes specified in
subdivision 2:

(1) the city of St. Cloud, pursuant to the approval of the city voters at the general election held
on November 7, 2000;

(2) the city of Sartell, pursuant to the approval of the city voters at an election held in
November 1999; and

(3) each of the cities of Sauk Rapids, Waite Park, St. Joseph, and St. Augusta, pursuant to the
approval of the voters of that city at the next general election following the date of final enactment
of this act, as provided for in subdivision 3.

(b) 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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(c) The tax in Sartell must be used for the purposes listed in subdivision 2, notwithstanding
other purposes listed in the referendum, and are not subject to the requirements of Minnesota
Statutes, section 297A.99, subdivision 3.

Subd. 2. [USE OF REVENUES.] (a) Revenues received from the taxes authorized under
subdivision 1 must be used for the cost of collecting and administering the taxes and to pay all or
part of the capital or administrative costs of the acquisition, construction, and improvement of the
main runway improvements to the St. Cloud Regional Airport, as provided for in the city of St.
Cloud capital improvement program 2000 to 2005, adopted by the St. Cloud planning commission
on July 14, 1999. Authorized expenses include, but are not limited to, acquiring property, paying
construction expenses related to the development of these facilities, and securing and paying debt
service on bonds or other obligations issued to finance construction or improvement of the
authorized facility.

(b) If revenues collected from the taxes imposed under subdivision 1 are greater than the
amount needed to meet obligations under paragraph (a) in any year, the surplus may be returned to
the cities in a manner agreed upon by the participating cities under this section, to be used by the
cities for projects of regional significance, limited to: the acquisition and improvement of park
land and open space; the purchase, renovation, and construction of public buildings and land
primarily used for the arts, libraries, and community centers; major roadway improvements; and
for debt service on bonds issued for these purposes. Authorized expenses include, but are not
limited to, acquiring property, paying construction expenses related to the development of these
facilities, and securing and paying debt service on bonds or other obligations issued to finance
construction or improvement of the authorized facility. The distribution of surplus revenues raised
by the tax must be determined by an applicable joint powers agreement. The revenues returned to
each city may only be used to fund projects that have been approved by voters at the referendum
authorizing the tax.

(c) Pursuant to the approval of the St. Cloud voters at the general election held on November 7,
2000, the surplus returned to St. Cloud under paragraph (b) must be used for the following
projects:

(1) intersection improvements to the 25th Avenue and trunk highway No. 23, I-94 interchange
at county road 75, 10th Street South improvements, the West Metro corridor improvements, and
other regionally significant road projects; and

(2) park and nature land purchase, trail development, and improvements and expansions of
existing regional park facilities, as provided for in the city of St. Cloud capital improvement
program 2000 to 2005, adopted by the St. Cloud planning commission on July 14, 1999.

(d) Pursuant to approval of the Sartell voters at the election held in November 1999, the surplus
returned to the city of Sartell under paragraph (b) must be used to fund construction, expansion,
and improvements to a community center and for park land acquisition and improvement.

Subd. 3. [SEPARATE REFERENDA REQUIRED.] Notwithstanding Minnesota Statutes,
section 297A.99, subdivision 3, each city listed in subdivision 1, clause (3), shall have a separate
vote on each project that it proposes to fund with the surplus tax revenues it receives under
subdivision 2, paragraph (b). For these cities, the cost of each project to be funded by the taxes
authorized in subdivision 1 must be listed. Revenue may be used to repay debt for a project that
the city has already funded if the project meets one of the authorized uses listed in subdivision 2,
paragraph (b), and the referenda states the maximum amount of debt that will be repaid from the
revenue. The referendum must state that approval of using the tax authorized in subdivision 1 for
any project shall also indicate approval to share the revenues collected from the tax with the other
cities in the area which have also passed a sales tax. The sharing must be done in a manner agreed
upon by all affected cities under a joint powers agreement.

Subd. 4. [IMPOSITION AND TERMINATION OF TAX.] The tax authorized by each city
under subdivision 1 shall be imposed beginning January 1, 2003, and shall expire December 31,
2005.
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[EFFECTIVE DATE.] This section is effective July 1, 2002, with respect to any city listed in
subdivision 1, upon compliance of the governing body of that city with Minnesota Statutes,
section 645.021, subdivision 3.

ARTICLE 12

MISCELLANEOUS

Section 1. Minnesota Statutes 2000, section 16A.152, is amended by adding a subdivision to
read:

Subd. 1b. [BUDGET RESERVE INCREASE.] On June 30, 2003, the commissioner of finance
shall transfer $3,900,000 to the budget reserve account in the general fund. On June 30, 2004, the
commissioner of finance shall transfer $12,300,000 to the budget reserve account in the general
fund. On June 30, 2005, the commissioner of finance shall transfer $12,000,000 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 2000, section 40A.151, subdivision 1, is amended to read:

Subdivision 1. [ESTABLISHMENT.] The Minnesota conservation fund is established as an
account in the state treasury. Money from counties under section 40A.152 must be deposited in the
state treasury and credited one-half to the Minnesota conservation fund account and one-half to the
general fund.

[EFFECTIVE DATE.] This section is effective for money from counties deposited in the state
treasury after June 30, 2002.

Sec. 3. Minnesota Statutes 2000, section 40A.152, subdivision 1, is amended to read:

Subdivision 1. [FEE.] A county that is a metropolitan county under section 473.121,
subdivision 4, has allowed exclusive agricultural zones to be created under this chapter, or has
elected to become an agricultural land preservation pilot county, shall impose an additional fee of
$5 per transaction on the recording or registration of a mortgage subject to the tax under section
287.05 and an additional $5 on the recording or registration of a deed subject to the tax under
section 287.21. One-half of the fee must be deposited in a special conservation account to be
created in the county general revenue fund and one-half must be transferred to the commissioner
of revenue for deposit in the state treasury and credited to the Minnesota conservation fund
pursuant to section 40A.151, subdivision 1.

[EFFECTIVE DATE.] This section is effective July 1, 2002, and thereafter.

Sec. 4. Minnesota Statutes 2000, section 40A.152, subdivision 3, is amended to read:

Subd. 3. [TRANSFER TO STATE FUND.] Money in the county conservation account that is
not encumbered by the county within one year of deposit in the account must be transferred to the
commissioner of revenue for deposit in the Minnesota conservation fund state treasury pursuant to
section 40A.151, subdivision 1.

Sec. 5. Minnesota Statutes 2000, section 270B.01, subdivision 8, is amended to read:

Subd. 8. [MINNESOTA TAX LAWS.] For purposes of this chapter only, unless expressly
stated otherwise, "Minnesota tax laws" means the taxes, refunds, and fees administered by or paid
to the commissioner under chapters 115B (except taxes imposed under sections 115B.21 to
115B.24), 289A (except taxes imposed under sections 298.01, 298.015, and 298.24), 290, 290A,
291, 295, 297A, and 297H and sections 295.50 to 295.59, or any similar Indian tribal tax
administered by the commissioner pursuant to any tax agreement between the state and the Indian
tribal government, and includes any laws for the assessment, collection, and enforcement of those
taxes, refunds, and fees.

[EFFECTIVE DATE.] This section is effective the day following final enactment.
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Sec. 6. Minnesota Statutes 2001 Supplement, section 270B.02, subdivision 3, is amended to
read:

Subd. 3. [CONFIDENTIAL DATA ON INDIVIDUALS; PROTECTED NONPUBLIC
DATA.] (a) Except as provided in paragraph (b), the name or existence of an informer, informer
letters, and other data, in whatever form, given to the department of revenue by a person, other
than the data subject, who informs that a specific taxpayer person is not or may not be in
compliance with tax laws, or nontax laws administered by the department of revenue, including
laws other than those relating to property taxes not listed in section 270B.01, subdivision 8, are
confidential data on individuals or protected nonpublic data as defined in section 13.02,
subdivisions 3 and 13.

(b) Data under paragraph (a) may be disclosed with the consent of the informer or upon a
written finding by a court that the information provided by the informer was false and that there is
evidence that the information was provided in bad faith. This subdivision does not alter disclosure
responsibilities or obligations under the rules of criminal procedure.

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

Sec. 7. Minnesota Statutes 2000, section 270B.02, subdivision 4, is amended to read:

Subd. 4. [PUBLIC DATA.] Information required to be filed by exempt individuals,
corporations, organizations, estates, and trusts under section 290.05, subdivisions 1 and 4, or that
relates to exempt status under section 290.05, subdivision 2, is public data on individuals or public
data not on individuals, as defined in section 13.02, subdivisions 14 and 15. The commissioner
may publish a list of organizations exempt from taxation under section 290.05, except that the
name or address of any contributor to any organization that is or was exempt, or that has applied
for tax exempt status, or any other information that could not be disclosed under section 6104 of
the Internal Revenue Code of 1986, as amended through December 31, 1988, is classified as
private data on individuals or nonpublic data as defined in section 13.02, subdivisions 9 and 12.

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

Sec. 8. Minnesota Statutes 2001 Supplement, section 270B.08, subdivision 2, is amended to
read:

Subd. 2. [REVOCATION.] When a taxpayer’s sales tax permit has been revoked under section
297A.86, the commissioner may disclose data identifying the holder of the revoked permit and,
stating the basis for the revocation, and stating whether the permit has been reinstated.

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

Sec. 9. Minnesota Statutes 2000, section 270B.14, subdivision 8, is amended to read:

Subd. 8. [EXCHANGE BETWEEN DEPARTMENTS OF LABOR AND INDUSTRY AND
REVENUE.] The departments of labor and industry and revenue may exchange information as
follows:

(1) data used in determining whether a business is an employer or a contracting agent;

(2) taxpayer identity information relating to employers and employees for purposes of
supporting tax administration and chapter chapters 176, 177, and 181; and

(3) data to the extent provided in and for the purpose set out in section 176.181, subdivision 8.

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

Sec. 10. Minnesota Statutes 2000, section 289A.10, subdivision 1, is amended to read:

Subdivision 1. [RETURN REQUIRED.] In the case of a decedent who has an interest in
property with a situs in Minnesota, the personal representative must submit a Minnesota estate tax
return to the commissioner, on a form prescribed by the commissioner, in instances in which a
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federal estate tax return is required to be filed if the federal gross estate exceeds $700,000 for
estates of decedents dying after December 31, 2001, and before January 1, 2004; $850,000 for
estates of decedents dying after December 31, 2003, and before January 1, 2005; $950,000 for
estates of decedents dying after December 31, 2004, and before January 1, 2006; and $1,000,000
for estates of decedents dying after December 31, 2005.

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

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

Sec. 11. Minnesota Statutes 2001 Supplement, section 291.005, subdivision 1, is amended to
read:

Subdivision 1. Unless the context otherwise clearly requires, the following terms used in this
chapter shall have the following meanings:

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

(2) "Minnesota gross estate" means the federal gross estate of a decedent after (a) excluding
therefrom any property included therein which has its situs outside Minnesota and pensions
exempt from tax under this chapter pursuant to section 352.15, subdivision 1; 353.15, subdivision
1; 354.10, subdivision 1; 354B.30; or 354C.165, and (b) including therein any property omitted
from the federal gross estate which is includable therein, has its situs in Minnesota, and was not
disclosed to federal taxing authorities.

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

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

(5) "Nonresident decedent" means an individual 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.

(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 December 31, 2000.

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

Sec. 12. Minnesota Statutes 2000, 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 allowable computed under section 2011 of the Internal Revenue Code for
state death taxes as the Minnesota gross estate bears to the value of the federal gross estate. For a
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resident decedent, the tax shall be the maximum credit allowable computed under section 2011 of
the Internal Revenue Code reduced by the amount of the death tax paid the other state and credited
against the federal estate tax if this results in a larger amount of tax than the proportionate amount
of the credit. The tax determined under this paragraph shall not be greater than the maximum
credit allowable under section 2011 of the Internal Revenue Code federal estate tax computed
under section 2001 of the Internal Revenue Code after the allowance of the federal credits allowed
under sections 2010, 2012, 2013, and 2015 of the Internal Revenue Code of 1986, as amended
through December 31, 2000.

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

Sec. 13. Minnesota Statutes 2000, section 297H.06, subdivision 2, is amended to read:

Subd. 2. [MATERIALS.] The tax is not imposed upon charges to generators of mixed
municipal solid waste or upon the volume of non-mixed-municipal solid waste for waste
management services to manage the following materials:

(1) mixed municipal solid waste and non-mixed-municipal solid waste generated outside of
Minnesota;

(2) recyclable materials that are separated for recycling by the generator, collected separately
from other waste, and recycled, to the extent the price of the service for handling recyclable
material is separately itemized;

(3) recyclable non-mixed-municipal solid waste that is separated for recycling by the generator,
collected separately from other waste, delivered to a waste facility for the purpose of recycling,
and recycled;

(4) industrial waste, when it is transported to a facility owned and operated by the same person
that generated it;

(5) mixed municipal solid waste from a recycling facility that separates or processes recyclable
materials and reduces the volume of the waste by at least 85 percent, provided that the exempted
waste is managed separately from other waste;

(6) recyclable materials that are separated from mixed municipal solid waste by the generator,
collected and delivered to a waste facility that recycles at least 85 percent of its waste, and are
collected with mixed municipal solid waste that is segregated in leakproof bags, provided that the
mixed municipal solid waste does not exceed five percent of the total weight of the materials
delivered to the facility and is ultimately delivered to a waste facility identified as a preferred
waste management facility in county solid waste plans under section 115A.46;

(7) through December 31, 2002, source-separated compostable waste, if the waste is delivered
to a facility exempted as described in this clause. To initially qualify for an exemption, a facility
must apply for an exemption in its application for a new or amended solid waste permit to the
pollution control agency. The first time a facility applies to the agency it must certify in its
application that it will comply with the criteria in items (i) to (v) and the commissioner of the
agency shall so certify to the commissioner of revenue who must grant the exemption. For each
subsequent calendar year, by October 1 of the preceding year, the facility must apply to the agency
for certification to renew its exemption for the following year. The application must be filed
according to the procedures of, and contain the information required by, the agency. The
commissioner of revenue shall grant the exemption if the commissioner of the pollution control
agency finds and certifies to the commissioner of revenue that based on an evaluation of the
composition of incoming waste and residuals and the quality and use of the product:

(i) generators separate materials at the source;

(ii) the separation is performed in a manner appropriate to the technology specific to the facility
that:
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(A) maximizes the quality of the product;

(B) minimizes the toxicity and quantity of residuals; and

(C) provides an opportunity for significant improvement in the environmental efficiency of the
operation;

(iii) the operator of the facility educates generators, in coordination with each county using the
facility, about separating the waste to maximize the quality of the waste stream for technology
specific to the facility;

(iv) process residuals do not exceed 15 percent of the weight of the total material delivered to
the facility; and

(v) the final product is accepted for use;

(8) waste and waste by-products for which the tax has been paid; and

(9) daily cover for landfills that has been approved in writing by the Minnesota pollution
control agency.

Sec. 14. Minnesota Statutes 2001 Supplement, section 349.12, subdivision 25, is amended to
read:

Subd. 25. [LAWFUL PURPOSE.] (a) "Lawful purpose" means one or more of the following:

(1) any expenditure by or contribution to a 501(c)(3) or festival organization, as defined in
subdivision 15a, provided that the organization and expenditure or contribution are in conformity
with standards prescribed by the board under section 349.154, which standards must apply to both
types of organizations in the same manner and to the same extent;

(2) a contribution to an individual or family suffering from poverty, homelessness, or physical
or mental disability, which is used to relieve the effects of that poverty, homelessness, or
disability;

(3) a contribution to an individual for treatment for delayed posttraumatic stress syndrome or a
contribution to a program recognized by the Minnesota department of human services for the
education, prevention, or treatment of compulsive gambling;

(4) a contribution to or expenditure on a public or private nonprofit educational institution
registered with or accredited by this state or any other state;

(5) a contribution to a scholarship fund for defraying the cost of education to individuals where
the funds are awarded through an open and fair selection process;

(6) activities by an organization or a government entity which recognize humanitarian or
military service to the United States, the state of Minnesota, or a community, subject to rules of
the board, provided that the rules must not include mileage reimbursements in the computation of
the per occasion reimbursement limit and must impose no aggregate annual limit on the amount of
reasonable and necessary expenditures made to support:

(i) members of a military marching or color guard unit for activities conducted within the state;

(ii) members of an organization solely for services performed by the members at funeral
services; or

(iii) members of military marching, color guard, or honor guard units may be reimbursed for
participating in color guard, honor guard, or marching unit events within the state or states
contiguous to Minnesota at a per participant rate of up to $35 per occasion;

(7) recreational, community, and athletic facilities and activities intended primarily for persons
under age 21, provided that such facilities and activities do not discriminate on the basis of gender
and the organization complies with section 349.154;
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(8) payment of local taxes authorized under this chapter, taxes imposed by the United States on
receipts from lawful gambling, the taxes imposed by section 297E.02, subdivisions 1, 4, 5, and 6,
and the tax imposed on unrelated business income by section 290.05, subdivision 3;

(9) payment of real estate taxes and assessments on permitted gambling premises wholly
owned by the licensed organization paying the taxes, or wholly leased by a licensed veterans
organization under a national charter organized under section 501(c)(19) of the Internal Revenue
Code, not to exceed:

(i) for premises used for bingo, the amount that an organization may expend under board rules
on rent for bingo; and

(ii) $35,000 per year for premises used for other forms of lawful gambling;

(10) a contribution to the United States, this state or any of its political subdivisions, or any
agency or instrumentality thereof other than a direct contribution to a law enforcement or
prosecutorial agency;

(11) a contribution to or expenditure by a nonprofit organization which is a church or body of
communicants gathered in common membership for mutual support and edification in piety,
worship, or religious observances;

(12) payment of the reasonable costs of an audit required in section 297E.06, subdivision 4,
provided the annual audit is filed in a timely manner with the department of revenue;

(13) a contribution to or expenditure on a wildlife management project that benefits the public
at-large, provided that the state agency with authority over that wildlife management project
approves the project before the contribution or expenditure is made;

(14) expenditures, approved by the commissioner of natural resources, by an organization for
grooming and maintaining snowmobile trails and all-terrain vehicle trails that are (1) grant-in-aid
trails established under section 85.019, or (2) other trails open to public use, including purchase or
lease of equipment for this purpose; or

(15) conducting nutritional programs, food shelves, and congregate dining programs primarily
for persons who are age 62 or older or disabled; or

(16) a contribution to a community arts organization, or an expenditure to sponsor arts
programs in the community, including but not limited to visual, literary, performing, or musical
arts.

(b) Notwithstanding paragraph (a), "lawful purpose" does not include:

(1) any expenditure made or incurred for the purpose of influencing the nomination or election
of a candidate for public office or for the purpose of promoting or defeating a ballot question;

(2) any activity intended to influence an election or a governmental decision-making process;

(3) the erection, acquisition, improvement, expansion, repair, or maintenance of real property or
capital assets owned or leased by an organization, unless the board has first specifically authorized
the expenditures after finding that (i) the real property or capital assets will be used exclusively for
one or more of the purposes in paragraph (a); (ii) with respect to expenditures for repair or
maintenance only, that the property is or will be used extensively as a meeting place or event
location by other nonprofit organizations or community or service groups and that no rental fee is
charged for the use; (iii) with respect to expenditures, including a mortgage payment or other debt
service payment, for erection or acquisition only, that the erection or acquisition is necessary to
replace with a comparable building, a building owned by the organization and destroyed or made
uninhabitable by fire or natural disaster, provided that the expenditure may be only for that part of
the replacement cost not reimbursed by insurance; (iv) with respect to expenditures, including a
mortgage payment or other debt service payment, for erection or acquisition only, that the erection
or acquisition is necessary to replace with a comparable building a building owned by the
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organization that was acquired from the organization by eminent domain or sold by the
organization to a purchaser that the organization reasonably believed would otherwise have
acquired the building by eminent domain, provided that the expenditure may be only for that part
of the replacement cost that exceeds the compensation received by the organization for the
building being replaced; or (v) with respect to an expenditure to bring an existing building into
compliance with the Americans with Disabilities Act under item (ii), an organization has the
option to apply the amount of the board-approved expenditure to the erection or acquisition of a
replacement building that is in compliance with the Americans with Disabilities Act;

(4) an expenditure by an organization which is a contribution to a parent organization,
foundation, or affiliate of the contributing organization, if the parent organization, foundation, or
affiliate has provided to the contributing organization within one year of the contribution any
money, grants, property, or other thing of value;

(5) a contribution by a licensed organization to another licensed organization unless the board
has specifically authorized the contribution. The board must authorize such a contribution when
requested to do so by the contributing organization unless it makes an affirmative finding that the
contribution will not be used by the recipient organization for one or more of the purposes in
paragraph (a); or

(6) a contribution to a statutory or home rule charter city, county, or town by a licensed
organization with the knowledge that the governmental unit intends to use the contribution for a
pension or retirement fund.

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

Sec. 15. Laws 2001, First Special Session chapter 6, article 5, section 12, is amended to read:

Sec. 12. [SCHOOL DISTRICT FORMULA ADJUSTMENTS.]

Subdivision 1. [TAX RATE ADJUSTMENT.] The commissioner of children, families, and
learning must adjust each tax rate established under Minnesota Statutes, chapters 120A to 127A,
by multiplying the rate by the ratio of the statewide net tax capacity as calculated using the class
rates in effect for assessment year 2000 to the statewide total net tax capacity as calculated using
the class rates in effect for assessment year 2001, in both cases using taxable market values for
assessment year 2000.

Subd. 2. [EQUALIZING FACTORS.] The commissioner of children, families, and learning
must adjust each equalizing factor based upon adjusted net tax capacity per actual pupil unit
established under Minnesota Statutes, chapters 120A to 127A, by multiplying the equalizing factor
by the ratio of the statewide net tax capacity as calculated using the class rates in effect for
assessment year 2001 to the statewide total net tax capacity as calculated using the class rates in
effect for assessment year 2000, in both cases using taxable market values for assessment year
2000.

Subd. 3. [DEBT SERVICE TAX RATES AND EQUALIZING FACTORS.] The provisions in
subdivisions 1 and 2 do not apply to the equalizing factors and tax rates of the debt service
equalization aid program under Minnesota Statutes, section 123B.53.

Subd. 4. [SCHOOL DISTRICT BONDS.] The commissioner of children, families, and learning
must adjust the net debt limit percentage for special school district No. 1, Minneapolis, based upon
net tax capacity established under Minnesota Statutes, section 128D.11, subdivision 8, by
multiplying the net debt limit percentage by the ratio of the district’s net tax capacity as calculated
using the class rates in effect for assessment year 2000 to the district’s total net tax capacity as
calculated using the class rates in effect for assessment year 2001, in both cases using taxable
market values for assessment year 2000.

[EFFECTIVE DATE.] This section is effective retroactively for bonds issued after July 1,
2001.

Sec. 16. [CITY OF THIEF RIVER FALLS; NONPROFIT CORPORATION.]
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Subdivision 1. [NONPROFIT CORPORATION MAY BE ESTABLISHED.] The city of Thief
River Falls may incorporate or authorize the incorporation of a nonprofit corporation to operate a
community or regional center in the city.

Subd. 2. [BOARD OF DIRECTORS.] The corporation must be governed by a board of five
directors. The directors must be named by the Thief River Falls city council. No more than three
of the directors may be persons currently serving on the Thief River Falls city council. Board
members must not be compensated for their services but may be reimbursed for reasonable
expenses incurred in connection with their duties as board members.

Subd. 3. [ARTICLES AND BYLAWS.] The entity must be incorporated under Minnesota
Statutes, chapter 317A, and otherwise must comply with Minnesota Statutes, chapter 317A, except
to the extent Minnesota Statutes, chapter 317A, is inconsistent with this section.

Subd. 4. [EMPLOYEES.] Persons employed by the nonprofit corporation are not public
employees and must not participate in retirement, deferred compensation, insurance, or other plans
that apply to public employees generally.

Subd. 5. [STATUTORY COMPLIANCE.] The nonprofit corporation must comply with
Minnesota Statutes, section 465.719, subdivisions 9, 10, 11, 12, 13, and 14.

Sec. 17. [APPROPRIATION.]

(a) $585,000 in fiscal year 2002 and $7,015,000 in fiscal year 2003 are appropriated to the
commissioner of revenue from the general fund for tax compliance activities, including
identification and collection of tax liabilities from individuals and businesses that currently do not
pay all taxes owed, and audit and collection activity in the income tax, sales tax, lawful gambling,
insurance, and corporate areas. The base funding for these activities in fiscal years 2004 and 2005
is increased by $4,750,000 each year.

(b) The commissioner must include these tax compliance activities in the report required by
Laws 2001, First Special Session chapter 10, article 1, section 16, subdivision 2, paragraph (c).

(c) Laws 2002, chapter 220, article 10, section 38, does not apply to the positions necessary to
carry out the compliance activities identified in this section.

(d) If the legislative auditor determines that:

(1) actual revenue collections generated from tax compliance activities funded by Laws 2001,
First Special Session chapter 10, article 1, section 16, subdivision 2, paragraphs (a) and (b), will
not generate at least $52,000,000 in additional general fund revenue for the biennium ending June
30, 2003; or

(2) actual revenue collections generated from new tax compliance activities funded by the
appropriation in this section will not generate at least $7,600,000 in additional general fund
revenue for the biennium ending June 30, 2003;

then the commissioner of finance must cancel from the budget reserve account to the general fund
the difference between the $52,000,000 or the $7,600,000 and the actual additional general fund
revenue. The legislative auditor’s determination under this paragraph must be made in the
February 1, 2003, report to the legislature required by Laws 2001, First Special Session chapter
10, article 1, section 16.

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

Sec. 18. [REPEALER.]

Minnesota Statutes 2000, section 291.03, subdivision 2, is repealed effective for estates of
decedents dying after December 31, 2001."

Delete the title and insert:

6820 JOURNAL OF THE SENATE [112TH DAY



"A bill for an act relating to financing and operation of state and local government; modifying
provisions relating to income, franchise, sales and use, property, MinnesotaCare, gross receipts,
liquor, insurance, solid waste management, estate, minerals, and other taxes, property tax refunds,
tax liens, and tax administration; imposing a wind energy production tax; modifying property tax
and other state aids and credits; changing education aids and levies; modifying tax court
jurisdiction; authorizing local units of government to levy, impose, or abate taxes, issue debt, and
exercise other powers; extending and authorizing certain expenditures from the northeast
Minnesota economic protection trust fund; modifying levy limits; providing powers to and
imposing duties on the commissioner of revenue and other officials; clarifying utility rate
reduction provisions mandated by property tax reductions; modifying tax increment financing and
other economic development provisions; providing a time limit for offset of federal tax refunds;
changing lawful purpose for purposes of lawful gambling; providing for data privacy and
exchange of data; modifying certain debt limits; repealing an annexation provision; making
technical corrections; providing for the transfer of funds; providing for a budget reserve;
appropriating money; amending Minnesota Statutes 2000, sections 16A.152, by adding a
subdivision; 40A.151, subdivision 1; 40A.152, subdivisions 1, 3; 69.77, by adding a subdivision;
126C.44; 168A.05, by adding subdivisions; 270.063, subdivision 4; 270.60, subdivision 4;
270B.01, subdivision 8; 270B.02, subdivision 4; 270B.14, subdivision 8; 272.02, subdivision 15,
by adding subdivisions; 272.0212, subdivision 4; 273.125, subdivisions 3, 4; 273.1398,
subdivisions 1a, 2, 3; 278.01, subdivision 1; 279.01, subdivision 3; 289A.10, subdivision 1;
289A.19, subdivision 1; 290.01, subdivision 19a; 290.067, subdivisions 1, 2a; 290.081; 290.17,
subdivisions 2, 3; 290.191, subdivision 4; 290A.03, subdivision 3; 291.03, subdivision 1; 295.53,
subdivision 1; 295.57, by adding a subdivision; 296A.18, subdivision 8; 297A.66, by adding a
subdivision; 297A.67, subdivision 5, by adding a subdivision; 297A.68, by adding a subdivision;
297A.71, by adding subdivisions; 297A.96; 297G.07, subdivision 1; 297H.06, subdivision 2;
297I.05, subdivision 11; 298.27; 298.28, subdivisions 5, 9b, 11; 298.291; 469.1813, by adding a
subdivision; 477A.011, subdivision 20; 477A.15; Minnesota Statutes 2001 Supplement, sections
69.021, subdivision 5; 124D.86, subdivision 3; 126C.17, subdivision 7a; 126C.21, subdivision 4;
126C.40, subdivision 1; 126C.43, subdivision 3; 126C.48, subdivision 8; 216B.1646; 270.69,
subdivision 2; 270.691, subdivision 8; 270B.02, subdivision 3; 270B.08, subdivision 2; 271.01,
subdivision 5; 271.21, subdivision 2; 272.02, subdivision 22; 272.028; 273.121; 273.124,
subdivision 11; 273.13, subdivisions 22, 24, 25; 273.1384, subdivisions 1, 2; 273.1392; 273.1398,
subdivisions 4c, 4d; 275.065, subdivision 3; 275.70, subdivision 5; 275.71, subdivisions 2, 3, 6;
275.74, subdivision 2; 276.04, subdivision 2; 289A.02, subdivision 7; 289A.20, subdivisions 2, 4;
289A.60, subdivision 2; 290.01, subdivisions 19, 19b, 19c, 19d, 31; 290.0675, subdivisions 1, 3;
290.091, subdivision 2; 290.0921, subdivisions 2, 3, 6; 290.21, subdivision 4; 290A.03,
subdivision 15; 290A.04, subdivision 2h; 291.005, subdivision 1; 295.60, subdivisions 2, 7, by
adding subdivisions; 297A.61, subdivisions 3, 26, 31; 297A.66, subdivision 1; 297A.67,
subdivisions 25, 29; 297A.68, subdivision 3; 297A.70, subdivisions 3, 10; 297A.71, subdivision
23; 297A.75; 297A.995, subdivision 4; 298.01, subdivisions 3b, 4c; 298.225, subdivision 1;
298.28, subdivisions 4, 6, 9a, 10; 298.296, subdivision 2; 349.12, subdivision 25; 469.1734,
subdivision 6; 469.1763, subdivision 6; 469.1792, subdivision 1; 477A.011, subdivision 36;
477A.0123; 477A.013, subdivision 9; 477A.03, subdivision 2; 477A.07, subdivisions 1, 2, 3;
Laws 1990, chapter 604, article 6, section 9, subdivision 1, as amended; Laws 1993, chapter 375,
article 5, section 42; Laws 1995, chapter 264, article 5, section 45, subdivision 1, as amended;
Laws 1998, chapter 389, article 3, section 42; Laws 1998, chapter 389, article 8, section 37,
subdivision 2; Laws 2001, First Special Session chapter 5, article 9, section 3; Laws 2001, First
Special Session chapter 5, article 12, sections 11, 82, 95; Laws 2001, First Special Session chapter
6, article 1, section 53; Laws 2001, First Special Session chapter 6, article 4, sections 25, 27,
subdivision 9; Laws 2001, First Special Session chapter 6, article 5, section 12; proposing coding
for new law in Minnesota Statutes, chapters 126C; 272; repealing Minnesota Statutes 2000,
sections 272.02, subdivision 40; 290.01, subdivisions 19g, 32; 290.0921, subdivision 5; 291.03,
subdivision 2; 295.44; 297A.68, subdivision 26; Minnesota Statutes 2001 Supplement, sections
469.176, subdivision 1h; Laws 2001, First Special Session chapter 5, article 3, section 88;
Minnesota Rules, parts 8130.1400; 8130.2100; 8130.2350; 8130.2600; 8130.3000; 8130.3850;
8130.5000."

We request adoption of this report and repassage of the bill.
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House Conferees: (Signed) Ron Abrams, Dan McElroy, Bob Milbert, Roxann Daggett, Ann
Lenczewski

Senate Conferees: (Signed) Lawrence J. Pogemiller, Douglas J. Johnson, Linda Berglin, Dick
Day, Leonard R. Price

Senator Pogemiller moved that the foregoing recommendations and Conference Committee
Report on H.F. No. 2498 be now adopted, and that the bill be repassed as amended by the
Conference Committee. The motion prevailed. So the recommendations and Conference
Committee Report were adopted.

H.F. No. 2498 was read the third time, as amended by the Conference Committee, and placed
on its repassage.

The question was taken on the repassage of the bill, as amended by the Conference Committee.

The roll was called, and there were yeas 63 and nays 0, as follows:

Those who voted in the affirmative were:
Anderson Frederickson Larson Ourada Samuelson
Bachmann Higgins Lesewski Pappas Scheevel
Belanger Hottinger Limmer Pariseau Scheid
Berg Johnson, Dave Lourey Pogemiller Schwab
Berglin Johnson, Dean Marty Price Solon, Y.P.
Betzold Johnson, Debbie Metzen Ranum Stevens
Chaudhary Kelley, S.P. Moe, R.D. Reiter Stumpf
Cohen Kierlin Moua Rest Tomassoni
Day Kiscaden Murphy Ring Vickerman
Dille Kleis Neuville Robertson Wiener
Fischbach Knutson Oliver Robling Wiger
Foley Krentz Olson Sabo
Fowler Langseth Orfield Sams

So the bill, as amended by the Conference Committee, was repassed and its title was agreed to.

MEMBERS EXCUSED

Senator Johnson, Doug was excused from the Session of today from 8:30 to 10:30 a.m. and at
9:15 p.m. Senator Pogemiller was excused from the Session of today from 12:00 noon to 1:30 p.m.
Senator Scheevel was excused from the Session of today from 12:30 to 12:50 p.m. Senator Cohen
was excused from the Session of today from 12:30 to 1:00 p.m. Senator Wiener was excused from
the Session of today from 12:30 to 1:30 p.m. Senator Johnson, Debbie was excused from the
Session of today from 12:30 to 2:10 p.m. Senator Terwilliger was excused from the Session of
today from 12:30 to 3:25 p.m. Senator Oliver was excused from the Session of today from 1:30 to
3:30 p.m. Senators Kinkel and Lessard were excused from the Session of today at 9:15 p.m.
Senator Fischbach was excused from the Session of today from 11:00 to 11:15 p.m.

ADJOURNMENT

Senator Moe, R.D. moved that the Senate do now adjourn until 2:00 p.m., Thursday, May 16,
2002. The motion prevailed.

Patrick E. Flahaven, Secretary of the Senate
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