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HOUSE FILE NoO. 3408

FIRST COMMITTEE ENGROSSMENT

March 4, 2010

Authored by Marquart
The bill was read for the first time and referred to the Committee on Taxes

Referred by Chair to Property and Local Sales Tax Division.

April 27, 2010

Returned to the Committee on Taxes as Amended.

A bill for an act
relating to the financing of state and local government; making policy, technical,
administrative, enforcement, clarifying, and other changes to property, local
government aid, local, sales and use, lodging, and other taxes, and tax-related
provisions; property tax reform, accountability, value, and efficiency provisions;
tax forfeited lands; emergency debt certificates; special service districts;
agricultural preserves; providing for a fiscal disparities study; providing
appointments; appropriating money; amending Minnesota Statutes 2008,
sections 270.075, subdivisions 1, 2; 270C.87; 270C.94, subdivision 3; 272.0213;
272.025, subdivisions 1, 3; 272.029, subdivisions 4, 7; 273.113, subdivision
3;273.1231, subdivision 1; 273.1232, subdivision 1; 273.124, subdivisions 1,
8, 14; 273.13, subdivision 34; 273.1384, by adding a subdivision; 273.1392;
275.71, subdivisions 4, 5; 276.02; 279.01, subdivision 3; 279.025; 279.37,
subdivision 1; 282.01, subdivisions 1, 1a, 1b, Ic, 1d, 2, 3, 4, 7, 7a, by adding
subdivisions; 290B.03, by adding a subdivision; 290B.04, subdivisions 3, 4;
290B.05, subdivision 1; 297A.99, subdivision 1; 428A.12; 428A.18, subdivision
2; 473H.05, subdivision 1; Minnesota Statutes 2009 Supplement, sections
134.34, subdivision 4; 273.114, subdivision 2; 273.124, subdivision 3a; 273.13,
subdivisions 23, 25; 275.065, subdivision 3; 275.70, subdivision 5, as amended;
276.04, subdivision 2; 279.01, subdivision 1; 290B.03, subdivision 1; 475.755;
477A.011, subdivision 36, as amended; 477A.013, subdivision 8; Laws 2001,
First Special Session chapter 5, article 3, section 50, as amended; Laws 2002,
chapter 377, article 3, section 25, as amended; Laws 2009, chapter 88, article 2,
section 49; article 4, section 23, subdivision 4; proposing coding for new law in
Minnesota Statutes, chapters 6; 270C; 273; repealing Minnesota Statutes 2008,
sections 282.01, subdivisions 9, 10, 11; 383A.76.

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

ARTICLE 1
PROPERTY TAXES

Section 1. Minnesota Statutes 2008, section 270.075, subdivision 1, i1s amended to read:

Subdivision 1. Rate of tax. The commissioner shall determine the rate of tax to be

levied and collected against the net tax capacity as determined pursuant to section 270.074,

Article 1 Section 1. 1
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subdivision 2 3, to generate revenues sufficient to fund the airflight property tax portion
of each year's state airport fund appropriation, as certified to the commissioner by the

commissioner of transportation. The certification shall be presented to the commissioner

prior to December 31 of each year. The property tax portion of the state airport fund

appropriation is the difference between the total fund appropriation and the estimated total

fund revenues from other sources for the state fiscal year in which the tax is payable. H=

commissioner of transportation to the commissioner shall state the total fund appropriation

and shall list individually the estimated fund revenues. The difference of these amounts

shall be shown as the property tax portion of the state airport fund appropriation.

If a levy amount has not been certified by December 31 of a levy year, the

commissioner shall use the last previous certified amount to determine the rate of tax, and

shall notify the chairs and the ranking minority members of the committees of the house

of representatives and senate having jurisdiction over the Department of Transportation

that a certification was not made under this subdivision.

EFFECTIVE DATE. This section is effective for taxes payable in 2011 and

thereafter.

Sec. 2. Minnesota Statutes 2008, section 270.075, subdivision 2, is amended to read:
Subd. 2. Notice of taxes; payment. As soon as practicable and not later than

Beecember March 1 next following the levy of the tax, the commissioner shall give actual
notice to the airline company of the net tax capacity and of the tax. The taxes imposed
under sections 270.071 to 270.079 shall become due and payable on Fanaary April 1
following the levy thereof. If any tax is not paid on the due date or, if an appeal is made
pursuant to section 270.076, within 60 days after notice of an increased tax, a late payment
penalty of five percent of the unpaid tax shall be assessed. If the tax remains unpaid for
more than 30 days, an additional penalty of five percent of the unpaid tax is imposed for
each additional 30 days or fraction of 30 days that the tax remains unpaid. The penalty
imposed under this section must not exceed the lesser of $25,000 or 25 percent of the
unpaid tax. The unpaid tax and penalty shall bear interest at the rate specified in section
270C.40 from the time such tax should have been paid until paid. All interest and penalties

shall be added to the tax and collected as a part thereof.

EFFECTIVE DATE. This section is effective for taxes payable in 2011 and

thereafter.

Article 1 Sec. 2. 2
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Sec. 3. Minnesota Statutes 2008, section 272.0213, is amended to read:

272.0213 LEASED SEASONAL-RECREATIONAL LAND.

(a) A county board may elect, by resolution, to exempt from taxation, including the
tax under section 273.19, qualified lands. "Qualified lands" for purposes of this section
means property that:

(1) is owned by a county, city, town, or the state;or-the-federal-governments;

(2) is rented by the entity for noncommercial seasonal-recreational or noncommercial
seasonal-recreational residential use; and

(3) was rented for the purposes specified in clause (2) and was exempt from taxation
for property taxes payable in 2008.

(b) Lands owned by the federal government and rented for noncommercial

seasonal-recreational or noncommercial seasonal-recreational residential use is exempt

from taxation, including the tax under section 273.19.

EFFECTIVE DATE. This section is effective beginning with taxes payable in 2011.

Sec. 4. Minnesota Statutes 2008, section 273.1231, subdivision 1, is amended to read:
Subdivision 1. Applicability. For purposes of sections 273.1231 to 2731235
273.1236, the following words, terms, and phrases have the meanings given them in this

section unless the language or context clearly indicates that a different meaning is intended.

EFFECTIVE DATE. This section is effective for assessment year 2010 and

thereafter.

Sec. 5. Minnesota Statutes 2008, section 273.1232, subdivision 1, is amended to read:
Subdivision 1. Reassessments required. For the purposes of sections 273.1231 to
2731235 273.1236, the county assessor must reassess all damaged property in a disaster
or emergency area, except that the commissioner of revenue shall reassess all property
for which an application is submitted to the commissioner under section 273.1233 or
273.1235. As soon as practical, the assessor or commissioner of revenue must report

the reassessed value to the county auditor.

EFFECTIVE DATE. This section is effective for assessment year 2010 and

thereafter.

Sec. 6. [273.1236] DISASTER-DAMAGED HOMES; PARTIAL VALUATION
EXCLUSION.

Article 1 Sec. 6. 3
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(a) A homestead property that (1) sustained physical damage from a disaster or

emergency resulting in a reassessed market value that is at least $15,000 less than the

market value of the property established for the January 2 assessment in the year in which

the damage occurred, (2) has been substantially restored or rebuilt by the end of the

year following the year in which the damage occurred, (3) has a gross living area after

reconstruction that does not exceed 130 percent of the gross living area prior to the disaster

or emergency, and (4) has an estimated market value for the assessment year following the

year in which the restoration or reconstruction was substantially completed that exceeds

its estimated market value established for the January 2 assessment in the year in which

the damage occurred by at least $25,000 due to the restoration or reconstruction, is eligible

for a valuation exclusion under this section for the two assessment years immediately

following the year in which the restoration or reconstruction was completed.

(b) The assessor shall determine the difference between the estimated market value

established for the January 2 assessment in the year in which the damage occurred and the

estimated market value established for the January 2 assessment in the year following the

completion of the restoration or reconstruction.

(¢) In the first assessment year following the restoration or reconstruction, all of the

difference identified under paragraph (b) shall be excluded in determining taxable market

value. In the second assessment year following the restoration or reconstruction, half of

the difference identified under paragraph (b) shall be excluded in determining taxable

market value.

(d) For the purposes of this section, "eross living area" includes only above-grade

living area, and does not include any finished basement living area.

(e) Application for the valuation exclusion under this section must be filed by

January 2 of the year following the year in which the restoration or reconstruction was

substantially completed. The application must be filed with the assessor of the county in

which the property is located on the form prescribed by the commissioner of revenue.

EFFECTIVE DATE. This section is effective for assessment year 2010 and

thereafter. The application deadline in paragraph (e) is extended to June 30, 2010, for

restoration or reconstruction substantially completed in 2009.

Sec. 7. Minnesota Statutes 2008, section 273.124, subdivision 1, is amended to read:
Subdivision 1. General rule. (a) Residential real estate that is occupied and used
for the purposes of a homestead by its owner, who must be a Minnesota resident, is

a residential homestead.

Article 1 Sec. 7. 4
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Agricultural land, as defined in section 273.13, subdivision 23, that is occupied and
used as a homestead by its owner, who must be a Minnesota resident, is an agricultural
homestead.

Dates for establishment of a homestead and homestead treatment provided to
particular types of property are as provided in this section.

Property held by a trustee under a trust is eligible for homestead classification if the
requirements under this chapter are satisfied.

The assessor shall require proof, as provided in subdivision 13, of the facts upon
which classification as a homestead may be determined. Notwithstanding any other law,
the assessor may at any time require a homestead application to be filed in order to verify
that any property classified as a homestead continues to be eligible for homestead status.
Notwithstanding any other law to the contrary, the Department of Revenue may, upon
request from an assessor, verify whether an individual who is requesting or receiving
homestead classification has filed a Minnesota income tax return as a resident for the most
recent taxable year for which the information is available.

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

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

(c) Residential real estate that is occupied and used for purposes of a homestead by a
relative of the owner is a homestead but only to the extent of the homestead treatment
that would be provided if the related owner occupied the property. For purposes of this
paragraph and paragraph (g), "relative" means a parent, stepparent, child, stepchild,
grandparent, grandchild, brother, sister, uncle, aunt, nephew, or niece. This relationship
may be by blood or marriage. Property that has been classified as seasonal residential
recreational property at any time during which it has been owned by the current owner or

spouse of the current owner will not be reclassified as a homestead unless it is occupied as

Article 1 Sec. 7. 5



6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

6.11

6.12

6.13

6.14

6.15

6.16

6.17

6.18

6.19

6.20

6.21

6.22

6.23

6.24

6.25

6.26

6.27

6.28

6.29

6.30

6.31

6.32

6.33

6.34

6.35

6.36

HF3408 COMMITTEE ENGROSSMENT REVISOR HH CEH3408-1

a homestead by the owner; this prohibition also applies to property that, in the absence of
this paragraph, would have been classified as seasonal residential recreational property at
the time when the residence was constructed. Neither the related occupant nor the owner
of the property may claim a property tax refund under chapter 290A for a homestead
occupied by a relative. In the case of a residence located on agricultural land, only the
house, garage, and immediately surrounding one acre of land shall be classified as a

homestead under this paragraph, except as provided in paragraph (d). In the case of

nonagricultural property, this paragraph only applies to applications approved before

December 16, 2010.

(d) Agricultural property that is occupied and used for purposes of a homestead by
a relative of the owner, is a homestead, only to the extent of the homestead treatment
that would be provided if the related owner occupied the property, and only if all of the
following criteria are met:

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

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

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

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

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

Application must be made to the assessor by the owner of the agricultural property to
receive homestead benefits under this paragraph. The assessor may require the necessary
proof that the requirements under this paragraph have been met.

(e) In the case of property owned by a property owner who is married, the assessor
must not deny homestead treatment in whole or in part if only one of the spouses occupies
the property and the other spouse is absent due to: (1) marriage dissolution proceedings,
(2) legal separation, (3) employment or self-employment in another location, or (4) other
personal circumstances causing the spouses to live separately, not including an intent to
obtain two homestead classifications for property tax purposes. To qualify under clause

(3), the spouse's place of employment or self-employment must be at least 50 miles distant

Article 1 Sec. 7. 6
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from the other spouse's place of employment, and the homesteads must be at least 50 miles
distant from each other. Homestead treatment, in whole or in part, shall not be denied to
the owner's spouse who previously occupied the residence with the owner if the absence
of the owner is due to one of the exceptions provided in this paragraph.

(f) The assessor must not deny homestead treatment in whole or in part if:

(1) in the case of a property owner who is not married, the owner is absent due to
residence in a nursing home, boarding care facility, or an elderly assisted living facility
property as defined in section 273.13, subdivision 25a, and the property is not otherwise
occupied; or

(2) in the case of a property owner who is married, the owner or the owner's spouse
or both are absent due to residence in a nursing home, boarding care facility, or an elderly
assisted living facility property as defined in section 273.13, subdivision 25a, and the
property is not occupied or is occupied only by the owner's spouse.

(g) If an individual is purchasing property with the intent of claiming it as a
homestead and is required by the terms of the financing agreement to have a relative
shown on the deed as a co-owner, the assessor shall allow a full homestead classification.
This provision only applies to first-time purchasers, whether married or single, or to a
person who had previously been married and is purchasing as a single individual for the
first time. The application for homestead benefits must be on a form prescribed by the
commissioner and must contain the data necessary for the assessor to determine if full
homestead benefits are warranted.

(h) If residential or agricultural real estate is occupied and used for purposes of a
homestead by a child of a deceased owner and the property is subject to jurisdiction of
probate court, the child shall receive relative homestead classification under paragraph (c)
or (d) to the same extent they would be entitled to it if the owner was still living, until
the probate is completed. For purposes of this paragraph, "child" includes a relationship
by blood or by marriage.

(1) If a single-family home, duplex, or triplex classified as either residential
homestead or agricultural homestead is also used to provide licensed child care, the
portion of the property used for licensed child care must be classified as a part of the

homestead property.

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

Sec. 8. Minnesota Statutes 2009 Supplement, section 273.124, subdivision 3a, is

amended to read:

Article 1 Sec. 8. 7
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Subd. 3a. Manufactured home park cooperative. (a) When a manufactured home
park is owned by a corporation or association organized under chapter 308A or 308B,
and each person who owns a share or shares in the corporation or association is entitled
to occupy a lot within the park, the corporation or association may claim homestead
treatment for eachtotocetupred-by-asharcholder the park. Each lot must be designated
by legal description or number, and each lot is limited to not more than one-half acre of
land fereach-homestead.

(b) The manufactured home park shall be vataed-and-assessed-astHit-were
homestead-property-withttretass+ entitled to homestead treatment if all of the following

criteria are met:

2y the occupant or the cooperative corporation or association is paying the ad

valorem property taxes and any special assessments levied against the land and structure

either directly, or indirectly through dues to the corporation or association; and

33 (2) the corporation or association organized under chapter 308A or 308B is
wholly owned by persons having a right to occupy a lot owned by the corporation or
association.

(c) A charitable corporation, organized under the laws of Minnesota with no
outstanding stock, and granted a ruling by the Internal Revenue Service for 501(c)(3)
tax-exempt status, qualifies for homestead treatment with respect to memberrestdentsof

the a manufactured home park who if its members hold residential participation warrants

entitling them to occupy a lot in the manufactured home park.

(d) "Homestead treatment"” under this subdivision means the class rate provided for

class 4c¢ property classified under section 273.13, subdivision 25, paragraph (d), clause (5),

item (i1). The homestead market value credit under section 273.1384 does not apply and

the property taxes assessed against the park shall not be included in the determination of

taxes payable for rent paid under section 290A.03.

EFFECTIVE DATE. This section is effective for taxes payable in 2011 and

thereafter.

Sec. 9. Minnesota Statutes 2008, section 273.124, subdivision 8, is amended to read:
Subd. 8. Homestead owned by or leased to family farm corporation, joint farm
venture, limited liability company, or partnership. (a) Each family farm corporation;
each joint family farm venture; and each limited liability company or partnership which
operates a family farm; is entitled to class 1b under section 273.13, subdivision 22,

paragraph (b), or class 2a assessment for one homestead occupied by a shareholder,

Article 1 Sec. 9. 8
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member, or partner thereof who is residing on the land, and actively engaged in farming of
the land owned by the family farm corporation, joint family farm venture, limited liability
company, or partnership. Homestead treatment applies even if legal title to the property is
in the name of the family farm corporation, joint family farm venture, limited liability
company, or partnership, and not in the name of the person residing on it.

"Family farm corporation," "family farm," and "partnership operating a family
farm" have the meanings given in section 500.24, except that the number of allowable
shareholders, members, or partners under this subdivision shall not exceed 12. "Limited
liability company" has the meaning contained in sections 322B.03, subdivision 28, and
500.24, subdivision 2, paragraphs (I) and (m). "Joint family farm venture" means a
cooperative agreement among two or more farm enterprises authorized to operate a family
farm under section 500.24.

(b) In addition to property specified in paragraph (a), any other residences owned
by family farm corporations, joint family farm ventures, limited liability companies,
or partnerships described in paragraph (a) which are located on agricultural land and
occupied as homesteads by its shareholders, members, or partners who are actively
engaged in farming on behalf of that corporation, joint farm venture, limited liability
company, or partnership must also be assessed as class 2a property or as class 1b property
under section 273.13.

(c) Agricultural property that is owned by a member, partner, or shareholder of a
family farm corporation or joint family farm venture, limited liability company operating
a family farm, or by a partnership operating a family farm and leased to the family farm
corporation, limited liability company, partnership, or joint farm venture, as defined in
paragraph (a), is eligible for classification as class 1b or class 2a under section 273.13, if
the owner is actually residing on the property, and is actually engaged in farming the land
on behalf of that corporation, joint farm venture, limited liability company, or partnership.
This paragraph applies without regard to any legal possession rights of the family farm
corporation, joint family farm venture, limited liability company, or partnership under
the lease.

(d) Agricultural property that (1) is owned by a family farm corporation, joint

farm venture, limited liability company, or partnership and (2) is contiguous to a class

2a homestead under section 273.13, subdivision 23, or if noncontiguous, is located in

the same township or city, or not farther than four townships or cities, or combination

thereof from a class 2a homestead, and the class 2a homestead is owned by one of the

shareholders, members, or partners; is entitled to receive the first tier homestead class rate

up to the first tier maximum market value on any remaining market value not received

Article 1 Sec. 9. 9
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on the shareholder's, member's, or partner's homestead class 2a property. The owner

must notify the county assessor by July 1 that a portion of the market value under this

subdivision may be eligible for homestead classification for the current assessment year,

for taxes payable in the following year.

EFFECTIVE DATE. This section is effective for assessment year 2010 and

thereafter, for taxes payable in 2011 and thereafter.

Sec. 10. Minnesota Statutes 2008, section 273.124, subdivision 14, is amended to read:

Subd. 14. Agricultural homesteads; special provisions. (a) Real estate of less than
ten acres that is the homestead of its owner must be classified as class 2a under section
273.13, subdivision 23, paragraph (a), if:

(1) the parcel on which the house is located is contiguous on at least two sides to (i)
agricultural land, (i1) land owned or administered by the United States Fish and Wildlife
Service, or (iii) land administered by the Department of Natural Resources on which in
lieu taxes are paid under sections 477A.11 to 477A.14;

(2) its owner also owns a noncontiguous parcel of agricultural land that is at least
20 acres;

(3) the noncontiguous land is located not farther than four townships or cities, or a
combination of townships or cities from the homestead; and

(4) the agricultural use value of the noncontiguous land and farm buildings is equal
to at least 50 percent of the market value of the house, garage, and one acre of land.

Homesteads initially classified as class 2a under the provisions of this paragraph shall
remain classified as class 2a, irrespective of subsequent changes in the use of adjoining
properties, as long as the homestead remains under the same ownership, the owner owns a
noncontiguous parcel of agricultural land that is at least 20 acres, and the agricultural use
value qualifies under clause (4). Homestead classification under this paragraph is limited
to property that qualified under this paragraph for the 1998 assessment.

(b)(1) Agricultural property shall be classified as the owner's homestead, to the same
extent as other agricultural homestead property, if all of the following criteria are met:

(1) the property consists of at least 40 acres including undivided government lots
and correctional 40's;

(2) the owner, the owner's spouse, the son or daughter of the owner or owner's
spouse, the brother or sister of the owner or owner's spouse, or the grandson or
granddaughter of the owner or the owner's spouse, is actively farming the agricultural

property, either on the person's own behalf as an individual or on behalf of a partnership
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operating a family farm, family farm corporation, joint family farm venture, or limited
liability company of which the person is a partner, shareholder, or member;

(3) both the owner of the agricultural property and the person who is actively
farming the agricultural property under clause (2), are Minnesota residents;

(4) neither the owner nor the spouse of the owner claims another agricultural
homestead in Minnesota; and

(5) neither the owner nor the person actively farming the property lives farther
than four townships or cities, or a combination of four townships or cities, from the
agricultural property, except that if the owner or the owner's spouse is required to live in
employer-provided housing, the owner or owner's spouse, whichever is actively farming
the agricultural property, may live more than four townships or cities, or combination of
four townships or cities from the agricultural property.

The relationship under this paragraph may be either by blood or marriage.

(i1) Real property held by a trustee under a trust is eligible for agricultural homestead
classification under this paragraph if the qualifications in clause (i) are met, except that
"owner" means the grantor of the trust.

(ii1) Property containing the residence of an owner who owns qualified property
under clause (i) shall be classified as part of the owner's agricultural homestead, if that
property is also used for noncommercial storage or drying of agricultural crops.

(c) Noncontiguous land shall be included as part of a homestead under section
273.13, subdivision 23, paragraph (a), only if the homestead is classified as class 2a
and the detached land is located in the same township or city, or not farther than four
townships or cities or combination thereof from the homestead. Any taxpayer of these
noncontiguous lands must notify the county assessor that the noncontiguous land is part of
the taxpayer's homestead, and, if the homestead is located in another county, the taxpayer
must also notify the assessor of the other county.

(d) Agricultural land used for purposes of a homestead and actively farmed by a
person holding a vested remainder interest in it must be classified as a homestead under
section 273.13, subdivision 23, paragraph (a). If agricultural land is classified class 2a,
any other dwellings on the land used for purposes of a homestead by persons holding
vested remainder interests who are actively engaged in farming the property, and up to
one acre of the land surrounding each homestead and reasonably necessary for the use of
the dwelling as a home, must also be assessed class 2a.

(e) Agricultural land and buildings that were class 2a homestead property under
section 273.13, subdivision 23, paragraph (a), for the 1997 assessment shall remain

classified as agricultural homesteads for subsequent assessments if:
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(1) the property owner abandoned the homestead dwelling located on the agricultural
homestead as a result of the April 1997 floods;

(2) the property is located in the county of Polk, Clay, Kittson, Marshall, Norman,
or Wilkin;

(3) the agricultural land and buildings remain under the same ownership for the
current assessment year as existed for the 1997 assessment year and continue to be used
for agricultural purposes;

(4) the dwelling occupied by the owner is located in Minnesota and is within 30
miles of one of the parcels of agricultural land that is owned by the taxpayer; and

(5) the owner notifies the county assessor that the relocation was due to the 1997
floods, and the owner furnishes the assessor any information deemed necessary by the
assessor in verifying the change in dwelling. Further notifications to the assessor are not
required if the property continues to meet all the requirements in this paragraph and any
dwellings on the agricultural land remain uninhabited.

(f) Agricultural land and buildings that were class 2a homestead property under
section 273.13, subdivision 23, paragraph (a), for the 1998 assessment shall remain
classified agricultural homesteads for subsequent assessments if:

(1) the property owner abandoned the homestead dwelling located on the agricultural
homestead as a result of damage caused by a March 29, 1998, tornado;

(2) the property is located in the county of Blue Earth, Brown, Cottonwood,
LeSueur, Nicollet, Nobles, or Rice;

(3) the agricultural land and buildings remain under the same ownership for the
current assessment year as existed for the 1998 assessment year;

(4) the dwelling occupied by the owner is located in this state and is within 50 miles
of one of the parcels of agricultural land that is owned by the taxpayer; and

(5) the owner notifies the county assessor that the relocation was due to a March 29,
1998, tornado, and the owner furnishes the assessor any information deemed necessary by
the assessor in verifying the change in homestead dwelling. For taxes payable in 1999, the
owner must notify the assessor by December 1, 1998. Further notifications to the assessor
are not required if the property continues to meet all the requirements in this paragraph
and any dwellings on the agricultural land remain uninhabited.

(g) Agricultural property of a family farm corporation, joint family farm venture,
family farm limited liability company, or partnership operating a family farm as described
under subdivision 8 shall be classified homestead, to the same extent as other agricultural

homestead property, if all of the following criteria are met:
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(1) the property consists of at least 40 acres including undivided government lots
and correctional 40's;

(2) a shareholder, member, or partner of that entity is actively farming the
agricultural property;

(3) that shareholder, member, or partner who is actively farming the agricultural
property is a Minnesota resident;

(4) neither that shareholder, member, or partner, nor the spouse of that shareholder,
member, or partner claims another agricultural homestead in Minnesota; and

(5) that shareholder, member, or partner does not live farther than four townships or
cities, or a combination of four townships or cities, from the agricultural property.

Homestead treatment applies under this paragraph for property leased to a family
farm corporation, joint farm venture, limited liability company, or partnership operating a
family farm if legal title to the property is in the name of an individual who is a member,
shareholder, or partner in the entity.

(h) To be eligible for the special agricultural homestead under this subdivision, an
initial full application must be submitted to the county assessor where the property is
located. Owners and the persons who are actively farming the property shall be required
to complete only a one-page abbreviated version of the application in each subsequent
year provided that none of the following items have changed since the initial application:

(1) the day-to-day operation, administration, and financial risks remain the same;

(2) the owners and the persons actively farming the property continue to live within
the four townships or city criteria and are Minnesota residents;

(3) the same operator of the agricultural property is listed with the Farm Service
Agency;

(4) a Schedule F or equivalent income tax form was filed for the most recent year;

(5) the property's acreage is unchanged; and

(6) none of the property's acres have been enrolled in a federal or state farm program
since the initial application.

The owners and any persons who are actively farming the property must include
the appropriate Social Security numbers, and sign and date the application. If any of the
specified information has changed since the full application was filed, the owner must
notify the assessor, and must complete a new application to determine if the property
continues to qualify for the special agricultural homestead. The commissioner of revenue

shall prepare a standard reapplication form for use by the assessors.
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(1) Agricultural land and buildings that were class 2a homestead property under
section 273.13, subdivision 23, paragraph (a), for the 2007 assessment shall remain
classified agricultural homesteads for subsequent assessments if:

(1) the property owner abandoned the homestead dwelling located on the agricultural
homestead as a result of damage caused by the August 2007 floods;

(2) the property is located in the county of Dodge, Fillmore, Houston, Olmsted,
Steele, Wabasha, or Winona;

(3) the agricultural land and buildings remain under the same ownership for the
current assessment year as existed for the 2007 assessment year;

(4) the dwelling occupied by the owner is located in this state and is within 50 miles
of one of the parcels of agricultural land that is owned by the taxpayer; and

(5) the owner notifies the county assessor that the relocation was due to the August
2007 floods, and the owner furnishes the assessor any information deemed necessary by
the assessor in verifying the change in homestead dwelling. For taxes payable in 2009, the
owner must notify the assessor by December 1, 2008. Further notifications to the assessor
are not required if the property continues to meet all the requirements in this paragraph
and any dwellings on the agricultural land remain uninhabited.

(1) Agricultural land and buildings that were class 2a homestead property under

section 273.13, subdivision 23, paragraph (a), for the 2008 assessment shall remain

classified as agricultural homesteads for subsequent assessments if:

(1) the property owner abandoned the homestead dwelling located on the agricultural

homestead as a result of the March 2009 floods;

(2) the property is located in the county of Marshall;

(3) the agricultural land and buildings remain under the same ownership for the

current assessment year as existed for the 2008 assessment year and continue to be used

for agricultural purposes;

(4) the dwelling occupied by the owner is located in Minnesota and is within 50

miles of one of the parcels of agricultural land that is owned by the taxpayer; and

(5) the owner notifies the county assessor that the relocation was due to the 2009

floods, and the owner furnishes the assessor any information deemed necessary by the

assessor in verifying the change in dwelling. Further notifications to the assessor are not

required if the property continues to meet all the requirements in this paragraph and any

dwellings on the agricultural land remain uninhabited.

EFFECTIVE DATE. This section is effective for assessment years 2010 and 2011,

for taxes payable in 2011 and 2012.
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Sec. 11. Minnesota Statutes 2009 Supplement, section 273.13, subdivision 23, is
amended to read:

Subd. 23. Class 2. (a) An agricultural homestead consists of class 2a agricultural
land that is homesteaded, along with any class 2b rural vacant land that is contiguous to
the class 2a land under the same ownership. The market value of the house and garage
and immediately surrounding one acre of land has the same class rates as class 1a or 1b
property under subdivision 22. The value of the remaining land including improvements
up to the first tier valuation limit of agricultural homestead property has a net class rate
of 0.5 percent of market value. The remaining property over the first tier has a class rate
of one percent of market value. For purposes of this subdivision, the "first tier valuation
limit of agricultural homestead property" and "first tier" means the limit certified under
section 273.11, subdivision 23.

(b) Class 2a agricultural land consists of parcels of property, or portions thereof, that
are agricultural land and buildings. Class 2a property has a net class rate of one percent of
market value, unless it is part of an agricultural homestead under paragraph (a). Class
2a property must also include any property that would otherwise be classified as 2b,
but is interspersed with class 2a property, including but not limited to sloughs, wooded
wind shelters, acreage abutting ditches, ravines, rock piles, land subject to a setback
requirement, and other similar land that is impractical for the assessor to value separately
from the rest of the property or that is unlikely to be able to be sold separately from
the rest of the property.

An assessor may classify the part of a parcel described in this subdivision that is used
for agricultural purposes as class 2a and the remainder in the class appropriate to its use.

(c) Class 2b rural vacant land consists of parcels of property, or portions thereof,
that are unplatted real estate, rural in character and not used for agricultural purposes,
including land used for growing trees for timber, lumber, and wood and wood products,
that is not improved with a structure. The presence of a minor, ancillary nonresidential
structure as defined by the commissioner of revenue does not disqualify the property from
classification under this paragraph. Any parcel of 20 acres or more improved with a
structure that is not a minor, ancillary nonresidential structure must be split-classified, and
ten acres must be assigned to the split parcel containing the structure. Class 2b property
has a net class rate of one percent of market value unless it is part of an agricultural
homestead under paragraph (a), or qualifies as class 2¢ under paragraph (d).

(d) Class 2c managed forest land consists of no less than 20 and no more than 1,920
acres statewide per taxpayer that is being managed under a forest management plan that

meets the requirements of chapter 290C, but is not enrolled in the sustainable forest
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resource management incentive program. It has a class rate of .65 percent, provided that
the owner of the property must apply to the assessor in order for the property to initially
qualify for the reduced rate and provide the information required by the assessor to verify
that the property qualifies for the reduced rate. If the assessor receives the application
and information before May 1 in an assessment year, the property qualifies beginning
with that assessment year. If the assessor receives the application and information after
April 30 in an assessment year, the property may not qualify until the next assessment
year. The commissioner of natural resources must concur that the land is qualified. The
commissioner of natural resources shall annually provide county assessors verification
information on a timely basis. The presence of a minor, ancillary nonresidential structure
as defined by the commissioner of revenue does not disqualify the property from
classification under this paragraph.

(e) Agricultural land as used in this section means contiguous acreage of ten
acres or more, used during the preceding year for agricultural purposes. "Agricultural
purposes” as used in this section means the raising, cultivation, drying, or storage of
agricultural products for sale, or the storage of machinery or equipment used in support
of agricultural production by the same farm entity. For a property to be classified as
agricultural based only on the drying or storage of agricultural products, the products
being dried or stored must have been produced by the same farm entity as the entity
operating the drying or storage facility. "Agricultural purposes" also includes enrollment
in the Reinvest in Minnesota program under sections 103F.501 to 103F.535 or the federal
Conservation Reserve Program as contained in Public Law 99-198 or a similar state
or federal conservation program if the property was classified as agricultural (i) under
this subdivision for the assessment year 2002 or (ii) in the year prior to its enrollment.
Agricultural classification shall not be based upon the market value of any residential
structures on the parcel or contiguous parcels under the same ownership.

(f) Real estate of less than ten acres, which is exclusively or intensively used for
raising or cultivating agricultural products, shall be considered as agricultural land. To
qualify under this paragraph, property that includes a residential structure must be used
intensively for one of the following purposes:

(1) for drying or storage of grain or storage of machinery or equipment used to
support agricultural activities on other parcels of property operated by the same farming
entity;

(i1) as a nursery, provided that only those acres used to produce nursery stock are

considered agricultural land;
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(1i1) for livestock or poultry confinement, provided that land that is used only for
pasturing and grazing does not qualify; or

(iv) for market farming; for purposes of this paragraph, "market farming" means the
cultivation of one or more fruits or vegetables or production of animal or other agricultural
products for sale to local markets by the farmer or an organization with which the farmer
is affiliateds; or

(v) the commercial processing of milk into cheese products from milk produced

on the property.

(g) Land shall be classified as agricultural even if all or a portion of the agricultural
use of that property is the leasing to, or use by another person for agricultural purposes.

Classification under this subdivision is not determinative for qualifying under
section 273.111.

(h) The property classification under this section supersedes, for property tax
purposes only, any locally administered agricultural policies or land use restrictions that
define minimum or maximum farm acreage.

(1) The term "agricultural products" as used in this subdivision includes production
for sale of:

(1) livestock, dairy animals, dairy products, poultry and poultry products, fur-bearing
animals, horticultural and nursery stock, fruit of all kinds, vegetables, forage, grains,
bees, and apiary products by the owner;

(2) fish bred for sale and consumption if the fish breeding occurs on land zoned
for agricultural use;

(3) the commercial boarding of horses, which may include related horse training

and riding instruction, if the boarding is done treonjtnrettonwith on property that is also

used for raising pasture to graze horses or raising or cultivating other agricultural products

as defined in clause (1);

(4) property which is owned and operated by nonprofit organizations used for
equestrian activities, excluding racing;

(5) game birds and waterfowl bred and raised for use on a shooting preserve licensed
under section 97A.115;

(6) insects primarily bred to be used as food for animals;

(7) trees, grown for sale as a crop, including short rotation woody crops, and not
sold for timber, lumber, wood, or wood products; and

(8) maple syrup taken from trees grown by a person licensed by the Minnesota

Department of Agriculture under chapter 28A as a food processors; and
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(9) the commercial processing of milk into cheese products from milk produced on

the property, provided the property is also the homestead of the property owner.

(j) If a parcel used for agricultural purposes is also used for commercial or industrial
purposes, including but not limited to:

(1) wholesale and retail sales;

(2) processing of raw agricultural products or other goods;

(3) warehousing or storage of processed goods; and

(4) office facilities for the support of the activities enumerated in clauses (1), (2),

and (3),

the assessor shall classify the part of the parcel used for agricultural purposes as class

1b, 2a, or 2b, whichever is appropriate, and the remainder in the class appropriate to its
use. The grading, sorting, and packaging of raw agricultural products for first sale is
considered an agricultural purpose. A greenhouse or other building where horticultural

or nursery products are grown that is also used for the conduct of retail sales must be
classified as agricultural if it is primarily used for the growing of horticultural or nursery
products from seed, cuttings, or roots and occasionally as a showroom for the retail sale of
those products. Use of a greenhouse or building only for the display of already grown
horticultural or nursery products does not qualify as an agricultural purpose.

(k) The assessor shall determine and list separately on the records the market value
of the homestead dwelling and the one acre of land on which that dwelling is located. If
any farm buildings or structures are located on this homesteaded acre of land, their market
value shall not be included in this separate determination.

(1) Class 2d airport landing area consists of a landing area or public access area of
a privately owned public use airport. It has a class rate of one percent of market value.
To qualitfy for classification under this paragraph, a privately owned public use airport
must be licensed as a public airport under section 360.018. For purposes of this paragraph,
"landing area" means that part of a privately owned public use airport properly cleared,
regularly maintained, and made available to the public for use by aircraft and includes
runways, taxiways, aprons, and sites upon which are situated landing or navigational aids.
A landing area also includes land underlying both the primary surface and the approach
surfaces that comply with all of the following:

(1) the land is properly cleared and regularly maintained for the primary purposes of
the landing, taking off, and taxiing of aircraft; but that portion of the land that contains
facilities for servicing, repair, or maintenance of aircraft is not included as a landing area;

(1) the land is part of the airport property; and

(ii1) the land is not used for commercial or residential purposes.
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The land contained in a landing area under this paragraph must be described and certified
by the commissioner of transportation. The certification is effective until it is modified,
or until the airport or landing area no longer meets the requirements of this paragraph.
For purposes of this paragraph, "public access area" means property used as an aircraft
parking ramp, apron, or storage hangar, or an arrival and departure building in connection
with the airport.

(m) Class 2e consists of land with a commercial aggregate deposit that is not actively
being mined and is not otherwise classified as class 2a or 2b, provided that the land is not
located in a county that has elected to opt-out of the aggregate preservation program as
provided in section 273.1115, subdivision 6. It has a class rate of one percent of market
value. To qualify for classification under this paragraph, the property must be at least
ten contiguous acres in size and the owner of the property must record with the county
recorder of the county in which the property is located an affidavit containing:

(1) a legal description of the property;

(2) a disclosure that the property contains a commercial aggregate deposit that is not
actively being mined but is present on the entire parcel enrolled;

(3) documentation that the conditional use under the county or local zoning
ordinance of this property is for mining; and

(4) documentation that a permit has been issued by the local unit of government
or the mining activity is allowed under local ordinance. The disclosure must include a
statement from a registered professional geologist, engineer, or soil scientist delineating
the deposit and certifying that it is a commercial aggregate deposit.

For purposes of this section and section 273.1115, "commercial aggregate deposit"
means a deposit that will yield crushed stone or sand and gravel that is suitable for use
as a construction aggregate; and "actively mined" means the removal of top soil and
overburden in preparation for excavation or excavation of a commercial deposit.

(n) When any portion of the property under this subdivision or subdivision 22 begins
to be actively mined, the owner must file a supplemental affidavit within 60 days from
the day any aggregate is removed stating the number of acres of the property that is
actively being mined. The acres actively being mined must be (1) valued and classified
under subdivision 24 in the next subsequent assessment year, and (2) removed from the
aggregate resource preservation property tax program under section 273.1115, if the
land was enrolled in that program. Copies of the original affidavit and all supplemental
affidavits must be filed with the county assessor, the local zoning administrator, and the
Department of Natural Resources, Division of Land and Minerals. A supplemental

affidavit must be filed each time a subsequent portion of the property is actively mined,
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provided that the minimum acreage change is five acres, even if the actual mining activity
constitutes less than five acres.

(o) The definitions prescribed by the commissioner under paragraphs (c) and (d) are
not rules and are exempt from the rulemaking provisions of chapter 14, and the provisions

in section 14.386 concerning exempt rules do not apply.

EFFECTIVE DATE. This section is effective for taxes payable in 2011 and

thereafter.

Sec. 12. Minnesota Statutes 2009 Supplement, section 273.13, subdivision 25, is

amended to read:

Subd. 25. Class 4. (a) Class 4a is residential real estate containing four or more
units and used or held for use by the owner or by the tenants or lessees of the owner
as a residence for rental periods of 30 days or more, excluding property qualifying for
class 4d. Class 4a also includes hospitals licensed under sections 144.50 to 144.56, other
than hospitals exempt under section 272.02, and contiguous property used for hospital
purposes, without regard to whether the property has been platted or subdivided. The
market value of class 4a property has a class rate of 1.25 percent.

(b) Class 4b includes:

(1) residential real estate containing less than four units that does not qualify as class
4bb, other than seasonal residential recreational property;

(2) manufactured homes not classified under any other provision;

(3) a dwelling, garage, and surrounding one acre of property on a nonhomestead
farm classified under subdivision 23, paragraph (b) containing two or three units; and

(4) unimproved property that is classified residential as determined under subdivision
33.

The market value of class 4b property has a class rate of 1.25 percent.

(c) Class 4bb includes:

(1) nonhomestead residential real estate containing one unit, other than seasonal
residential recreational property; and

(2) a single family dwelling, garage, and surrounding one acre of property on a
nonhomestead farm classified under subdivision 23, paragraph (b).

Class 4bb property has the same class rates as class 1a property under subdivision 22.

Property that has been classified as seasonal residential recreational property at
any time during which it has been owned by the current owner or spouse of the current
owner does not qualify for class 4bb.

(d) Class 4c property includes:
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(1) except as provided in subdivision 22, paragraph (c), real and personal property
devoted to temporary and seasonal residential occupancy for recreation purposes,
including real and personal property devoted to temporary and seasonal residential
occupancy for recreation purposes and not devoted to commercial purposes for more
than 250 days in the year preceding the year of assessment. For purposes of this clause,
property is devoted to a commercial purpose on a specific day if any portion of the
property is used for residential occupancy, and a fee is charged for residential occupancy.
Class 4c property under this clause must contain three or more rental units. A "rental unit"
is defined as a cabin, condominium, townhouse, sleeping room, or individual camping site
equipped with water and electrical hookups for recreational vehicles. Class 4c property
under this clause must provide recreational activities such as renting ice fishing houses,
boats and motors, snowmobiles, downhill or cross-country ski equipment; provide marina
services, launch services, or guide services; or sell bait and fishing tackle. A camping pad
offered for rent by a property that otherwise qualifies for class 4c under this clause is also
class 4c under this clause regardless of the term of the rental agreement, as long as the
use of the camping pad does not exceed 250 days. In order for a property to be classified
as class 4c, seasonal residential recreational for commercial purposes under this clause,
(1) at least 40 percent of the annual gross lodging receipts related to the property must be
from business conducted during 90 consecutive days and either 1y (A) at least 60 percent
of all paid bookings by lodging guests during the year must be for periods of at least
two consecutive nights; or t1 (B) at least 20 percent of the annual gross receipts must
be from charges for rental of fish houses, boats and motors, snowmobiles, downhill or
cross-country ski equipment, or charges for marina services, launch services, and guide

services, or the sale of bait and fishing tacklex; or (i) the property contains 20 or fewer

rental units, is devoted to temporary residential occupancy for no more than 250 days in

the year, is located in a township or a city with a population of 2,500 or less, that is located

outside the metropolitan area as defined under section 473.121, subdivision 2, and that

contains a portion of a state trail administered by the Department of Natural Resources.

For purposes of this determination, a paid booking of five or more nights shall be counted
as two bookings. Class 4c property classified under this clause also includes commercial
use real property used exclusively for recreational purposes in conjunction with other
class 4c property classified under this clause and devoted to temporary and seasonal
residential occupancy for recreational purposes, up to a total of two acres, provided the
property is not devoted to commercial recreational use for more than 250 days in the year
preceding the year of assessment and is located within two miles of the class 4c property

with which it is used. Owners of real and personal property devoted to temporary and

Article 1 Sec. 12. 21



22.1

222

223

22.4

22.5

22.6

22.7

22.8

22.9

22.10

22.11

22.12

22.13

22.14

22.15

22.16

22.17

22.18

22.19

22.20

22.21

22.22

22.23

22.24

22.25

22.26

22.27

22.28

22.29

22.30

22.31

22.32

22.33

22.34

22.35

22.36

HF3408 COMMITTEE ENGROSSMENT REVISOR HH CEH3408-1

seasonal residential occupancy for recreation purposes and all or a portion of which was
devoted to commercial purposes for not more than 250 days in the year preceding the
year of assessment desiring classification as class 4c, must submit a declaration to the
assessor designating the cabins or units occupied for 250 days or less in the year preceding
the year of assessment by January 15 of the assessment year. Those cabins or units and
a proportionate share of the land on which they are located must be designated class

4c under this clause as otherwise provided. The remainder of the cabins or units and a
proportionate share of the land on which they are located will be designated as class 3a.
The owner of property desiring designation as class 4c property under this clause must
provide guest registers or other records demonstrating that the units for which class 4c
designation is sought were not occupied for more than 250 days in the year preceding the
assessment if so requested. The portion of a property operated as a (1) restaurant, (2) bar,
(3) gift shop, (4) conference center or meeting room, and (5) other nonresidential facility
operated on a commercial basis not directly related to temporary and seasonal residential
occupancy for recreation purposes does not qualify for class 4c;

(2) qualified property used as a golf course if:

(1) it is open to the public on a daily fee basis. It may charge membership fees or
dues, but a membership fee may not be required in order to use the property for golfing,
and its green fees for golfing must be comparable to green fees typically charged by
municipal courses; and

(1) it meets the requirements of section 273.112, subdivision 3, paragraph (d).

A structure used as a clubhouse, restaurant, or place of refreshment in conjunction
with the golf course is classified as class 3a property;

(3) real property up to a maximum of three acres of land owned and used by a
nonprofit community service oriented organization and not used for residential purposes
on either a temporary or permanent basis, provided that:

(1) the property is not used for a revenue-producing activity for more than six days
in the calendar year preceding the year of assessment; or

(i1) the organization makes annual charitable contributions and donations at least
equal to the property's previous year's property taxes and the property is allowed to be
used for public and community meetings or events for no charge, as appropriate to the
size of the 