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To Pass as Amended
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Fiscal Calendar, Amended

Read Third Time as Amended

Passed by the House as Amended and transmitted to the Senate to include Floor Amendments

A bill for an act
relating to the financing and operation of state and local government; making
policy, technical, administrative, enforcement, collection, refund, clarifying,
and other changes to income, franchise, property, sales and use, minerals,
wheelage, mortgage, deed, and estate taxes, and other taxes and tax-related
provisions; providing for homestead credit state refund; providing for aids to
local governments; providing city foreclosure and deed grants; changing and
providing property tax exemptions and credits; modifying job opportunity
building zone program; modifying green acre eligibility requirements; providing
aggregate resource preservation property tax law; providing seasonal recreational
property tax deferral program; modifying eligibility for senior citizen tax
deferral program; modifying transit taxing district; modifying levies, property
valuation procedures, homestead provisions, property tax classes, and class rates;
requiring levy limits under certain contingencies; providing for and modifying
sales tax exemptions; exempting two-wheel, motorized vehicles from wheelage
tax; abolishing the political contribution refund; providing exclusion from
income for certain veterans' retirement benefits; providing credits; providing
for additional financing of metropolitan area transit and paratransit capital
expenditures; authorizing issuance of certain obligations; modifying provision
governing bonding for county libraries; changing and authorizing powers, duties,
and requirements of local governments and authorities and state departments
or agencies; modifying, extending, and authorizing certain tax increment
financing districts; authorizing and modifying local sales taxes; prohibiting
the imposition of new local sales taxes; providing federal updates; changing
accelerated sales tax; creating Surplus Lines Association of Minnesota; creating
Iron Range revitalization account; changing provisions related to data practices
and debt collection; requiring studies; providing appointments; appropriating
money; amending Minnesota Statutes 2006, sections 13.51, subdivision 3;
13.585, subdivision 5; 16D.02, subdivisions 3, 6; 16D.04, subdivision 2, as
amended; 60A.196; 163.051, subdivision 1; 168.012, subdivision 1, by adding a
subdivision; 168.013, subdivision 1f; 168A.03, subdivision 1; 169.01, by adding
a subdivision; 169.781, subdivision 1; 216B.1612, by adding a subdivision;
216B.1646; 270A.03, subdivision 7; 270A.08, subdivision 1; 270B.15; 270C.33,
subdivision 5; 270C.56, subdivisions 1, as amended, 3; 270C.85, subdivision 2;
272.02, subdivisions 13, 20, 21, 27, 31, 38, 49, by adding subdivisions; 272.03,
subdivision 3, by adding a subdivision; 273.11, subdivisions 1, 1a, 8, 14a, 14b,
by adding subdivisions; 273.111, subdivisions 3, as amended, 4, 8, 9, 11, 11a,
by adding a subdivision; 273.121, as amended; 273.124, subdivisions 1, 6, 13,
as amended, 21; 273.128, subdivision 1, as amended; 273.13, subdivisions 23,
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2.1 as amended, 24, 25, as amended, 33, 34, as added; 273.1384, subdivisions 1, 2;
22 274.01, subdivision 3; 274.014, subdivision 3; 274.14; 275.025, subdivisions

2.3 1, 2; 275.065, subdivisions 1c, 6, 8, 9, 10, by adding subdivisions; 275.70,

2.4 by adding a subdivision; 275.71; 276.04, subdivision 2, as amended; 282.08;

2.5 287.20, subdivisions 3a, 9, by adding a subdivision; 289A.12, by adding a

2.6 subdivision; 289A.18, subdivision 1, as amended; 289A.19, subdivision 2, by
2.7 adding a subdivision; 289A.20, subdivision 4, as amended; 289A.40, subdivision
2.8 1; 289A.50, subdivision 1; 289A.55, by adding a subdivision; 289A.60,

2.9 subdivision 15, as amended, by adding a subdivision; 290.01, subdivisions 6, 6b,
2.10 19a, as amended, 29, by adding a subdivision; 290.06, by adding subdivisions;
2.11 290.068, subdivisions 1, 3, by adding subdivisions; 290.07, subdivision 1;

2.12 290.091, subdivision 2, as amended; 290.21, subdivision 4; 290.92, subdivisions
2.13 1, 26, 31, as added; 290A.03, subdivision 13; 290A.04, subdivisions 2h, 3, 4,
2.14 by adding subdivisions; 290B.03, subdivision 1; 290B.04, subdivisions 1, 3, 4;
2.15 290B.05, subdivision 1; 290B.07; 291.03, subdivision 1; 295.50, subdivision 4;
2.16 295.52, subdivision 4, as amended; 295.53, subdivision 4a; 296A.07, subdivision
2.17 4; 296A.08, subdivision 3; 296A.16, subdivision 2; 297A.61, subdivisions 22,
2.18 29; 297A.665, as amended; 297A.67, subdivision 7, as amended; 297A.70,

2.19 subdivisions 2, 8; 297A.71, subdivision 23, by adding subdivisions; 297A.75;
2.20 297A.99, subdivision 1, as amended; 297A.995, subdivision 10, by adding

221 subdivisions; 297B.01, subdivision 7, by adding a subdivision; 297B.03;

222 297F.01, subdivision 8; 297F.09, subdivision 10, as amended; 297F.21,

223 subdivision 1; 297G.01, subdivision 9; 297G.09, subdivision 9, as amended;
2.24 297H.09; 2971.05, subdivision 12; 298.24, subdivision 1, as amended; 298.75,
2.25 subdivisions 1, 2, 6, 7; 365A.095; 383A.80, subdivision 4; 383A.81, subdivisions
2.26 1, 2; 383B.80, subdivision 4; 383E.20; 429.101, subdivision 1; 469.033,

2.27 subdivision 6; 469.040, subdivision 4; 469.174, subdivision 10b; 469.177,

2.28 subdivision 1c, by adding a subdivision; 469.1813, subdivision 8; 469.312, by
2.29 adding a subdivision; 469.319; 469.3201; 473.39, by adding a subdivision;

2.30 473.446, subdivisions 2, 8; 477A.011, subdivisions 34, 36, as amended, by

231 adding subdivisions; 477A.0124, subdivision 5; 477A.013, subdivisions 1, 8,
2.32 as amended, 9, as amended; 477A.03; Minnesota Statutes 2007 Supplement,
233 sections 115A.1314, subdivision 2; 268.19, subdivision 1; 273.1231, subdivision
2.34 7, by adding a subdivision; 273.1232, subdivision 1; 273.1233, subdivisions 1,
235 3;273.1234; 273.1235, subdivisions 1, 3; 273.124, subdivision 14; 273.1393;
2.36 275.065, subdivisions 1, 1a, 3; 290.01, subdivision 19b, as amended; 298.227;
2.37 Laws 1991, chapter 291, article 8, section 27, subdivisions 3, as amended, 4, as
238 amended; Laws 1995, chapter 264, article 5, section 46, subdivision 2; Laws
2.39 2003, chapter 127, article 10, section 31, subdivision 1; Laws 2006, chapter 259,
2.40 article 10, section 14, subdivision 1; Laws 2008, chapter 154, article 2, section
241 11; article 3, section 7; article 9, sections 23; 24; proposing coding for new law
242 in Minnesota Statutes, chapters 60A; 116J; 169; 216F; 273; 298; 373; 383C;
2.43 383D; 383E; 469; proposing coding for new law as Minnesota Statutes, chapter
2.44 290D; repealing Minnesota Statutes 2006, sections 10A.322, subdivision 4;

245 273.11, subdivision 14; 273.111, subdivision 6; 290.06, subdivision 23; 290.191,
2.46 subdivision 4; 290A.04, subdivisions 2, 2b; 473.4461; 477A.014, subdivision 5;
2.47 Minnesota Statutes 2007 Supplement, section 477A.014, subdivision 4; Laws
248 2005, First Special Session chapter 3, article 5, section 24; Minnesota Rules,
2.49 parts 8031.0100, subpart 3; 8093.2100.

2.50 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
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ARTICLE 1
HOMESTEAD CREDIT STATE REFUND

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

Subdivision 1. Residential homestead market value credit. (a) Each county
auditor shall determine a homestead credit for each class 1a, 1b, and 2a homestead
property within the county equal to 0.4 percent of the first $76,000 of market value
of the property minus .09 percent of the market value in excess of $76,000. The credit
amount may not be less than zero. In the case of an agricultural or resort homestead, only
the market value of the house, garage, and immediately surrounding one acre of land is
eligible in determining the property's homestead credit. In the case of a property that
is classified as part homestead and part nonhomestead, (i) the credit shall apply only
to the homestead portion of the property, but (ii) if a portion of a property is classified
as nonhomestead solely because not all the owners occupy the property, not all the
owners have qualifying relatives occupying the property, or solely because not all the
spouses of owners occupy the property, the credit amount shall be initially computed as
if that nonhomestead portion were also in the homestead class and then prorated to the
owner-occupant's percentage of ownership. For the purpose of this section, when an
owner-occupant's spouse does not occupy the property, the percentage of ownership for
the owner-occupant spouse is one-half of the couple's ownership percentage.

(b) For property taxes payable in 2009 and thereafter, the county auditor shall

determine the amount of the homestead credit under paragraph (a) and this paragraph.

The county auditor shall report the amount of the credit to the taxpayer on the property

tax statement or in another manner, as authorized by the commissioner of revenue. The

amount of the credit allowed for the property taxes payable year is to be computed as the

following percentage of the credit amount under paragraph (a):

(1) for property taxes payable in 2009, 100 percent; and

(2) for property taxes payable in 2010 and thereafter, 60 percent.

EFFECTIVE DATE. This section is effective beginning for property taxes payable

in 2009.

Sec. 2. Minnesota Statutes 2006, section 276.04, subdivision 2, as amended by Laws
2008, chapter 154, article 2, section 19, 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

Article 1 Sec. 2. 3
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of the property tax statement and its contents. The statement must contain a tabulated
statement of the dollar amount due to each taxing authority and the amount of the state
tax from the parcel of real property for which a particular tax statement is prepared. The
dollar amounts attributable to the county, the state tax, the voter approved school tax, the
other local school tax, the township or municipality, and the total of the metropolitan
special taxing districts as defined in section 275.065, subdivision 3, paragraph (i), must
be separately stated. The amounts due all other special taxing districts, if any, may be
aggregated except that any levies made by the regional rail authorities in the county of
Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, or Washington under chapter 398A
shall be listed on a separate line directly under the appropriate county's levy. If the county
levy under this paragraph includes an amount for a lake improvement district as defined
under sections 103B.501 to 103B.581, the amount attributable for that purpose must be
separately stated from the remaining county levy amount. In the case of Ramsey County,
if the county levy under this paragraph includes an amount for public library service
under section 134.07, the amount attributable for that purpose may be separated from the
remaining county levy amount. The amount of the tax on homesteads qualifying under the
senior citizens' property tax deferral program under chapter 290B is the total amount of
property tax before subtraction of the deferred property tax amount. The amount of the
tax on contamination value imposed under sections 270.91 to 270.98, if any, must also
be separately stated. The dollar amounts, including the dollar amount of any special
assessments, may be rounded to the nearest even whole dollar. For purposes of this section
whole odd-numbered dollars may be adjusted to the next higher even-numbered dollar.
The amount of market value excluded under section 273.11, subdivision 16, if any, must
also be listed on the tax statement.

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

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

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

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

(3) the-property'sgross-tax;beforecredits: any items required by the commissioner

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

Article 1 Sec. 2. 4
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67 (4) the net tax payable in the manner required in paragraph (a).

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

the information on a single announcement.

EFFECTIVE DATE. This section is effective for taxes payable in 2009 and

thereafter.

Sec. 3. Minnesota Statutes 2006, section 290.01, subdivision 19a, as amended by Laws

2008, chapter 154, article 3, section 2, and Laws 2008, chapter 154, article 4, section 3,
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)(1) 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

Article 1 Sec. 3. 5
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(ii1) 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 (i) income or sales and use taxes paid or accrued within the
taxable year under this chapter and the amount of taxes based on net income paid or sales
and use taxes paid to any other state or to any province or territory of Canada, and (ii)

the amount of real and personal property taxes paid or accrued within the taxable year,

to the extent allowed as a deduction under section 63(d) of the Internal Revenue Code,
but the addition may not be more than the amount by which the itemized deductions as
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 or sales and use tax is the last itemized deduction

disallowed, real property tax is the second to last itemized deduction disallowed, and

personal property tax is the third to 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)(i1) of the Tax Reform Act of 1986, Public Law 99-514, applies;

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

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

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

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

amount of the loss from the activity that is not allowed in the taxable year. In succeeding

Article 1 Sec. 3. 6
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taxable years when the losses not allowed in the taxable year are allowed, the depreciation
under section 168(k) is allowed;

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

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

(10) the exclusion allowed under section 139A of the Internal Revenue Code for
federal subsidies for prescription drug plans;

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

(12) for taxable years beginning after December 31, 2006, and before January 1,
2008, the amount deducted for qualified tuition and related expenses under section 222 of
the Internal Revenue Code, to the extent deducted from gross income; and

(13) for taxable years beginning after December 31, 2006, and before January 1,
2008, the amount deducted for certain expenses of elementary and secondary school
teachers under section 62(a)(2)(D) of the Internal Revenue Code, to the extent deducted

from gross income.

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

Sec. 4. Minnesota Statutes 2006, section 290A.03, subdivision 13, is amended to read:
Subd. 13. Property taxes payable. "Property taxes payable" means the property
tax exclusive of special assessments, penalties, and interest payable on a claimant's
homestead after deductions made under sections 273.135, 27313845 273.1391, 273.42,
subdivision 2, and any other state paid property tax credits in any calendar year, and
after any refund claimed and allowable under section 290A.04, subdivision 2h, that is

first payable in the year that the property tax is payable. Beginning for property taxes

payable in 2009, the amount of the credit under section 273.1384, subdivision 1, must

not be deducted in computing property taxes payable. In the case of a claimant who

makes ground lease payments, "property taxes payable" includes the amount of the
payments directly attributable to the property taxes assessed against the parcel on which
the house is located. No apportionment or reduction of the "property taxes payable" shall
be required for the use of a portion of the claimant's homestead for a business purpose if
the claimant does not deduct any business depreciation expenses for the use of a portion
of the homestead in the determination of federal adjusted gross income. For homesteads

which are manufactured homes as defined in section 273.125, subdivision 8, and for

Article 1 Sec. 4. 7
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homesteads which are park trailers taxed as manufactured homes under section 168.012,
subdivision 9, "property taxes payable" shall also include 19 percent of the gross rent paid
in the preceding year for the site on which the homestead is located. When a homestead
is owned by two or more persons as joint tenants or tenants in common, such tenants
shall determine between them which tenant may claim the property taxes payable on the
homestead. If they are unable to agree, the matter shall be referred to the commissioner of
revenue whose decision shall be final. Property taxes are considered payable in the year
prescribed by law for payment of the taxes.

In the case of a claim relating to "property taxes payable," the claimant must have
owned and occupied the homestead on January 2 of the year in which the tax is payable
and (i) the property must have been classified as homestead property pursuant to section
273.124, on or before December 15 of the assessment year to which the "property taxes
payable" relate; or (ii) the claimant must provide documentation from the local assessor
that application for homestead classification has been made on or before December 15
of the year in which the "property taxes payable" were payable and that the assessor has

approved the application.

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

property taxes payable in 2009.

Sec. 5. Minnesota Statutes 2006, section 290A.04, subdivision 2h, is amended to read:

Subd. 2h. Additional refund. (a) If the gross property taxes payable on a homestead
increase more than 12 percent over the property taxes payable in the prior year on the same
property that is owned and occupied by the same owner on January 2 of both years, and the
amount of that increase is $100 or more, a claimant who is a homeowner shall be allowed
an additional refund equal to 60 percent of the amount of the increase over the greater of 12
percent of the prior year's property taxes payable or $100. This subdivision shall not apply
to any increase in the gross property taxes payable attributable to improvements made to
the homestead after the assessment date for the prior year's taxes. This subdivision shall
not apply to any increase in the gross property taxes payable attributable to the termination

of valuation exclusions under section 273.11, subdivision 16, or to the reduction in the

homestead market value credit under section 273.1384, subdivision 1, paragraph (b).

The maximum refund allowed under this subdivision is $1,000.

(b) For purposes of this subdivision "gross property taxes payable" means property
taxes payable determined without regard to the refund allowed under this subdivision.

(c) In addition to the other proofs required by this chapter, each claimant under

this subdivision shall file with the property tax refund return a copy of the property tax

Article 1 Sec. 5. 8
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9.1 statement for taxes payable in the preceding year or other documents required by the

9.2 commissioner.

9.3 (d) Upon request, the appropriate county official shall make available the names and
9.4 addresses of the property taxpayers who may be eligible for the additional property tax
9.5 refund under this section. The information shall be provided on a magnetic computer

9.6 disk. The county may recover its costs by charging the person requesting the information
9.7 the reasonable cost for preparing the data. The information may not be used for any

9.8 purpose other than for notifying the homeowner of potential eligibility and assisting the
9.9 homeowner, without charge, in preparing a refund claim.

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

9.11 payable in 2009 and thereafter.

9.12 Sec. 6. Minnesota Statutes 2006, section 290A.04, is amended by adding a subdivision
9.13 to read:

9.14 Subd. 2k. Homestead credit state refund. (a) A claimant who is a homeowner

9.15 is entitled to a state refund of the amount of the property taxes payable in excess of two

9.16 percent of the claimant's household income, based on the percentage and maximum for the

9.17 appropriate household income level shown below. The refund amount determined from the

9.18 table must be reduced further by the amount of the homestead market value credit under

9.19 section 273.1384, subdivision 1, paragraph (b), but not to an amount that is less than zero.

9.20 Household Income Refund Percentage Maximum State Refund

9.21 0 to $5,399 90 percent $2,500
9.22 5,400 to 18,899 85 percent 2,500
9.23 18,900 to 26,999 80 percent 2,500
9.24 27,000 to 32,399 70 percent 2,500
9.25 32,400 to 37,799 65 percent 2,500
9.26 37,800 to 45,899 60 percent 2,500
9.27 45,900 to 64,699 55 percent 2,500
9.28 64,700 to 80,899 50 percent 2,300
9.29 80,900 to 94,399 45 percent 2,100
9.30 94,400 to 99,299 40 percent 1,900
9.31 99,300 to 104,099 35 percent 1,700
9.32 104,100 to 115,599 30 percent 1,500
9.33 115,600 to 127,199 25 percent 1,250
9.34 127,200 to 134,099 25 percent 1,000
9.35 134,100 to 138,799 25 percent 750
9.36 138,800 to 144,399 25 percent 500
9.37 144,400 to 200,000 25 percent 250

Article 1 Sec. 6. 9
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(b) No payment is allowed under paragraph (a) if the claimant's household income

is more than $200.000.

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

property taxes payable in 2009.

Sec. 7. Minnesota Statutes 2006, section 290A.04, is amended by adding a subdivision
to read:

Subd. 21. Revenue neutrality. (a) No later than August 1st of each year, beginning

in 2010, the commissioner must calculate the amount of revenue estimated to be raised in

the next fiscal year through the limitation of the residential homestead market value credit

in section 273.1384, subdivision 1, paragraph (b), and the disallowance of the deduction

of real and personal property taxes in section 290.01, subdivision 19a, clause (2). The

commissioner must also estimate the total amount estimated to be paid to homeowners

in refunds based on taxes payable in the next calendar year under the homestead credit

state refund in subdivision 2k, and the amount that would have been paid in refunds based

on taxes payable in the next calendar year under the homeowner property tax refund if

section 290A.04, subdivision 2, had not been repealed.

(b) If the commissioner estimates that more revenue will be raised in the next fiscal

year through the limitation of the residential homestead market value credit and the

disallowance of the real and personal property tax deduction than will be paid in increased

refunds under the homestead credit state refund as compared with the repealed homeowner

property tax refund, and if the revenue raised exceeds the additional refunds to be paid by

more than $5,000,000, then the commissioner must adjust the maximum refunds allowed

under subdivision 2k for refunds based on taxes payable in the next calendar year. The

adjustment applies to the maximum refunds after the inflation adjustment provided in

subdivision 4. The commissioner must adjust the maximum refunds for all income ranges

proportionately, rounded to the nearest $10 amount as provided in subdivision 4, paragraph

(b), so that the amount estimated to be paid in refunds based on taxes payable in the next

calendar year approximates but does not exceed the revenue estimated to be raised through

the limitation of the residential homestead market value credit and the disallowance of the

real and personal property tax deduction in the next fiscal year. The determination of the

commissioner under this subdivision is not a rule under the Administrative Procedure Act.

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

for refunds based on property taxes payable in 2011 and following years.
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Sec. 8. Minnesota Statutes 2006, section 290A.04, subdivision 3, is amended to read:

Subd. 3. Table. The commissioner of revenue shall construct and make available
to taxpayers a comprehensive table showing the property-taxes-to-bepard-and refund
allowed at various levels of income and-assessment. The table shall follow the schedule
of income percentages, maximums and other provisions specified in subdtviston=2 this
section, except that the commissioner may graduate the transition between income
brackets. All refunds shall be computed in accordance with tables prepared and issued
by the commissioner of revenue.

The commissioner shall include on the form an appropriate space or method for the
claimant to identify if the property taxes paid are for a manufactured home, as defined in
section 273.125, subdivision 8, paragraph (c), or a park trailer taxed as a manufactured

home under section 168.012, subdivision 9.

Sec. 9. Minnesota Statutes 2006, section 290A.04, subdivision 4, is amended to read:
Subd. 4. Inflation adjustment. (a) Beginning for property tax refunds payable in
calendar year 2662 2010, the commissioner shall annually adjust the dollar amounts of the

income thresholds and the maximum refunds under stbdtvstons=2-and—=2a subdivision 2k

for inflation. The commissioner shall make the inflation adjustments in accordance with
section 1(f) of the Internal Revenue Code, except that for purposes of this subdivision
the percentage increase shall be determined from the year ending on June 30, 2666 2008,
to the year ending on June 30 of the year preceding that in which the refund is payable.
The commissioner shall use the appropriate percentage increase to annually adjust the

income thresholds and maximum refunds under sabdtvistons2and=2a subdivision 2k for

inflation without regard to whether or not the income tax brackets are adjusted for inflation
in that year. The commissioner shall round the thresholds and the maximum amounts,
as adjusted to the nearest $10 amount. If the amount ends in $5, the commissioner shall
round it up to the next $10 amount.

The commissioner shall annually announce the adjusted refund schedule at the same
time provided under section 290.06. The determination of the commissioner under this
subdivision is not a rule under the Administrative Procedure Act.

(b) Beginning for property tax refunds payable in calendar year 2002, the

commissioner shall annually adjust the dollar amounts of the income thresholds and

the maximum refunds under subdivision 2a for inflation. The commissioner shall make

the inflation adjustments in accordance with section 1(f) of the Internal Revenue Code,

except that for purposes of this subdivision the percentage increase shall be determined

from the year ending on June 30, 2000, to the year ending on June 30 of the year

Article 1 Sec. 9. 11
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preceding that in which the refund is payable. The commissioner shall use the appropriate

percentage increase to annually adjust the income thresholds and maximum refunds under

subdivision 2a for inflation without regard to whether or not the income tax brackets are

adjusted for inflation in that year. The commissioner shall round the thresholds and the

maximum amounts, as adjusted to the nearest $10 amount. If the amount ends in $5, the

commissioner shall round it up to the next $10 amount. The commissioner shall annually

announce the adjusted refund schedule at the same time provided under section 290.06.

The determination of the commissioner under this subdivision is not a rule under the

Administrative Procedure Act.

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

property taxes payable in 2010.

Sec. 10. TAXPAYER ASSISTANCE SERVICES; HOMESTEAD CREDIT
STATE REFUND.

(a) $100,000 in fiscal year 2009 is appropriated from the general fund to the

commissioner of revenue to make grants to one or more nonprofit organizations,

qualifying under section 501(¢)(3) of the Internal Revenue Code of 1986, to coordinate,

facilitate, encourage, and aid in the provision of taxpayer assistance services. The

commissioner must award grants under this section so as to increase the availability of

taxpayer assistance services after April 15th, to assist homeowners in filing claims for

the homestead credit state refund, and to increase participation in the program. This

appropriation is one-time and is not added to the agency's base budget.

(b) "Taxpayer assistance services' means accounting and tax preparation services

provided by volunteers to low-income and disadvantaged Minnesota residents to help

them file federal and state income tax returns, Minnesota renter property tax refund

claims, and Minnesota homestead credit state refund claims, and may include provision of

personal representation before the Department of Revenue and Internal Revenue Service.

Sec. 11. REPEALER.

Minnesota Statutes 2006, section 290A.04, subdivisions 2 and 2b, are repealed.

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

payable in 2009 and thereafter.
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ARTICLE 2
AIDS TO LOCAL GOVERNMENTS

Section 1. Minnesota Statutes 2006, section 477A.011, subdivision 34, i1s amended to
read:

Subd. 34. City revenue need. (a) For a city with a population equal to or greater
than 2,500, "city revenue need" is the sum of (1) 5.0734098 times the pre-1940 housing
percentage; plus (2) 19.141678 times the population decline percentage; plus (3)
2504.06334 times the road accidents factor; plus (4) 355.0547; minus (5) the metropolitan
area factor; minus (6) 49.10638 times the household size.

(b) For a city with a population less than 2,500, "city revenue need" is the sum of
(1) 2.387 times the pre-1940 housing percentage; plus (2) 2.67591 times the commercial
industrial percentage; plus (3) 3.16042 times the population decline percentage; plus (4)
1.206 times the transformed population; minus (5) 62.772.

(c) For a city with a population of 2,500 or more and a population in one of the most
recently available five years that was less than 2,500, "city revenue need" is the sum of (1)
its city revenue need calculated under paragraph (a) multiplied by its transition factor;
plus (2) its city revenue need calculated under the formula in paragraph (b) multiplied
by the difference between one and its transition factor. For purposes of this paragraph, a
city's "transition factor" is equal to 0.2 multiplied by the number of years that the city's
population estimate has been 2,500 or more. This provision only applies for aids payable
in calendar years 2006 to 2008 to cities with a 2002 population of less than 2,500. It

applies to any city for aids payable in 2009 and thereafter. The city revenue need under

this paragraph may not be less than 290.

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

(e) For aids certified in 2010 and subsequent years, the city revenue need is equal

to the average of (1) the city's revenue need calculated under paragraphs (a) to (d)

based on data available by January 1 in the year the aid is certified, and (2) its revenue

need calculated under paragraphs (a) to (d) based on data available by January 1 in the

previous year.

tey (f) For calendar year 2005 and subsequent years, the city revenue need for a city,
as determined in paragraphs (a) to &y (e), is multiplied by the ratio of the annual implicit
price deflator for government consumption expenditures and gross investment for state
and local governments as prepared by the United States Department of Commerce, for
the most recently available year to the 2003 implicit price deflator for state and local

government purchases.

Article 2 Section 1. 13
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EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Sec. 2. Minnesota Statutes 2006, section 477A.011, subdivision 36, as amended by
Laws 2008, chapter 154, article 1, section 1, is amended to read:

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

(b) The city aid base for any city with a population less than 500 is increased by
$40,000 for aids payable in calendar year 1995 and thereafter, and the maximum amount
of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is also
increased by $40,000 for aids payable in calendar year 1995 only, provided that:

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

(i1) the city portion of the tax capacity rate exceeds 100 percent; and

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

(c) The city aid base for a city is increased by $20,000 in 1998 and thereafter and
the maximum amount of total aid it may receive under section 477A.013, subdivision 9,
paragraph (c), is also increased by $20,000 in calendar year 1998 only, provided that:

(1) the city has a population in 1994 of 2,500 or more;

(i1) the city is located in a county, outside of the metropolitan area, which contains a
city of the first class;

(ii1) the city's net tax capacity used in calculating its 1996 aid under section
477A.013 is less than $400 per capita; and

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

(d) The city aid base for a city is increased by $200,000 in 1999 and thereafter and
the maximum amount of total aid it may receive under section 477A.013, subdivision 9,
paragraph (c), is also increased by $200,000 in calendar year 1999 only, provided that:

(1) the city was incorporated as a statutory city after December 1, 1993;

(ii) its city aid base does not exceed $5,600; and

(ii1) the city had a population in 1996 of 5,000 or more.

Article 2 Sec. 2. 14
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6 (e) 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.

tg> (f) The city aid base for a city is increased by $200,000 in 2000 and thereafter,
and the maximum amount of total aid it may receive under section 477A.013, subdivision
9, paragraph (c), is also increased by $200,000 in calendar year 2000 only, provided that:

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

(2) the net tax capacity of the city used in calculating its 1999 aid under section
477A.013 is less than $650 per capita;

(3) the pre-1940 housing percentage of the city used in calculating 1999 aid under
section 477A.013 is greater than 12 percent;

(4) the 1999 local government aid of the city under section 477A.013 is less than
20 percent of the amount that the formula aid of the city would have been if the need
increase percentage was 100 percent; and

(5) the city aid base of the city used in calculating aid under section 477A.013
is less than $7 per capita.

) (g) The city aid base for a city is increased by $102,000 in 2000 and thereafter,
and the maximum amount of total aid it may receive under section 477A.013, subdivision
9, paragraph (c), is also increased by $102,000 in calendar year 2000 only, provided that:

(1) the city has a population in 1997 of 2,000 or more;

(2) the net tax capacity of the city used in calculating its 1999 aid under section
477A.013 is less than $455 per capita;

(3) the net levy of the city used in calculating 1999 aid under section 477A.013 is
greater than $195 per capita; and

(4) the 1999 local government aid of the city under section 477A.013 is less than
38 percent of the amount that the formula aid of the city would have been if the need

increase percentage was 100 percent.
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9 (h) 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.

) (i) The city aid base for a city is increased by $7,200 in 2001 and thereafter, and
the maximum amount of total aid it may receive under section 477A.013, subdivision 9,
paragraph (c), is also increased by $7,200 in calendar year 2001 only, provided that:

(1) the city had a population in 1998 that is greater than 200 but less than 500;

(2) the city's commercial industrial percentage used in calculating aids payable in
2000 was less than ten percent;

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

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

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

o (j) 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.

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

located outside of the seven-county metropolitan area is increased in 2002 and thereafter,
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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)(1) the total population of the city, as determined by the United States Bureau of
the Census, in the 2000 census, (ii) minus 5,000, (ii1) times 60; or

(2) $2,500,000.

tmy (1) 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.

fmy (m) The city aid base for a city is increased by $150,000 in calendar years 2002
to 2011 and by an additional $75,000 in calendar years 2009 to 2014 and the maximum
amount of total aid it may receive under section 477A.013, subdivision 9, paragraph (c), is
also increased by $150,000 in calendar year 2002 only and by $75,000 in calendar year
2009 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.

toy (n) The city aid base for a city is increased by $200,000 beginning in calendar
year 2003 and the maximum amount of total aid it may receive under section 477A.013,
subdivision 9, paragraph (c), 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.

Py (0) The city aid base for a city is increased by $200,000 in 2004 only and the
maximum amount of total aid it may receive under section 477A.013, subdivision 9, is
also increased by $200,000 in calendar year 2004 only, if the city is the site of a nuclear
dry cask storage facility.

te (p) The city aid base for a city is increased by $10,000 in 2004 and thereafter
and the maximum total aid it may receive under section 477A.013, subdivision 9, is also

increased by $10,000 in calendar year 2004 only, if the city was included in a federal
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major disaster designation issued on April 1, 1998, and its pre-1940 housing stock was
decreased by more than 40 percent between 1990 and 2000.

) (q) The city aid base for a city is increased by $30,000 in 2009 and thereafter
and the maximum total aid it may receive under section 477A.013, subdivision 9, is also
increased by $25,000 in calendar year 2006 only if the city had a population in 2003
of at least 1,000 and has a state park for which the city provides rescue services and

which comprised at least 14 percent of the total geographic area included within the

city boundaries in 2000.

9 (r) The city aid base for a city is increased by $80,000 in 2009 and thereafter and
the minimum and maximum amount of total aid it may receive under section 477A.013,
subdivision 9, is also increased by $80,000 in calendar year 2009 only, if:

(1) as of May 1, 2006, at least 25 percent of the tax capacity of the city is proposed
to be placed in trust status as tax-exempt Indian land;

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

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

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

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

(2) its city net tax capacity for aids payable in 2006 was less than $300 per capita;

(3) the ratio of its pay 2005 tax levy compared to its city net tax capacity for aids
payable in 2006 was greater than 110 percent; and

(4) it is located in a county where at least 15,000 acres of land are classified as
tax-exempt Indian reservations according to the 2004 abstract of tax-exempt property.

v (t) The city aid base for a city is increased by $30,000 in 2009 only, and the
maximum total aid it may receive under section 477A.013, subdivision 9, is also increased
by $30,000 in calendar year 2009, only if the city had a population in 2005 of less than
3,000 and the city's boundaries as of 2007 were formed by the consolidation of two cities
and one township in 2002.

(u) The city aid base for a city is increased by $100,000 in 2009 and thereafter, and

the maximum total aid it may receive under section 477A.013, subdivision 9, is also
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increased by $100,000 in calendar year 2009 only, if the city had a city net tax capacity for

aids payable in 2007 of less than $150 per capita and the city experienced flooding on

March 14, 2007, that resulted in evacuation of at least 40 homes.

(v) The city aid base for a city is increased by $200,000 in 2009 to 2013, and the

maximum total aid it may receive under section 477A.013, subdivision 9, is also increased

by $200,000 in calendar year 2009 only, if the city:

(1) 1s located outside of the Minneapolis-St. Paul standard metropolitan statistical

area,

(2) has a 2005 population greater than 7,000 but less than 8,000; and

(3) has a 2005 net tax capacity per capita of less than $500.

(w) The city aid base is increased by $80,000 in calendar years 2009 to 2018 and the

maximum amount of total aid it may receive under section 477A.013, subdivision 9, is

increased by $80,000 in calendar year 2009 only, provided that:

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

(2) its population in 2006 is less than 200; and

(3) the percentage of its housing stock built before 1940, according to the 2000

United States Census, is greater than 40 percent.

(x) The city aid base for a city is increased by $100,000 in 2009 and thereafter and

the minimum and maximum total amount of aid it may receive under this section is also

increased by $100,000 in calendar year 2009 only, provided that:

(1) the city is located in the metropolitan area and its 2006 population is less than

2,500;

(2) at least 25 percent of its housing was built before 1940 and at least 50 percent of

its housing is rental housing, according to the 2000 United States census;

(3) the median household income in the city is 80 percent or less than the median

household income in the metropolitan area and 50 percent or less than the median

household income for all cities contiguous to that city, according to the 2000 United

States Census; and

(4) at least 60 percent of the land and water acres in the city are classified as

tax-exempt property, according to its 2008 planning document.

(y) The city aid base is increased by $90,000 in calendar year 2009 only and the

minimum and maximum total amount of aid it may receive under section 477A.013,

subdivision 9, is also increased by $90,000 in calendar year 2009 only, provided that the

city is located in the seven-county metropolitan area, has a 2006 population between 5,000

and 7,000 and has a 1997 population of over 7,000.
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EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Sec. 3. Minnesota Statutes 2006, section 477A.011, is amended by adding a
subdivision to read:

Subd. 41. Small city aid base. (a) "Small city aid base" for a city with a population

less than 5,000 is equal to $9 multiplied by its population. The small city aid base for

all other cities is equal to zero.

(b) For calendar year 2010 and subsequent years, the small city aid base for a city,

as determined in paragraph (a), is multiplied by the ratio of the annual implicit price

deflator for government consumption expenditures and gross investment for state and

local governments as prepared by the United States Department of Commerce for the most

recently available year to the 2007 implicit price deflator for state and local government

purchases.

EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Sec. 4. Minnesota Statutes 2006, section 477A.011, is amended by adding a
subdivision to read:

Subd. 42. City jobs base. (a) "City jobs base" for a city with a population of 5,000

or more is equal to the product of (1) $30, (2) the number of jobs per capita in the city, and

(3) its population. For cities with a population less than 5,000, the city jobs base is equal

to zero. For a city receiving aid under section 477A.011, subdivision 36, paragraph (1), its

city jobs base is reduced by the lesser of one-half of the amount of aid received under that

paragraph or $1,200,000. No city's jobs base may exceed $5,000,000 under this paragraph.

(b) For calendar year 2010 and subsequent years, the city jobs base for a city,

as determined in paragraph (a), is multiplied by the ratio of the annual implicit price

deflator for government consumption expenditures and gross investment for state and

local governments as prepared by the United States Department of Commerce for the most

recently available year to the 2007 implicit price deflator for state and local government

purchases.

(c) For purposes of this subdivision, "jobs per capita in the city" means (1) the

average annual number of employees in the city based on the data from the Quarterly

Census of Employment and Wages, as reported by the Department of Employment and

Economic Development, for the most recent calendar year available as of January 1 of
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the year in which the aid is calculated, divided by (2) the city's population for the same

calendar year as the employment data.

EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Sec. 5. Minnesota Statutes 2006, section 477A.0124, subdivision 5, 1s amended to read:

Subd. 5. County transition aid. (a) For2605;acounty-ts—echgibte-for-transttion

ter12667; For 2009 and each year thereafter, a county is eligible to receive
onfre-third-of the transition aid it received in 2665 2007.

(b) In 2009 only, a county with (1) a 2006 population less than 30,000, and (2)

an average Part I crimes per capita greater than 3.9 percent based on factors used in

determining county program aid payable in 2008, shall receive $100,000.

(¢) For aids payable in 2009, 2010, and 2011 only, $250.000 each year shall be

distributed to any county in which (1) the 2006 estimated population exceeds 30,000, and

(2) the 2006 percentage of households receiving food stamps exceeds 15 percent, based

on data used in computing county program aids for aids payable in 2008 and the 2006

estimated household count according to the state demographer. The aid must be used to

meet the county's cost of out-of-home placement programs.

EFFECTIVE DATE. This section is effective for aids payable in 2009 and

thereafter.

Sec. 6. Minnesota Statutes 2006, section 477A.013, subdivision 1, is amended to read:
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Subdivision 1. Towns. 1266210 In calendar year 2009 and subsequent years,

each organized town is eligible for a distribution under this subdivision equal to $100 plus

the product of the town aid factor multiplied by its population. Each county with one or

more unorganized townships shall receive $100 plus the product of the town aid factor

multiplied by the total population in all unorganized townships in the county.

The "town aid factor" is the same for all towns and must be calculated by the

Department of Revenue so that the total aid under this subdivision equals the total amount

available for aid under section 477A.03.

EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Sec. 7. Minnesota Statutes 2006, section 477A.013, subdivision 8, as amended by
Laws 2008, chapter 154, article 1, section 2, is amended to read:
Subd. 8. City formula aid. In calendar year 2664 2009 and subsequent years, the

formula aid for a city is equal to the sum of (1) its city jobs base, (2) its small city aid base,

and (3) the need increase percentage multiplied by the difference between 1 (i) the
city's revenue need multiplied by its population, and 25 (ii) the sum of the city's net tax

capacity multiplied by the tax effort rate.

No city may have a formula aid amount less than zero. The need increase percentage
must be the same for all cities.

The applicable need increase percentage must be calculated by the Department of
Revenue so that the total of the aid under subdivision 9 equals the total amount available

for aid under section 477A.03 1

and=5. For aids payable in 2009 only, a city's revenue need, population, net tax capacity,

and tax effort rate will be based on the data available for calculating these factors for

aids payable in 2008.

EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Sec. 8. Minnesota Statutes 2006, section 477A.013, subdivision 9, as amended by
Laws 2008, chapter 154, article 1, section 3, is amended to read:

Subd. 9. City aid distribution. (a) In calendar year 2009 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;and-{3onc-hatt-ot-the-difference-betweentts-totat

Article 2 Sec. 8. 22
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thts—subdtvistorr 2009 only, the total aid for any city shall not exceed the sum of (1) 40

percent of the city's net levy for the year prior to the aid distribution, plus (2) its total

aid in the previous year.

(c) For aids payable in 2669 2010 and thereafter, the total aid for any city shall
not exceed the sum of (1) ten percent of the city's net levy for the year prior to the aid
distribution plus (2) its total aid in the previous year. For aids payable in 2009 and
thereafter, the total aid for any city with a population of 2,500 or more may not be less
than its total aid under this section in the previous year minus the lesser of $15 multiplied
by its population, or ten percent of its net levy in the year prior to the aid distribution.

(d) For aids payable in 2669 2010 and thereafter, the total aid for a city with a
population less than 2,500 must not be less than the amount it was certified to receive in
the previous year minus the lesser of $15 multiplied by its population, or five percent of its

2003 certified aid amount. For aids payable in 2009 only the total aid for a city with a

population less than 2,500 must not be less than what it received under this section in the

previous year unless its total aid in calendar year 2008 was aid under section 477A.011,

subdivision 36, paragraph (s), in which case its minimum aid is zero.

(e) If a city's net tax capacity used in calculating aid under this section has decreased
in any year by more than 25 percent from its net tax capacity in the previous year due to
property becoming tax-exempt Indian land, the city's maximum allowed aid increase
under paragraph (c) shall be increased by an amount equal to (1) the city's tax rate in the
year of the aid calculation, multiplied by (2) the amount of its net tax capacity decrease

resulting from the property becoming tax exempt.

EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Sec. 9. Minnesota Statutes 2006, section 477A.03, is amended to read:

477A.03 APPROPRIATION.

Subd. 2. Annual appropriation. A sum sufficient to discharge the duties imposed
by sections 477A.011 to 477A.014 is annually appropriated from the general fund to the
commissioner of revenue.

Subd. 2a. Cities. For aids payable in 2604 2009 and thereafter, the total atds aid paid
under section 477A.013, subdivision 9, aretmitedto-$429-066;600 is $534,148,487. For

Article 2 Sec. 9. 23
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477 A0 3 stbdtvistonr- 9t Hmitedto-$485;652:060 2009 only, an additional $1,000,000

shall be retained by the commissioner and used to make payments under section 10.

Subd. 2b. Counties. (a)

$166:506:666- For aids payable in 2009 and thereafter, the total aid payable under section
477A.0124, subdivision 3, is $110,500,000 minus one-half of the total aid amount

determined under section 477A.0124, subdivision 5, paragraph (a). Each calendar year,

$500,000 shall be retained by the commissioner of revenue to make reimbursements
to the commissioner of finance for payments made under section 611.27. For calendar
year 2004, the amount shall be in addition to the payments authorized under section
477A.0124, subdivision 1. For calendar year 2005 and subsequent years, the amount shall
be deducted from the appropriation under this paragraph. The reimbursements shall be to
defray the additional costs associated with court-ordered counsel under section 611.27.
Any retained amounts not used for reimbursement in a year shall be included in the next
distribution of county need aid that is certified to the county auditors for the purpose of
property tax reduction for the next taxes payable year.

(b) For aids payable in 2605 2009 and thereafter, the total atds aid under section
477A.0124, subdivision 4, are-tmtted-to-$165;006;0060 is $115,132,923 minus one-half of

the total aid amount determined under section 477A.0124, subdivision 5, paragraph (a).

4—tstHmtted-to-$105:132:923- The commissioner of finance shall bill the commissioner of

revenue for the cost of preparation of local impact notes as required by section 3.987, not
to exceed $207,000 in fiscal year 2004 and thereafter. The commissioner of education
shall bill the commissioner of revenue for the cost of preparation of local impact notes
for school districts as required by section 3.987, not to exceed $7,000 in fiscal year 2004
and thereafter. The commissioner of revenue shall deduct the amounts billed under

this paragraph from the appropriation under this paragraph. The amounts deducted are
appropriated to the commissioner of finance and the commissioner of education for the
preparation of local impact notes.

Subd. 2¢c. Towns. For aids payable in 2009 and thereafter, the total aid under section

477A.013, subdivision 1, is $3,000,000.

EFFECTIVE DATE. This section is effective for aids payable in calendar year
2009 and thereafter.

Article 2 Sec. 9. 24
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Sec. 10. CITY FORECLOSURE GRANTS.

For calendar 2009 only, a city with a concentration of foreclosures within the city

or within a zip code area of a city in calendar year 2007 may receive a grant under this

section. A "concentration of foreclosures'" means that the percent of housing in foreclosure

within the area is at least 50 percent higher than the average percent of housing in

foreclosure in the metropolitan area, as defined in Minnesota Statutes, section 473.121,

subdivision 2. The city must apply to the commissioner of revenue by December 30, 2008,

on the form prescribed by the commissioner. The grant will be paid with other aids paid in

calendar year 2009, as prescribed in Minnesota Statutes, section 477A.015.

The commissioner of revenue shall consult with the commissioner of the Housing

Finance Agency to develop a form for cities to use when applying for grants under this

section and to determine whether applications qualify. The appropriation for the grants

under Minnesota Statutes, section 477A.03, shall be divided between successful applicants

based on the number of foreclosures in the area meeting the concentration criteria. No city

may receive a grant of more than $250,000. All decisions by the commissioner regarding

erant qualification and amount shall be final. The grant must be used to fund inspection

and public safety costs associated with housing foreclosures.

EFFECTIVE DATE. This section is effective for grants made in calendar year 2009.

Sec. 11. STUDY OF AIDS TO LOCAL GOVERNMENTS.

The chairs of the senate and house of representatives committees with jurisdiction

over taxes shall each appoint five members to a study group of the tax committees to

examine the current system of aids to local governments and make recommendations on

improvements to the system. Of the five members appointed by each chair, two must be

members of the tax committee, one of whom is a majority party member and one of

whom is a minority party member. The remaining members must represent local units of

covernment. The chairs of the divisions of the tax committees having jurisdiction over

property taxes shall also be members and shall serve as cochairs of the study group.

The study shall include, but not be limited to, consideration of existing disparities in

the distribution of local government aid, the relationship of need for city aid to other

sources of revenue such as local sales taxes, an analysis of current law need and capacity

factors as well as alternative need factors, alternative analytical methods for determining

correlations between factors and need, the formula used to calculate aid for small cities,

and volatility in the local government aid distribution. The group must report on its

specific recommendations to the legislature by December 15, 2010.

Article 2 Sec. 11. 25
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EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 12. REPEALER.

Minnesota Statutes 2006, section 477A.014, subdivision 5, and Minnesota Statutes

2007 Supplement, section 477A.014, subdivision 4, are repealed.

EFFECTIVE DATE. This section is effective for aid payable in 2009 and thereafter.

ARTICLE 3
INCOME AND ESTATE TAXES

Section 1. Minnesota Statutes 2006, section 270A.03, subdivision 7, is amended to
read:

Subd. 7. Refund. "Refund" means an individual income tax refund er-petitteat
contributtonrefund, pursuant to chapter 290, or a property tax credit or refund, pursuant to
chapter 290A, or a sustainable forest tax payment to a claimant under chapter 290C.

For purposes of this chapter, lottery prizes, as set forth in section 349A.08,
subdivision 8, and amounts granted to persons by the legislature on the recommendation
of the joint senate-house of representatives Subcommittee on Claims shall be treated
as refunds.

In the case of a joint property tax refund payable to spouses under chapter 290A,
the refund shall be considered as belonging to each spouse in the proportion of the total
refund that equals each spouse's proportion of the total income determined under section
290A.03, subdivision 3. In the case of a joint income tax refund under chapter 289A, the
refund shall be considered as belonging to each spouse in the proportion of the total
refund that equals each spouse's proportion of the total taxable income determined under
section 290.01, subdivision 29. The commissioner shall remit the entire refund to the
claimant agency, which shall, upon the request of the spouse who does not owe the debt,
determine the amount of the refund belonging to that spouse and refund the amount to
that spouse. For court fines, fees, and surcharges and court-ordered restitution under
section 611A.04, subdivision 2, the notice provided by the commissioner of revenue under
section 270A.07, subdivision 2, paragraph (b), serves as the appropriate legal notice

to the spouse who does not owe the debt.

EFFECTIVE DATE. This section is effective for political contribution refund

claims based on contributions that are made after June 30, 2008.

Sec. 2. Minnesota Statutes 2006, section 270C.56, subdivision 3, is amended to read:

Article 3 Sec. 2. 26
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Subd. 3. Procedure for assessment. The commissioner may assess liability for the
taxes described in subdivision 1 against a person liable under this section. The assessment
may be based upon information available to the commissioner. It must be made within the
prescribed period of limitations for assessing the underlying tax, or within one year after
the date of an order assessing underlying tax, whichever period expires later. An order
assessing personal liability under this section is reviewable under section 270C.35 and is

appealable to Tax Court. If any portion of the liability shown on the order is paid after

the time for appealing the order has expired, a claim for refund may be made, but only if

filed within 120 days after the first payment of the liability.

If a person has been assessed under this section for an amount for a given period
and the time for appeal has expired or there has been a final determination that the person
is liable, collection action is not stayed pursuant to section 270C.33, subdivision 5, for
subsequent assessments of additional amounts for the same person for the same period

and tax type.

EFFECTIVE DATE. This section is effective for orders issued on or after the

day following final enactment.

Sec. 3. Minnesota Statutes 2006, section 289A.19, subdivision 2, is amended to read:

Subd. 2. Corporate franchise and mining company taxes. Corporations or mining

companies shall receive an extension of seven months or the amount of time granted by

the Internal Revenue Service, whichever is longer, for filing the return of a corporation

subject to tax under chapter 290 or for filing the return of a mining company subject to
tax under sections 298.01 and 298.015. Interest on any balance of tax not paid when the
regularly required return is due must be paid at the rate specified in section 270C.40,
from the date such payment should have been made if no extension was granted, until
the date of payment of such tax.

If a corporation or mining company does not:

(1) pay at least 90 percent of the amount of tax shown on the return on or before the
regular due date of the return, the penalty prescribed by section 289A.60, subdivision 1,
shall be imposed on the unpaid balance of tax; or

(2) pay the balance due shown on the regularly required return on or before the
extended due date of the return, the penalty prescribed by section 289A.60, subdivision 1,

shall be imposed on the unpaid balance of tax from the original due date of the return.

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

and applies to any federal extension that allows filing after that date.
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Sec. 4. Minnesota Statutes 2006, section 289A.19, is amended by adding a subdivision
to read:

Subd. 7. Federal extensions. When an extension of time to file a partnership or

S corporation tax return is granted by the Internal Revenue Service, the commissioner

shall grant an automatic extension to file the comparable Minnesota return for that period.

An extension granted under this subdivision does not affect the due date for making

payments of tax.

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

and applies to any federal extension that allows filing after that date.

Sec. 5. Minnesota Statutes 2006, section 289A.40, subdivision 1, is amended to read:
Subdivision 1. Time limit; generally. Unless otherwise provided in this chapter,

a claim for a refund of an overpayment of state tax must be filed within the latest of the

following time periods that apply:

(1) 3-1/2 years from the date prescribed for filing the return, plus any extension of
time granted for filing the return, but only if filed within the extended times; or

(2) one year from the date of an order assessing tax under section 270C.33 or an
order determining an appeal under section 270C.35, subdivision 8, or one year from the
date of a return made by the commissioner under section 270C.33, subdivision 3, upon
payment in full of the tax, penalties, and interest shown on the order or return made by
the commissioner;-whteheverpertodexptrestater. Claims for refund, except for taxes
under chapter 297A, filed after the 3-1/2 year period but within the one-year period are
limited to the amount of the tax, penalties, and interest on the order or return made by the
commissioner and to issues determined by the order or return made by the commissioner.
In the case of assessments under section 289A.38, subdivision 5 or 6, claims for refund
under chapter 297A filed after the 3-1/2 year period but within the one-year period are
limited to the amount of the tax, penalties, and interest on the order or return made by the
commissioner that are due for the period before the 3-1/2 year period:; or

(3) 120 days after the first payment of any portion of a tax liability shown on a

return made by the commissioner under section 270C.33, subdivision 3, or shown on an

order of assessment where no return has been filed under section 270C.33, subdivision

4, paragraph (a), clause (2). Claims for refund filed after the 3-1/2 year period and the

one-year period but within the 120-day period are limited to the amount paid during the

120-day period. This clause does not apply to returns or orders which have previously

been the subject of a denied claim for refund or an administrative appeal.
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EFFECTIVE DATE. The right to file a claim for refund under this section is

effective July 1, 2008. For claims filed before October 31, 2008, this section is effective

retroactively to payments made after December 31, 2007.

Sec. 6. Minnesota Statutes 2006, section 289A.50, subdivision 1, is amended to read:

Subdivision 1. General right to refund. (a) Subject to the requirements of this
section and section 289A.40, a taxpayer who has paid a tax in excess of the taxes lawfully
due and who files a written claim for refund will be refunded or credited the overpayment
of the tax determined by the commissioner to be erroneously paid.

(b) The claim must specify the name of the taxpayer, the date when and the period
for which the tax was paid, the kind of tax paid, the amount of the tax that the taxpayer
claims was erroneously paid, the grounds on which a refund is claimed, and other
information relative to the payment and in the form required by the commissioner. An
income tax, estate tax, or corporate franchise tax return, or amended return claiming an
overpayment constitutes a claim for refund.

(c) When, in the course of an examination, and within the time for requesting a
refund, the commissioner determines that there has been an overpayment of tax, the
commissioner shall refund or credit the overpayment to the taxpayer and no demand
is necessary. If the overpayment exceeds $1, the amount of the overpayment must
be refunded to the taxpayer. If the amount of the overpayment is less than $1, the
commissioner is not required to refund. In these situations, the commissioner does not
have to make written findings or serve notice by mail to the taxpayer.

(d) If the amount allowable as a credit for withholding, estimated taxes, or dependent
care exceeds the tax against which the credit is allowable, the amount of the excess is
considered an overpayment.

constderedamroverpayment: The requirements of section 270C.33 do not apply to the

refunding of such an overpayment shown on the original return filed by a taxpayer.

(e) If the entertainment tax withheld at the source exceeds by $1 or more the taxes,
penalties, and interest reported in the return of the entertainment entity or imposed by
section 290.9201, the excess must be refunded to the entertainment entity. If the excess is
less than $1, the commissioner need not refund that amount.

(f) If the surety deposit required for a construction contract exceeds the liability of
the out-of-state contractor, the commissioner shall refund the difference to the contractor.

(g) An action of the commissioner in refunding the amount of the overpayment does

not constitute a determination of the correctness of the return of the taxpayer.
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(h) There is appropriated from the general fund to the commissioner of revenue the

amount necessary to pay refunds allowed under this section.

EFFECTIVE DATE. This section is effective for political contribution refund

claims based on contributions made after June 30, 2008.

Sec. 7. Minnesota Statutes 2006, section 290.01, subdivision 6, is amended to read:
Subd. 6. Taxpayer. The term "taxpayer" means any person or corporation subject to

a tax imposed by this chapter.

EFFECTIVE DATE. This section is effective for political contribution refund

claims based on contributions made after June 30, 2008.

Sec. 8. Minnesota Statutes 2007 Supplement, section 290.01, subdivision 19b, as
amended by Laws 2008, chapter 154, article 3, section 3, and Laws 2008, chapter 154,
article 11, section 11, 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) net interest income on obligations of any authority, commission, or
instrumentality of the United States to the extent includable in taxable income for federal
income tax purposes but exempt from state income tax under the laws of the United States;

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

(3) the amount paid to others, less the amount used to claim the credit allowed under
section 290.0674, not to exceed $1,625 for each qualifying child in grades kindergarten
to 6 and $2,500 for each qualifying child in grades 7 to 12, for tuition, textbooks, and
transportation of each qualifying child in attending an elementary or secondary school
situated in Minnesota, North Dakota, South Dakota, 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 363A. For the purposes of this clause, "tuition" includes fees or
tuition as defined in section 290.0674, subdivision 1, clause (1). As used in this clause,
"textbooks" includes books and other instructional materials and equipment purchased
or leased for use in elementary and secondary schools in teaching only those subjects

legally and commonly taught in public elementary and secondary schools in this state.
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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) income as provided under section 290.0802;

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

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

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

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

(9) in each of the five tax years immediately following the tax year in which an
addition is required under subdivision 19a, clause (7), or 19c, clause (14), in the case
of a shareholder of a corporation that is an S corporation, an amount equal to one-fifth
of the delayed depreciation. For purposes of this clause, "delayed depreciation" means
the amount of the addition made by the taxpayer under subdivision 19a, clause (7), or
subdivision 19c, clause (14), in the case of a shareholder of an S corporation, minus the

positive value of any net operating loss under section 172 of the Internal Revenue Code
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generated for the tax year of the addition. The resulting delayed depreciation cannot be
less than zero;

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

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

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

(13) an amount, not to exceed $10,000, equal to qualified expenses related to a
qualified donor's donation, while living, of one or more of the qualified donor's organs
to another person for human organ transplantation. For purposes of this clause, "organ"
means all or part of an individual's liver, pancreas, kidney, intestine, lung, or bone marrow;
"human organ transplantation”" means the medical procedure by which transfer of a human
organ is made from the body of one person to the body of another person; "qualified
expenses' means unreimbursed expenses for both the individual and the qualified donor
for (1) travel, (i1) lodging, and (iii) lost wages net of sick pay, except that such expenses
may be subtracted under this clause only once; and "qualified donor" means the individual
or the individual's dependent, as defined in section 152 of the Internal Revenue Code. An
individual may claim the subtraction in this clause for each instance of organ donation for
transplantation during the taxable year in which the qualified expenses occur;

(14) in each of the five tax years immediately following the tax year in which an
addition is required under subdivision 19a, clause (8), or 19c¢, clause (15), in the case of a
shareholder of a corporation that is an S corporation, an amount equal to one-fifth of the
addition made by the taxpayer under subdivision 19a, clause (8), or 19¢, clause (15), in the

case of a shareholder of a corporation that is an S corporation, minus the positive value of
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any net operating loss under section 172 of the Internal Revenue Code generated for the
tax year of the addition. If the net operating loss exceeds the addition for the tax year, a
subtraction is not allowed under this clause;

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

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

(17) to the extent included in federal taxable income, a percentage of compensation

received from a pension or other retirement pay from the government for service in the

armed forces of the United States. For taxable years beginning after December 31, 2008,

and before January 1, 2010, the percentage is 25 percent up to a maximum subtraction

of $7,500; for taxable years beginning after December 31, 2009, and before January 1,

2011, the percentage is 50 percent up to a maximum subtraction of $15,000; for taxable

years beginning after December 31, 2010, and before January 1, 2012, the percentage is

75 percent up to a maximum subtraction of $22,500; and for taxable years beginning

after December 31, 2011, the percentage is 100 percent up to a maximum subtraction of

$30,000.

EFFECTIVE DATE. This section is effective for tax years beginning after

December 31, 2008.

Sec. 9. Minnesota Statutes 2006, section 290.01, subdivision 29, is amended to read:

Subd. 29. Taxable income. The term "taxable income" means:

(1) for individuals, estates, and trusts, the same as taxable net income;

(2) for corporations, the taxable net income less

(1) the net operating loss deduction under section 290.095;

(i1) the dividends received deduction under section 290.21, subdivision 4;

(ii1) the exemption for operating in a job opportunity building zone under section
469.317;

(iv) the exemption for operating in a biotechnology and health sciences industry
zone under section 469.337; and

(v) the exemption for operating in an international economic development zone
under section 469.326; plus

(vi) Minnesota development subsidies.
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EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2008.

Sec. 10. Minnesota Statutes 2006, section 290.01, is amended by adding a subdivision
to read:

Subd. 33. Minnesota development subsidies. (a) "Minnesota development

subsidies" means the greater of the following amounts:

(1) one-half of the amount deducted by the taxpayer in computing federal taxable

income for the taxable year, as property taxes, business expenses or otherwise, that is

attributable to property taxes paid by the taxpayer, either directly or indirectly through a

lease or otherwise, on property located in a tax increment financing district, as defined in

section 469.174, or that receives an abatement under sections 469.1813 to 469.18135, if the

owner of the property or a related party has entered a development or similar agreement

with respect to the increment district or derives a benefit from the abatement by its

property having access to or use of public improvements financed with the abatement or

otherwise; or

(2) the amount of payments received by the taxpayer under a development or similar

agreement that provides for payments or reimbursements from the proceeds of increments

from a tax increment financing district or from an abatement under sections 469.1813 to

469.1815, but excluding reimbursements under a development action response plan, as

defined in section 469.174, subdivision 17, to pay for its costs incurred to fund removal

or remedial actions.

(b) For purposes of this subdivision, "tax increment financing district" excludes:

(1) a housing district, as defined in section 469.174, subdivision 11;

(2) a soils condition district, as defined in section 469.174, subdivision 19; and

(3) a hazardous substance subdistrict, as defined in section 469.174, subdivision 23.

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

Sec. 11. Minnesota Statutes 2006, section 290.06, is amended by adding a subdivision
to read:

Subd. 35. Investment tax credit. (a) A credit is allowed against the tax imposed

by this chapter for a qualified taxpayer's investment in a qualified new business venture.

The credit equals 25 percent of the taxpayer's investment made in the business, but may

not exceed the least of:
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(1) the liability for tax under this chapter, including the alternative minimum taxes in

sections 290.091 and 290.0921;

(2) $25,000 for an individual not part of a partnership; or

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

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

(1) an accredited investor within the meaning of Regulation D of the Securities and

Exchange Commission, Code of Federal Regulations, title 17, section 230.501(a), whether

part of a pass-through entity or not; and

(2) an accredited investor who does not own, control, or hold power to vote 20

percent or more of the outstanding securities of the qualified business venture in which the

eligible investment is proposed.

(¢) For purposes of this paragraph, "commissioner" means the commissioner

of employment and economic development. Qualified taxpayers must apply to the

commissioner for certification. The application must be in the form and made under the

procedures specified by the commissioner. The commissioner may provide certificates

entitling qualified taxpayers to tax credits under this subdivision. The maximum amount

of credits for which the commissioner may issue certificates in each taxable year is

$2.000,000 for qualified business ventures in a qualified high technology field, as defined

in paragraph (g), $2,000,000 for qualified business ventures in a qualified biotechnology

or medical device field, as defined in paragraph (h), and $2,000,000 for qualified business

ventures in qualified green manufacturing, as defined in paragraph (i). In awarding

certificates under this paragraph, the commissioner must award them to qualified taxpayers

in the order in which the applications are received in each of the categories.

(d) Each pass-through entity must provide each investor a statement indicating the

investor's share of the credit amount certified to the pass-through entity under paragraph

(c) based on its share of the pass-through entity's assets. The credit shall not exceed

$25,000 for each individual part of a pass-through entity.

(e) If the amount of the credit under this subdivision in any taxable year exceeds the

limitation under paragraph (a), clause (1), the excess is a credit carryover to each of the ten

succeeding years but may not exceed $25,000 for an individual not part of a partnership

and $300,000 for a pass-through entity or C corporation. The entire amount of the excess

unused credit must be carried first to the earliest of the taxable years to which the credit

may be carried, and then to each successive year to which the credit may be carried. The

amount of the unused credit that may be added under this paragraph may not exceed the

taxpayer's liability for tax less the credit for the taxable year.
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(f) Unless otherwise provided under the rules of the Department of Employment and

Economic Development, a business is a qualified business venture for purposes of this

subdivision only if the business satisfies all of the following conditions:

(1) the business has its headquarters in Minnesota;

(2) at least 51 percent of the business's employees are employed in Minnesota;

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

(1) using advanced technology to add value to a product, process, or service in a

qualified high technology field or qualified biotechnology or medical device field;

(i1) conducting research in and development of a product, process, or service in a

qualified high technology field qualified biotechnology or medical device field;

(i11) developing a new product, process, or service in a qualified high technology

field or qualified biotechnology or medical device field; or

(iv) qualified green manufacturing;

(4) the business is not engaged in real estate development, insurance, banking,

lending, lobbying, political consulting, information technology consulting, wholesale or

retail trade, leisure, hospitality, transportation, construction, ethanol production from

corn, or professional services provided by attorneys, accountants, business consultants,

physicians, or health care consultants;

(5) the business has fewer than 25 employees;

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

(7) the business has not received more than $1,000,000 in investments that have

qualified for and received tax credits under this section;

(8) the business has less than $1,000,000 in annual gross sales receipts;

(9) the business is not a subsidiary or an affiliate of a business that employs more

than 100 employees or has gross sales receipts for the previous year of more than

$1,000,000, computed by ageregating all of the employees and gross sales receipts of the

business entities affiliated with the business; and

(10) the business has not received private equity investments of more than

$2,000,000.

(g) For purposes of this subdivision, "qualified high technology field" includes, but

is not limited to, aerospace, agricultural processing, alternative energy, environmental

engineering, food technology, cellulosic ethanol, information technology, green

manufacturing, materials science technology, nanotechnology, and telecommunications,

but excludes business qualifying under the definitions in paragraphs (h) and (1).

(h) For purposes of this subdivision, "qualified biotechnology or medical device

field" means the business of manufacturing, processing, assembling, researching or
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developing biotechnology or medical device products, including biotechnology and

device products used in agriculture.

(1) For purposes of this subdivision, "qualified green manufacturing" means a

business whose primary business activity is production of products, processes, methods,

technologies, or services intended to do one or more of the following:

(1) to increase the use of energy from renewable sources, as defined in section

216B.1691;

(2) to increase the energy efficiency of the electric utility infrastructure system or to

increase energy conservation related to electricity use, as provided in sections 216B.2401

and 216B.241;

(3) to reduce greenhouse gas emissions, as defined in section 216H.01, subdivision

2, or to mitigate greenhouse gas emissions through, but not limited to, carbon capture,

storage, or sequestration;

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

(5) to expand use of biofuels, including expanding the feasibility or reducing the

cost of producing biofuels or the types of equipment, machinery, and vehicles that can use

biofuels.

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

Sec. 12. Minnesota Statutes 2006, section 290.068, subdivision 1, is amended to read:
Subdivision 1. Credit allowed. A corporation, other than a corporation treated as
an "S" corporation under section 290.9725, is allowed a credit against the portion of the
franchise tax computed under section 290.06, subdivision 1, for the taxable year equal to:
(a) 5 3 percent of the first $2,000,000 of the excess (if any) of
(1) the qualified research expenses for the taxable year, over
(2) the base amount; and

(b)2:5 1.5 percent on all of such excess expenses over $2,000,000.

EFFECTIVE DATE. This section is effective for taxable years beginning after

December 31, 2007, except that for taxable years beginning during calendar year 2008,

the rate under clause (a) is 3.75 percent and under clause (b) is 1.88 percent.

Sec. 13. Minnesota Statutes 2006, section 290.068, subdivision 3, is amended to read:

Subd. 3. Limitation; carryover. (a)(1) The credit, other than the special credit

under subdivision 7, for the taxable year shall not exceed the liability for tax. "Liability for
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tax" for purposes of this section means the tax imposed under this chapter for the taxable
year reduced by the sum of the nonrefundable credits allowed under this chapter.
(2) In the case of a corporation which is a partner in a partnership, the credit, other

than the special credit under subdivision 7, allowed for the taxable year shall not exceed

the lesser of the amount determined under clause (1) for the taxable year or an amount
(separately computed with respect to the corporation's interest in the trade or business or
entity) equal to the amount of tax attributable to that portion of taxable income which is
allocable or apportionable to the corporation's interest in the trade or business or entity.

(b) If the amount of the credit determined under this section, other than the special

credit under subdivision 7, for any taxable year exceeds the limitation under clause (a), the

excess shall be a research credit carryover to each of the 15 succeeding taxable years. The
entire amount of the excess unused credit for the taxable year shall be carried first to the
earliest of the taxable years to which the credit may be carried and then to each successive
year to which the credit may be carried. The amount of the unused credit which may be
added under this clause shall not exceed the taxpayer's liability for tax less the research

credit for the taxable year.

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

Sec. 14. Minnesota Statutes 2006, section 290.068, is amended by adding a subdivision
to read:

Subd. 7. Special credit; small businesses. (a) A qualified business is allowed a tax

credit equal to 20 percent of qualified research expenditures incurred for the taxable year

or the amount of tax credit certificates issued under paragraph (e), whichever is less.

(b) For purposes of this subdivision and subdivision 8, a "qualified business" is a

corporation, individual, or partnership that:

(1) had no more than 25 full-time equivalent employees in this state during the

preceding taxable year; and

(2) is engaged in or is committed to engage in a qualified high technology field.

(c) For purposes of applying the requirement under paragraph (b), clause (1), all of

the employees of the unitary business, as that term is used in section 290.17, subdivision

4, must be taken into account and "full-time equivalent" has the meaning given in section

469.318, subdivision 2.

(d) For purposes of this subdivision, "qualified high technology field" includes but

1s not limited to aerospace, agricultural processing, alternative energy, biotechnology,

defense, drug delivery, environmental engineering, food technology, cellulosic ethanol,
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information technology, green manufacturing, materials science technology, medical

devices, nanotechnology, pharmaceutical technology, and telecommunications. Unless

otherwise provided under the rules of the Department of Employment and Economic

Development, a business is a qualified business venture for purposes of this subdivision

only if the business satisfies all of the following conditions:

(1) the business has its headquarters in Minnesota;

(2) at least 51 percent of the business's employees are employed in Minnesota;

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

(1) using advanced technology to add value to a product, process, or service in a

qualified high technology field;

(i1) conducting research in and development of a product, process, or service in a

qualified high technology field; or

(i11) developing a new product, process, or service in a qualified high technology

field,;

(4) the business is not engaged in real estate development, insurance, banking,

lending, lobbying, political consulting, information technology consulting, wholesale or

retail trade, leisure, hospitality, transportation, construction, ethanol production from

corn, or professional services provided by attorneys, accountants, business consultants,

physicians, or health care consultants;

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

(6) the business had less than $1,000,000 in annual gross sales receipts in the

preceding taxable year.

(e) For purposes of this paragraph, "commissioner" means the commissioner

of employment and economic development. Qualified businesses must apply to the

commissioner for certification. The application must be in the form and made under the

procedures specified by the commissioner. The commissioner may provide certificates

entitling qualified taxpayers to tax credits under this subdivision. The maximum amount

of credits for which the commissioner may issue certificates in each taxable year is

$3.000,000. In awarding certificates under this paragraph, the commissioner must award

them to qualified taxpayers in the order in which the applications are received.

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

Sec. 15. Minnesota Statutes 2006, section 290.068, is amended by adding a subdivision

to read:
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Subd. 8. Special credit; appropriation. (a) If the amount of the special credit under

subdivision 7 for any taxable year exceeds the liability for tax, the commissioner shall

refund the excess to the taxpayer.

(b) An amount sufficient to pay the refunds required by this subdivision is annually

appropriated to the commissioner of revenue from the general fund.

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

Sec. 16. Minnesota Statutes 2006, section 290.091, subdivision 2, as amended by Laws

2008, chapter 154, article 4, section 7, 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:

(1) the charitable contribution deduction under section 170 of the Internal Revenue

Codex;

(i1) the medical expense deduction;

(ii1) the casualty, theft, and disaster loss deduction; and

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

(3) for depletion allowances computed under section 613A(c) of the Internal
Revenue Code, with respect to each property (as defined in section 614 of the Internal
Revenue Code), to the extent not includ<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>