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FORTY-THIRD DAY

St. Paul, Minnesota, Wednesday, April 24, 2013

The Senate met at 11:00 a.m. and was called to order by the President.

CALL OF THE SENATE

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

Prayer was offered by the Chaplain, Rev. Phil Shaw.

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

The roll was called, and the following Senators answered to their names:

Anderson Dziedzic Ingebrigtsen Nienow Schmit
Bakk Eaton Jensen Ortman Senjem
Benson Eken Johnson Osmek Sheran
Bonoff Fischbach Kent Pappas Skoe
Brown Franzen Kiffmeyer Pederson, J. Sparks
Carlson Gazelka Koenen Petersen, B. Stumpf
Chamberlain Goodwin Limmer Pratt Thompson
Champion Hall Lourey Reinert Tomassoni
Clausen Hann Marty Rest Torres Ray
Cohen Hawj Metzen Rosen Weber
Dahle Hayden Miller Ruud Westrom
Dahms Hoffman Nelson Saxhaug Wiger
Dibble Housley Newman Scalze Wiklund

The President declared a quorum present.

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

MESSAGES FROM THE HOUSE
Madam President:

I have the honor to announce the passage by the House of the following Senate File, AS
AMENDED by the House, in which amendments the concurrence of the Senate is respectfully
requested:

S.F. No. 359: A bill for an act relating to state government; designating the month of April as
Genocide Awareness and Prevention Month; proposing coding for new law in Minnesota Statutes,
chapter 10.
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Senate File No. 359 is herewith returned to the Senate.

Albin A. Mathiowetz, Chief Clerk, House of Representatives
Returned April 23, 2013

CONCURRENCE AND REPASSAGE

Senator Pappas moved that the Senate concur in the amendments by the House to S.F. No. 359
and that the bill be placed on its repassage as amended. The motion prevailed.

S.F. No. 359 was read the third time, as amended by the House, and placed on its repassage.
The question was taken on the repassage of the bill, as amended.
The roll was called, and there were yeas 59 and nays 2, as follows:

Those who voted in the affirmative were:

Anderson Dziedzic Ingebrigtsen Nienow Sheran
Bakk Eaton Jensen Ortman Skoe
Benson Eken Johnson Osmek Sparks
Bonoff Fischbach Kent Pappas Stumpf
Carlson Franzen Kiffmeyer Pederson, J. Thompson
Chamberlain Gazelka Koenen Pratt Tomassoni
Champion Goodwin Limmer Reinert Torres Ray
Clausen Hann Lourey Rest Weber
Cohen Hawj Marty Ruud Westrom
Dahle Hayden Metzen Saxhaug Wiger
Dahms Hoffman Miller Scalze Wiklund
Dibble Housley Newman Senjem

Those who voted in the negative were:
Brown Hall

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

MESSAGES FROM THE HOUSE - CONTINUED
Madam President:

I have the honor to announce the passage by the House of the following House Files, herewith
transmitted: H.F. Nos. 791 and 1304.

Albin A. Mathiowetz, Chief Clerk, House of Representatives
Transmitted April 23, 2013

FIRST READING OF HOUSE BILLS
The following bills were read the first time.

H.F. No. 791: A bill for an act relating to insurance; regulating annuity products; enacting and
modifying a model regulation adopted by the National Association of Insurance Commissioners
relating to suitability in annuity transactions; proposing coding for new law in Minnesota Statutes,
chapter 72A.
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Referred to the Committee on Rules and Administration for comparison with S.F. No. 574, now
on General Orders.

H.F. No. 1304: A bill for an act relating to transportation; amending regulations governing
school bus use for special events; amending Minnesota Statutes 2012, sections 168.013, subdivision
18; 169.011, by adding a subdivision; 169.441, subdivision 3; 169.443, subdivision 3; proposing
coding for new law in Minnesota Statutes, chapter 169.

Referred to the Committee on Rules and Administration for comparison with S.F. No. 1133, now
on General Orders.

REPORTS OF COMMITTEES

Senator Bakk moved that the Committee Reports at the Desk be now adopted. The motion
prevailed.

Senator Cohen from the Committee on Finance, to which was re-referred

S.F. No. 723: A bill for an act relating to higher education; providing for the treatment
of undocumented immigrants with respect to financial aid and tuition at public postsecondary
institutions; amending Minnesota Statutes 2012, section 136A.101, subdivision 8; proposing coding
for new law in Minnesota Statutes, chapter 135A; repealing Minnesota Rules, part 4830.0100,
subpart 5, item F.

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

Page 1, line 16, delete everything after "status" and insert ": (i) documentation that the student
has complied with selective service registration requirements; and (ii) if a federal process exists
for the student to obtain lawful immigration status the student must present the higher education
institution with documentation from federal immigration authorities that the student has filed an
application to obtain lawful immigration status."

Page 1, delete lines 17 to 19
Page 3, after line 2, insert:

"Sec. 4. APPROPRIATION.

$100,000 in fiscal year 2014 is appropriated from the general fund to the Office of Higher
Education for the information technology costs associated with the implementation of this act. This
is a onetime appropriation."

Renumber the sections in sequence
Amend the title as follows:
Page 1, line 4, after the semicolon, insert "appropriating money;"

And when so amended the bill do pass. Amendments adopted. Report adopted.
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Senator Cohen from the Committee on Finance, to which was referred

S.F. No. 767: A bill for an act relating to education finance; removing obsolete language from
the calculation of referendum equalization revenue; amending Minnesota Statutes 2012, section
126C.17, subdivision 5.

Reports the same back with the recommendation that the bill do pass. Report adopted.
Senator Cohen from the Committee on Finance, to which was re-referred

S.F. No. 978: A bill for an act relating to education; modifying policies for early childhood
through grade 12 education, including general education, education excellence, special programs,
libraries, and early childhood education; amending Minnesota Statutes 2012, sections 15.059,
subdivision 5b; 120A.22, subdivisions 5, 8, 11; 120A.24, subdivision 1; 120A.41; 120B.02;
120B.021, subdivision 1; 120B.023; 120B.024; 120B.125; 120B.128; 120B.15; 120B.30,
subdivisions 1, la; 120B.31, subdivision 1; 120B.36, subdivision 1; 122A.09, subdivision 4;
123B.88, subdivision 22; 123B.92, subdivision 1; 124D.10; 124D.111, subdivision 1; 124D.122;
124D.52, by adding a subdivision; 124D.79, subdivision 1, by adding a subdivision; 125A.27,
subdivisions 8, 11, 14; 125A.28; 125A.29; 125A.30; 125A.32; 125A.33; 125A.35, subdivision
1; 125A.36; 125A.43; 126C.01, by adding a subdivision; 126C.05, subdivision 8; 126C.10,
subdivisions 1, 14, by adding a subdivision; 126C.15, subdivisions 1, 2; 126C.44; 260A.02,
subdivision 3; 260A.03; 260A.05, subdivision 1; 260A.07, subdivision 1; 260C.007, subdivision
19; Laws 2011, First Special Session chapter 11, article 7, section 2, subdivision 8, as amended;
proposing coding for new law in Minnesota Statutes, chapters 120B; 124D; repealing Minnesota
Statutes 2012, section 125A.35, subdivisions 4, 5; Minnesota Rules, parts 3501.0010; 3501.0020;
3501.0030, subparts 1, 2, 3, 4, 5, 6, 7, 9, 10, 11, 12, 13, 14, 15, 16; 3501.0040; 3501.0050;
3501.0060; 3501.0090; 3501.0100; 3501.0110; 3501.0120; 3501.0130; 3501.0140; 3501.0150;
3501.0160; 3501.0170; 3501.0180; 3501.0200; 3501.0210; 3501.0220; 3501.0230; 3501.0240;
3501.0250; 3501.0270; 3501.0280, subparts 1, 2; 3501.0290; 3501.0505; 3501.0510; 3501.0515;
3501.0520; 3501.0525; 3501.0530; 3501.0535; 3501.0540; 3501.0545; 3501.0550; 3501.1000;
3501.1020; 3501.1030; 3501.1040; 3501.1050; 3501.1110; 3501.1120; 3501.1130; 3501.1140;
3501.1150; 3501.1160; 3501.1170; 3501.1180; 3501.1190.

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

Delete everything after the enacting clause and insert:

"ARTICLE 1
GENERAL EDUCATION
Section 1. Minnesota Statutes 2012, section 120A.41, is amended to read:
120A.41 LENGTH OF SCHOOL YEAR; HOURS OF INSTRUCTION.

A school board's annual school calendar must include at least 425 hours of instruction for a
kindergarten student without a disability, 935 hours of instruction for a student in grades 1 though
6 and 1 020 hours of 1nstruct10n for a student in grades 7 though 12, not including summer school.

J : c ct-to—adopt A school board's annual calendar must
include at least 165 days of instruction for a student in grades 1 through 11 unless a four-day week
schedule untess has been approved by the commissioner under section 124D.126.
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Sec. 2. Minnesota Statutes 2012, section 123B.88, subdivision 22, is amended to read:

Subd. 22. Postsecondary enrollment options pupils. Districts may provide bus transportation
along school bus routes when space is available, for pupils attending programs at a postsecondary
1nst1tut10n under the postsecondary enrollment optrons program The—t-ra—nsptrrtat—ron—rs—perm—rt-ted

attor: Fees collected for this
service under section 123B 36, subdivision 1, paragraph (13) shall be subtracted from the
authorized cost for nonregular transportation for the purpose of section 123B.92. A school district
may provide transportation for a pupil participating in an articulated program operated under an
agreement between the school district and the postsecondary institution.

Sec. 3. Minnesota Statutes 2012, section 123B.92, subdivision 1, is amended to read:

Subdivision 1. Definitions. For purposes of this section and section 125A.76, the terms defined
in this subdivision have the meanings given to them.

(a) "Actual expenditure per pupil transported in the regular and excess transportation categories"
means the quotient obtained by dividing:

(1) the sum of:

(i) all expenditures for transportation in the regular category, as defined in paragraph (b), clause
(1), and the excess category, as defined in paragraph (b), clause (2), plus

(i1) an amount equal to one year's depreciation on the district's school bus fleet and mobile units
computed on a straight line basis at the rate of 15 percent per year for districts operating a program
under section 124D.128 for grades 1 to 12 for all students in the district and 12-1/2 percent per year
for other districts of the cost of the fleet, plus

(iii) an amount equal to one year's depreciation on the district's type III vehicles, as defined in
section 169.011, subdivision 71, which must be used a majority of the time for pupil transportation
purposes, computed on a straight line basis at the rate of 20 percent per year of the cost of the type
three school buses by:

(2) the number of pupils eligible for transportation in the regular category, as defined in paragraph
(b), clause (1), and the excess category, as defined in paragraph (b), clause (2).

(b) "Transportation category" means a category of transportation service provided to pupils as
follows:

(1) Regular transportation is:

(i) transportation to and from school during the regular school year for resident elementary
pupils residing one mile or more from the public or nonpublic school they attend, and resident
secondary pupils residing two miles or more from the public or nonpublic school they attend,
excluding desegregation transportation and noon kindergarten transportation; but with respect to
transportation of pupils to and from nonpublic schools, only to the extent permitted by sections
123B.84 to 123B.87;

(i1) transportation of resident pupils to and from language immersion programs;
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(iii) transportation of a pupil who is a custodial parent and that pupil's child between the pupil's
home and the child care provider and between the provider and the school, if the home and provider
are within the attendance area of the school;

(iv) transportation to and from or board and lodging in another district, of resident pupils of a
district without a secondary school; and

(v) transportation to and from school during the regular school year required under subdivision
3 for nonresident elementary pupils when the distance from the attendance area border to the
public school is one mile or more, and for nonresident secondary pupils when the distance from
the attendance area border to the public school is two miles or more, excluding desegregation
transportation and noon kindergarten transportation.

For the purposes of this paragraph, a district may designate a licensed day care facility, school
day care facility, respite care facility, the residence of a relative, or the residence of a person or other
location chosen by the pupil's parent or guardian, or an after-school program for children operated
by a political subdivision of the state, as the home of a pupil for part or all of the day, if requested
by the pupil's parent or guardian, and if that facility, residence, or program is within the attendance
area of the school the pupil attends.

(2) Excess transportation is:

(1) transportation to and from school during the regular school year for resident secondary pupils
residing at least one mile but less than two miles from the public or nonpublic school they attend,
and transportation to and from school for resident pupils residing less than one mile from school who
are transported because of full-service school zones, extraordinary traffic, drug, or crime hazards;
and

(ii) transportation to and from school during the regular school year required under subdivision
3 for nonresident secondary pupils when the distance from the attendance area border to the school
is at least one mile but less than two miles from the public school they attend, and for nonresident
pupils when the distance from the attendance area border to the school is less than one mile from
the school and who are transported because of full-service school zones, extraordinary traffic, drug,
or crime hazards.

(3) Desegregation transportation is transportation within and outside of the district during the
regular school year of pupils to and from schools located outside their normal attendance areas under
a plan for desegregation mandated by the commissioner or under court order.

(4) "Transportation services for pupils with disabilities" is:

(i) transportation of pupils with disabilities who cannot be transported on a regular school bus
between home or a respite care facility and school,

(i1) necessary transportation of pupils with disabilities from home or from school to other
buildings, including centers such as developmental achievement centers, hospitals, and treatment
centers where special instruction or services required by sections 125A.03 to 125A.24, 125A.26 to
125A.48, and 125A.65 are provided, within or outside the district where services are provided;

(iii) necessary transportation for resident pupils with disabilities required by sections 125A.12,
and 125A.26 to 125A.48;
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(iv) board and lodging for pupils with disabilities in a district maintaining special classes;

(v) transportation from one educational facility to another within the district for resident pupils
enrolled on a shared-time basis in educational programs, and necessary transportation required by
sections 125A.18, and 125A.26 to 125A.48, for resident pupils with disabilities who are provided
special instruction and services on a shared-time basis or if resident pupils are not transported, the
costs of necessary travel between public and private schools or neutral instructional sites by essential
personnel employed by the district's program for children with a disability;

(vi) transportation for resident pupils with disabilities to and from board and lodging facilities
when the pupil is boarded and lodged for educational purposes;

(vii) transportation of pupils for a curricular field trip activity on a school bus equipped with a
power lift when the power lift is required by a student's disability or section 504 plan; and

(viii) services described in clauses (i) to (vii), when provided for pupils with disabilities in
conjunction with a summer instructional program that relates to the pupil's individualized education
program or in conjunction with a learning year program established under section 124D.128.

For purposes of computing special education initial aid under section 125A.76, subdivision 2,
the cost of providing transportation for children with disabilities includes (A) the additional cost of
transporting a homeless student from a temporary nonshelter home in another district to the school
of origin, or a formerly homeless student from a permanent home in another district to the school
of origin but only through the end of the academic year; and (B) depreciation on district-owned
school buses purchased after July 1, 2005, and used primarily for transportation of pupils with
disabilities, calculated according to paragraph (a), clauses (ii) and (iii). Depreciation costs included
in the disabled transportation category must be excluded in calculating the actual expenditure per
pupil transported in the regular and excess transportation categories according to paragraph (a). For
purposes of subitem (A), a school district may transport a child who does not have a school of origin
to the same school attended by that child's sibling, if the siblings are homeless.

(5) "Nonpublic nonregular transportation" is:

(i) transportation from one educational facility to another within the district for resident pupils
enrolled on a shared-time basis in educational programs, excluding transportation for nonpublic
pupils with disabilities under clause (4);

(i1) transportation within district boundaries between a nonpublic school and a public school or a
neutral site for nonpublic school pupils who are provided pupil support services pursuant to section
123B.44; and

(iii) late transportation home from school or between schools within a district for nonpublic
school pupils involved in after-school activities.

(c) "Mobile unit" means a vehicle or trailer designed to provide facilities for educational
programs and services, including diagnostic testing, guidance and counseling services, and health
services. A mobile unit located off nonpublic school premises is a neutral site as defined in section
123B.41, subdivision 13.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 4. Minnesota Statutes 2012, section 126C.10, subdivision 14, is amended to read:
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Subd. 14. Uses of total operating capital revenue. Total operating capital revenue may be used
only for the following purposes:

(1) to acquire land for school purposes;
(2) to acquire or construct buildings for school purposes;

(3) to rent or lease buildings, including the costs of building repair or improvement that are part
of a lease agreement;

(4) to improve and repair school sites and buildings, and equip or reequip school buildings with
permanent attached fixtures, including library media centers;

(5) for a surplus school building that is used substantially for a public nonschool purpose;
(6) to eliminate barriers or increase access to school buildings by individuals with a disability;

(7) to bring school buildings into compliance with the State Fire Code adopted according to
chapter 299F;

(8) to remove asbestos from school buildings, encapsulate asbestos, or make asbestos-related
repairs;

(9) to clean up and dispose of polychlorinated biphenyls found in school buildings;

(10) to clean up, remove, dispose of, and make repairs related to storing heating fuel or
transportation fuels such as alcohol, gasoline, fuel oil, and special fuel, as defined in section
296A.01;

(11) for energy audits for school buildings and to modify buildings if the audit indicates the cost
of the modification can be recovered within ten years;

(12) to improve buildings that are leased according to section 123B.51, subdivision 4;

(13) to pay special assessments levied against school property but not to pay assessments for
service charges;

(14) to pay principal and interest on state loans for energy conservation according to section
216C.37 or loans made under the Douglas J. Johnson Economic Protection Trust Fund Act according
to sections 298.292 to 298.298;

(15) to purchase or lease interactive telecommunications equipment;

(16) by board resolution, to transfer money into the debt redemption fund to: (i) pay the amounts
needed to meet, when due, principal and interest payments on certain obligations issued according
to chapter 475; or (ii) pay principal and interest on debt service loans or capital loans according to
section 126C.70;

(17) to pay operating capital-related assessments of any entity formed under a cooperative
agreement between two or more districts;

(18) to purchase or lease computers and related matertats hardware, initial purchase of related
software, but not annual licensing fees, copying machines, telecommunications equipment, and
other noninstructional equipment;
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(19) to purchase or lease assistive technology or equipment for instructional programs;

(20) to purchase textbooks as defined in section 123B.41, subdivision 2;

(21) to purchase new and replacement library media resources or technology;
(22) to lease or purchase vehicles;

(23) to purchase or lease telecommunications equipment, computers, and related equipment for
integrated information management systems for:

(i) managing and reporting learner outcome information for all students under a results-oriented
graduation rule;

(i1) managing student assessment, services, and achievement information required for students
with individualized education programs; and

(iii) other classroom information management needs;

(24) to pay personnel costs directly related to the acquisition, operation, and maintenance of
telecommunications systems, computers, related equipment, and network and applications software;
and

(25) to pay the costs directly associated with closing a school facility, including moving and
storage costs.

Sec. 5. Minnesota Statutes 2012, section 126C.15, subdivision 2, is amended to read:

Subd. 2. Building allocation. (a) A district or cooperative must allocate its compensatory
revenue to each school building in the district or cooperative where the children who have
generated the revenue are served unless the school district or cooperative has received permission
under Laws 2005, First Special Session chapter 5, article 1, section 50, to allocate compensatory
revenue according to student performance measures developed by the school board.

(b) Notwithstanding paragraph (a), a district or cooperative may allocate up to five percent of
the amount of compensatory revenue that the district receives to school sites according to a plan
adopted by the school board, and a district or cooperative may allocate up to an additional five
percent of its compensatory revenue for activities under subdivision 1, clause (10), according to a
plan adopted by the school board. The money reallocated under this paragraph must be spent for
the purposes listed in subdivision 1, but may be spent on students in any grade, including students
attending school readiness or other prekindergarten programs.

(c) For the purposes of this section and section 126C.05, subdivision 3, "building" means
education site as defined in section 123B.04, subdivision 1.

(d) Notwithstanding section 123A.26, subdivision 1, compensatory revenue generated by
students served at a cooperative unit shall be paid to the cooperative unit.

(e) A district or cooperative with school building openings, school building closings, changes in
attendance area boundaries, or other changes in programs or student demographics between the prior
year and the current year may reallocate compensatory revenue among sites to reflect these changes.
A district or cooperative must report to the department any adjustments it makes according to this
paragraph and the department must use the adjusted compensatory revenue allocations in preparing
the report required under section 123B.76, subdivision 3, paragraph (c).
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EFFECTIVE DATE. This section is effective for revenue for fiscal year 2014 and later.

ARTICLE 2
STUDENT ACCOUNTABILITY
Section 1. [120B.018] DEFINITIONS.

Subdivision 1. Scope. The definitions in this section apply to this chapter.

Subd. 2. Academic standard. "Academic standard" means a summary description of student
learning in a required content area under section 120B.021 or elective content area under section
120B.022.

Subd. 3. Benchmark. "Benchmark" means specific knowledge or skill that a student must master
to complete part of an academic standard by the end of the grade level or grade band.

Subd. 4. Credit. "Credit" means the determination by the local school district that a student has
successfully completed an academic year of study or mastered the applicable subject matter.

Subd. 5. Elective standard. "Elective standard" means a locally adopted expectation for student
learning in career and technical education and world languages.

Subd. 6. Required standard. "Required standard" means (1) a statewide adopted expectation for
student learning in the content areas of language arts, mathematics, science, social studies, physical
education, (2) a locally adopted expectation for student learning in health, and (3) a statewide or
locally adopted expectation for student learning in the arts.

Subd. 7. School site. "School site" means a separate facility, or a separate program within a
facility that a local school board recognizes as a school site for funding purposes.

Sec. 2. Minnesota Statutes 2012, section 120B.021, subdivision 1, is amended to read:

Subdivision 1. Required academic standards. (a) The following subject areas are required for
statewide accountability:

(1) language arts;
(2) mathematics;
(3) science;

(4) social studies;t

(5) physical education;
(6) health, for which locally developed academic standards apply; and

(7) the arts, for which statewide or locally developed academic standards apply, as determined
by the school district. Public elementary and middle schools must offer at least three and require at
least two of the following four arts areas: dance; music; theater; and visual arts. Public high schools
must offer at least three and require at least one of the following five arts areas: media arts; dance;
music; theater; and visual arts.
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(b) For purposes of applicable federal law, the academic standards for language arts,
mathematics, and science apply to all public school students, except the very few students with
extreme cognitive or physical impairments for whom an individualized education program team
has determined that the required academic standards are inappropriate. An individualized education
program team that makes this determination must establish alternative standards.

enteredthe 9th-grade: (c) D1str1ct efforts to develop, 1mp1ement or improve instruction or curriculum
as a result of the provisions of this section must be consistent with sections 120B.10, 120B.11, and
120B.20.

Sec. 3. Minnesota Statutes 2012, section 120B.023, is amended to read:

120B.023 BENCHMARKS.

Subdivision 1. Benchmarks implement, supplement statewide academic standards. (a) The
commissioner must supplement required state academic standards with grade-level benchmarks.
ngh school benchmarks may cover more than one grade The—benehmarks—must—nnp-}emenf

’ | . ' s-that Schools must
offer and students must achleve all benchmarks for an academlc standard to satlsfactorrly complete
thatstatestandard Te-commisstoner—-mus shbenchmarks-to—infe S

(b) The commissioner shall publish benchmarks in the State Register to inform and guide

parents, teachers, school districts, and other interested persons and transmit the benchmarks in
any other manner that makes them accessible to the general public. The commissioner must use
benchmarks in developing tests under section 120B.30. The commissioner may charge a reasonable
fee for publications.

(c) Once established, the commissioner may change the benchmarks only with specific
legislative authorization and after completing a review under subdivision 2.

te) (d) The benchmarks are not subject to chapter 14 and section 14.386 does not apply.

Subd. 2. Revisions and reviews required. (a) The commissioner of education must
revise and appropriately embed technology and information literacy standards consistent with
recommendations from school media specialists into the state's academic standards and graduation
requirements and implement a review cycle for state academic standards and related benchmarks,
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consistent with this subdivision. During each review cycle, the commissioner also must examine
the alignment of each required academic standard and related benchmark with the knowledge
and skills students need for college readiness and advanced work in the particular subject area.
The commissioner must include the contributions of Minnesota American Indian tribes and
communities as they relate to the academic standards during the review and revision of the required
academic standards.

(b) The commissioner also must ensure that the statewide mathematics assessments
administered to students in grades 3 through 8 and 11 are aligned with the state academic standards
in mathematics, consistent with section 120B.30, subdivision 1, paragraph (b). The commissioner
must implement a review of the academic standards and related benchmarks in mathematics
beginning in the 2015-2016 school year.

must implement a review of the academlc standards and related benchmarks in arts beginning in the
2016-2017 school year.

hyht-he-d-rst-rret- The commissioner must 1mp1ement a review of the academic standards and related
benchmarks in science beginning in the 2017-2018 school year.

The commissioner must implement a review of the academlc standards and related benchmarks in
language arts beginning in the 2018-2019 school year.

(f) The commissioner in the 2010-2011 school year must revise and align the state's academic
standards and high school graduation requirements in social studies to require that students
satisfactorily complete the revised social studies standards beginning in the 2013-2014 school year.
The commissioner must implement a review of the academic standards and related benchmarks in
social studies beginning in the 2019-2020 school year.
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(g) School districts and charter schools must revise and align local academic standards and high
school graduation requirements in health, world languages, and career and technical education to
require students to complete the revised standards beginning in a school year determined by the
school district or charter school. School districts and charter schools must formally establish a
periodic review cycle for the academic standards and related benchmarks in health, world languages,
and career and technical education.

Sec. 4. Minnesota Statutes 2012, section 120B.024, is amended to read:

120B.024 GRADBAHONREQUIREMENTS;-€COURSE CREDITS.

Subdivision 1. Graduation requirements. (a) Students beginning 9th grade in the 2011-2012
school year and later must successfully complete the following high school level eourse credits for
graduation:

(1) four credits of language arts sufficient to satisfy all of the academic standards in English
language arts;

(2) three credits of mathematics, encompassing—at—teast—algebra,—geometry,—statistics;—and
probabitity including an algebra II credit or 1ts equlvalent sufﬁc1ent to satlsfy all of the acadermc
standard standards in mathematics;

(3) an algebra I credit by the end of 8th grade sufficient to satisfy all of the 8th grade standards
in mathematics;

(—3—) (4) three credlts of science, 1nclud1ng at least‘—ﬁ-) one credlt n of blology—aﬁd—fnﬁ—oﬁe

one credit of chemlstry or physics, and one elective credit of science. The combination of credlts
under this clause must be sufficient to satisfy (i) all of the academic standards in either chemistry or
physics and (ii) all other academic standards in science;

(-4-) (5) three and one-half credlts of s001a1 studles—eﬁcempassmg—at—}east—&rrted—s-tates-hsfm'y‘

wortd—history,—and-one-halfcredit of economtes—taught-in—aschool's soctalstudies;agriculture
education,—or-business—department sufficient to satisfy all of the academic standards in social
studies;

€5) (6) one credit in of the arts sufficient to satisfy all of the state or local academic standards in
the arts; and

€6) (7) a minimum of seven elective course credits.

Subd. 2. Credit equivalencies. (a) A one-half credit of economics taught in a school's agriculture
education or business department may fulfill a one-half credit in social studies under subdivision 1,
clause (5), if the credit is sufficient to satisfy all of the academic standards in economics.
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(b) An agriculture science course or career and technical education credit may fulfill a the
elective science credit requirement other—than—the—specified—scrence—credit—in—biology under
paragraph—(a),—ctause~3): subdivision 1, clause (4), if the course meets academic standards in
science as approved by the district. An agrlculture science or career and technical education credit
may fulfill the credit in chemistry or physics required under subdivision 1, clause (4), if (1) the
credit meets a combination of the chemistry, physics, and biology academic standards as approved
by the district and (2) the student satisfies either all of the chemistry academic standards or all of
the physics academic standards prior to graduation. An agriculture science or career and technical
education credit may not fulfill the biology credit required under subdivision 1, clause (4).

(c) A career and techmcal educatlon cotrse credlt may fulﬁll a mathematlcs or arts credit
requirement or-a-sctencecred er-thanrth c S creditinbiotogy under

paragraph—a) subdivision 1, clause (2)—63— or {5) (6) (6)

(d) An agriculture education teacher is not required to meet the requirements of Minnesota Rules,
part 3505.1150, subpart 1, item B, to meet the credit equivalency requirements of paragraph (b)
above.

EFFECTIVE DATE. This section is effective August 1, 2013, and applies to students entering
9th grade in the 2013-2014 school year and later.

Sec. 5. Minnesota Statutes 2012, section 120B.15, is amended to read:
120B.15 GIFTED AND TALENTED STUDENTS PROGRAMS.

(a) School districts may identify students, locally develop programs addressing instructional and
affective needs, provide staff development, and evaluate programs to provide gifted and talented
students with challenging and appropriate educational programs.

(b) School districts may must adopt guidelines for assessing and identifying students for
participation in gifted and talented programs. The guidelines should include the use of:

(1) multiple and objective criteria; and

(2) assessments and procedures that are valid and reliable, fair, and based on current theory and
research. Assessments and procedures should be sensitive to underrepresented groups, including,
but not limited to, low-income, minority, twice-exceptional, and English learners.

(c) School districts must adopt procedures for the academic acceleration of gifted and talented
students. These procedures must include how the district will:

(1) assess a student's readiness and motivation for acceleration; and

(2) match the level, complexity, and pace of the curriculum to a student to achieve the best type
of academic acceleration for that student.

(d) School districts must adopt procedures for early admission to kindergarten or first grade of
gifted and talented learners. The procedures must be sensitive to underrepresented groups and must
address how the district or charter school will:

(1) assess a child's readiness and motivation for accelerations;

(2) assess a child's cognitive abilities, achievement, and performance; and
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(3) monitor the child's adjustment postacceleration.

The school district shall admit a gifted and talented child to kindergarten or first grade who fails
to meet the age requirement under section 120A.20, subdivision 1, paragraph (b), provided the child
completes the procedures and meets the criteria for early entrance adopted by the school board under
this subdivision.

Sec. 6. Minnesota Statutes 2012, section 120B.31, subdivision 1, is amended to read:

Subdivision 1. Educational accountability and public reporting. Consistent with the direction
to adopt statewide academic standards under section 120B.02, the department, in consultation with
education and other system stakeholders, must establish a coordinated and comprehensive system
of educational accountability and public reporting that promotes greater academic achievement,
preparation for higher academic education, preparation for the world of work, citizenship under
sdivistont;etause(4);and oL aph-(a);ctause(4), and the arts.

Sec. 7. REVISOR'S INSTRUCTION.

The revisor of statutes shall renumber Minnesota Statutes, section 120B.023, subdivision
2, as Minnesota Statutes, section 120B.021, subdivision 4. The revisor shall make necessary
cross-reference changes consistent with the renumbering.

Sec. 8. REPEALER.

Minnesota Rules, parts 3501.0505; 3501.0510; 3501.0515; 3501.0520; 3501.0525; 3501.0530;
3501.0535; 3501.0540; 3501.0545; and 3501.0550, are repealed, effective for the 2014-2015 school
year and later.

ARTICLE 3
EDUCATION EXCELLENCE
Section 1. [120A.37] CLASSROOM PLACEMENT; TEACHER RATING.

(a) Beginning in the 2016-2017 school year, consistent with the teacher evaluations under
sections 122A.40, subdivision 8, and 122A.41, subdivision 5, a school administrator must not
place a student in kindergarten through grade 4 for consecutive school years in the classroom of a
teacher who received the lowest evaluation rating, unless the school does not have another teacher
at that grade level.

(b) Beginning in the 2016-2017 school year, consistent with the teacher evaluations under
sections 122A.40, subdivision 8, and 122A.41, subdivision 5, a school administrator must not place
a student in grades five through twelve for consecutive school years in the classroom of a teacher
in the same subject area who received the lowest evaluation rating, unless the school does not have
another teacher in that subject area.

(c) The department, in consultation with the stakeholders under sections 122A.40, subdivision
8, and 122A.41, subdivision 5, must review the classroom placement policies under this section
and must, no later than January 15, 2014, make a recommendation to the legislative committees
and divisions having jurisdiction over kindergarten through grade 12 education funding and policy
regarding implementation of these policies.
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Sec. 2. [120B.21] MENTAL HEALTH EDUCATION.

School districts and charter schools must provide mental health instruction for students in
grades 6 through 12 aligned with local health and physical education standards and integrated into
existing programs, curriculum, or the general school environment of a district or charter school.
The commissioner, in consultation with the commissioner of human services and mental health
organizations, shall provide districts and charter schools with:

(1) age-appropriate model learning activities for grades 6 through 12 that encompass the mental
health components of the National Health Education Standards and the benchmarks developed by
the department's quality teaching network in health and physical education, and best practices in
mental health education; and

(2) a directory of resources for planning and implementing age-appropriate mental health
curriculum and instruction in grades 6 through 12.

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

Sec. 3. Minnesota Statutes 2012, section 122A.09, subdivision 4, is amended to read:

Subd. 4. License and rules. (a) The board must adopt rules to license public school teachers
and interns subject to chapter 14.

(b) The board must adopt rules requiring a person to pass a skills examination in reading,
writing, and mathematics as a requirement for initial teacher licensure, except that the board may
issue a temporary, one-year teaching license to an otherwise qualified candidate who has not passed
the skills exam at the time the candidate successfully completes an approved teacher preparation
program. A person who is a nonnative English language speaker as verified by qualified Minnesota
school district personnel or Minnesota higher education institution faculty and who directly
instructs in that other language or provides world language instruction under section 120B.022,
subdivision 1, in that other language may take and pass the skills examination at any time up to 36
months after becoming otherwise eligible for an initial teaching license and may hold a temporary
teaching license during that time. Such rules must require college and universities offering a
board-approved teacher preparation program to provide remedial assistance to persons who did
not achieve a qualifying score on the skills examination, including those for whom English is a
second language.

(c) The board must adopt rules to approve teacher preparation programs. The board, upon
the request of a postsecondary student preparing for teacher licensure or a licensed graduate
of a teacher preparation program, shall assist in resolving a dispute between the person and a
postsecondary institution providing a teacher preparation program when the dispute involves an
institution's recommendation for licensure affecting the person or the person's credentials. At the
board's discretion, assistance may include the application of chapter 14.

(d) The board must provide the leadership and adopt rules for the redesign of teacher
education programs to implement a research based, results-oriented curriculum that focuses
on the skills teachers need in order to be effective. The board shall implement new systems of
teacher preparation program evaluation to assure program effectiveness based on proficiency
of graduates in demonstrating attainment of program outcomes. Teacher preparation programs
including alternative teacher preparation programs under section 122A.245, among other programs,
must include a content-specific, board-approved, performance-based assessment that measures
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teacher candidates in three areas: planning for instruction and assessment; engaging students and
supporting learning; and assessing student learning.

(e) The board must adopt rules requiring candidates for initial licenses to pass an examination
of general pedagogical knowledge and examinations of licensure-specific teaching skills. The rules
shall be effective by September 1, 2001. The rules under this paragraph also must require candidates
for initial licenses to teach prekindergarten or elementary students to pass, as part of the examination
of licensure-specific teaching skills, test items assessing the candidates' knowledge, skill, and ability
in comprehensive, scientifically based reading instruction under section 122A.06, subdivision 4, and
their knowledge and understanding of the foundations of reading development, the development of
reading comprehension, and reading assessment and instruction, and their ability to integrate that
knowledge and understanding.

(f) The board must adopt rules requiring teacher educators to work directly with elementary or
secondary school teachers in elementary or secondary schools to obtain periodic exposure to the
elementary or secondary teaching environment.

(g) The board must grant licenses to interns and to candidates for initial licenses based on
appropriate professional competencies that are aligned with the board's licensing system and
students' diverse learning needs. The board must include these licenses in a statewide differentiated
licensing system that creates new leadership roles for successful experienced teachers premised
on a collaborative professional culture dedicated to meeting students' diverse learning needs in the
21st century and formalizes mentoring and induction for newly licensed teachers that is provided
through a teacher support framework.

(h) The board must design and implement an assessment system which requires a candidate
for an initial license and first continuing license to demonstrate the abilities necessary to perform
selected, representative teaching tasks at appropriate levels.

(i) The board must receive recommendations from local committees as established by the board
for the renewal of teaching licenses.

(j) The board must grant life licenses to those who qualify according to requirements established
by the board, and suspend or revoke licenses pursuant to sections 122A.20 and 214.10. The board
must not establish any expiration date for application for life licenses.

(k) The board must adopt rules that require all licensed teachers who are renewing their
continuing license to include in their renewal requirements further preparation in the areas of
using positive behavior interventions and in accommodating, modifying, and adapting curricula,
materials, and strategies to appropriately meet the needs of individual students and ensure adequate
progress toward the state's graduation rule.

() In adopting rules to license public school teachers who provide health-related services for
disabled children, the board shall adopt rules consistent with license or registration requirements
of the commissioner of health and the health-related boards who license personnel who perform
similar services outside of the school.

(m) The board must adopt rules that require all licensed teachers who are renewing their
continuing license to include in their renewal requirements further reading preparation, consistent
with section 122A.06, subdivision 4. The rules do not take effect until they are approved by law.
Teachers who do not provide direct instruction including, at least, counselors, school psychologists,
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school nurses, school social workers, audiovisual directors and coordinators, and recreation
personnel are exempt from this section.

(n) The board must adopt rules that require all licensed teachers who are renewing their
continuing license to include in their renewal requirements further preparation, first, in
understanding the key warning signs of early-onset mental illness in children and adolescents and
then, during subsequent licensure renewal periods, preparation may include providing a more
in-depth understanding of students' mental illness, trauma, accommodations for students' mental
illness, parents' role in addressing students' mental illness, Fetal Alcohol Spectrum Disorders,
autism, the requirements of section 125A.0942 governing restrictive procedures, and de-escalation
methods, among other similar topics.

(o) The board must establish an appeals process for nonnative English language speaker
candidates under paragraph (b) who have not achieved a passing score on the examination.
The appeals process must allow a candidate to demonstrate the candidate's competence by an
alternative, equally rigorous method.

EFFECTIVE DATE. Paragraphs (b) and (o) are effective the day following final enactment.
Paragraph (n) is effective August 1, 2014.

Sec. 4. Minnesota Statutes 2012, section 122A.18, subdivision 2, is amended to read:

Subd. 2. Teacher and support personnel qualifications. (a) The Board of Teaching must issue
licenses under its jurisdiction to persons the board finds to be qualified and competent for their
respective positions.

(b) The board must require a person to pass an examination of skills in reading, writing, and
mathematics before being granted an initial teaching license to provide direct instruction to pupils in
prekindergarten, elementary, secondary, or special education programs, except that the board may
issue a temporary, one-year teaching license to an otherwise qualified candidate who has not passed
the skills exam at the time the candidate successfully completes an approved teacher preparation
program. The board may grant up to three one-year temporary teaching licenses to a person who is
a nonnative English language speaker as verified by qualified Minnesota school district personnel
or Minnesota higher education institution faculty and directly instructs in that other language or
provides world language instruction under section 120B.022, subdivision 1, in that other language,
consistent with section 122A.09, subdivision 4, paragraph (b). The board must require colleges
and universities offering a board approved teacher preparation program to provide make available
upon request remedial assistance that includes a formal diagnostic component to persons enrolled
in their institution who did not achieve a qualifying score on the skills examination, including
those for whom English is a second language. The colleges and universities must provide make
available assistance in the specific academic areas of deficiency in which the person did not achieve
a qualifying score. School districts may make available upon request similar, appropriate, and
timely remedial assistance that includes a formal diagnostic component to those persons employed
by the district who completed their teacher education program, who did not achieve a qualifying
score on the skills examination, including those persons for whom English is a second language
and persons under section 122A.23, subdivision 2, paragraph (h), who completed their teacher's
education program outside the state of Minnesota, and who received a temporary, one-year license
to teach in Minnesota. The Board of Teaching shall report annually to the education committees of
the legislature on the total number of teacher candidates during the most recent school year taking
the skills examination, the number who achieve a qualifying score on the examination, the number
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who do not achieve a qualifying score on the examination, the distribution of all candidates' scores,
the number of candidates who have taken the examination at least once before, and the number of
candidates who have taken the examination at least once before and achieve a qualifying score, and
the number of nonnative English language speakers taking the examination under this paragraph.

(c) A person who has completed an approved teacher preparation program and obtained a
temporary, one-year teaching license, but has not passed the skills exam, may have the board renew
the temporary one-year license but not more than two times after February 1, 2014, if the licensee:

(1) provides evidence of participating in an approved remedial assistance program through
a school district or postsecondary institution that includes a formal diagnostic component in the
specific subject areas the licensee did not pass;

(2) attempts to pass the skills exam during the one-year licensure period; and

(3) the school district employing the licensee requests that the licensee continue to teach for that
district under a temporary license.

(d) The Board of Teaching must grant continuing licenses only to those persons who have met
board criteria for granting a continuing license, which includes passing the skills examination in
reading, writing, and mathematics, consistent with paragraph (b), and section 122A.09, subdivision
4, paragraph (b).

&) (e) All colleges and universities approved by the board of teaching to prepare persons for
teacher licensure must include in their teacher preparation programs a common core of teaching
knowledge and skills to be acquired by all persons recommended for teacher licensure. This
common core shall meet the standards developed by the interstate new teacher assessment and
support consortium in its 1992 "model standards for beginning teacher licensing and development."
Amendments to standards adopted under this paragraph are covered by chapter 14. The board of
teaching shall report annually to the education committees of the legislature on the performance
of teacher candidates on common core assessments of knowledge and skills under this paragraph
during the most recent school year.

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

Sec. 5. Minnesota Statutes 2012, section 122A.23, subdivision 2, is amended to read:

Subd. 2. Applicants licensed in other states. (a) Subject to the requirements of sections
122A.18, subdivision 8, and 123B.03, the Board of Teaching must issue a teaching license or
a temporary teaching license under paragraphs (b) to (e) to an applicant who holds at least a
baccalaureate degree from a regionally accredited college or university and holds or held a
similar out-of-state teaching license that requires the applicant to successfully complete a teacher
preparation program approved by the issuing state, which includes field-specific teaching methods
and student teaching or essentially equivalent experience.

(b) The Board of Teaching must issue a teaching license to an applicant who:

(1) successfully completed all exams and human relations preparation components required by
the Board of Teaching; and
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(2) holds or held an out-of-state teaching license to teach the same content field and grade levels
if the scope of the out-of-state license is no more than one grade level less than a similar Minnesota
license.

(c) The Board of Teaching, consistent with board rules and paragraph (h), must issue up to three
one-year temporary teaching licenses to an applicant who holds or held an out-of-state teaching
license to teach the same content field and grade levels, where the scope of the out-of-state license
is no more than one grade level less than a similar Minnesota license, but has not successfully
completed all exams and human relations preparation components required by the Board of
Teaching.

(d) The Board of Teaching, consistent with board rules, must issue up to three one-year
temporary teaching licenses to an applicant who:

(1) successfully completed all exams and human relations preparation components required by
the Board of Teaching; and

(2) holds or held an out-of-state teaching license to teach the same content field and grade levels,
where the scope of the out-of-state license is no more than one grade level less than a similar
Minnesota license, but has not completed field-specific teaching methods or student teaching or
equivalent experience.

The applicant may complete field-specific teaching methods and student teaching or equivalent
experience by successfully participating in a one-year school district mentorship program consistent
with board-adopted standards of effective practice and Minnesota graduation requirements.

(e) The Board of Teaching must issue a temporary teaching license for a term of up to three years
only in the content field or grade levels specified in the out-of-state license to an applicant who:

(1) successfully completed all exams and human relations preparation components required by
the Board of Teaching; and

(2) holds or held an out-of-state teaching license where the out-of-state license is more limited
in the content field or grade levels than a similar Minnesota license.

(f) The Board of Teaching must not issue to an applicant more than three one-year temporary
teaching licenses under this subdivision.

(g) The Board of Teaching must not issue a license under this subdivision if the applicant has
not attained the additional degrees, credentials, or licenses required in a particular licensure field.

(h) The Board-ofTeachingmustrequire An applicant for a teaching license or a temporary

teaching license under this subdivision to must pass a skills examination in reading, writing,
and mathematics before the board issues the applicant a continuing teaching license. Consistent
with section 122A.18, subdivision 2, paragraph (c), and notwithstanding other provisions of this
subdivision, the board may issue a temporary, one-year teaching license to an otherwise qualified
applicant who has not passed the skills exam and the board may renew this temporary license
but not more than two times after February 1, 2014, if the school district employing the applicant
requests that the applicant continue to teach for that district under a temporary license.

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

Sec. 6. Minnesota Statutes 2012, section 122A.28, subdivision 1, is amended to read:
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Subdivision 1. K-12 license to teach deaf and hard-of-hearing students; relicensure. (a) The
Board of Teaching must review and determine appropriate licensure requirements for a candidate
for a license or an applicant for a continuing license to teach deaf and hard-of-hearing students in
prekindergarten through grade 12. In addition to other requirements, a candidate must demonstrate
the minimum level of proficiency in American sign language as determined by the board.

(b) Among other relicensure requirements, each teacher under this section must complete
30 continuing education clock hours on hearing loss topics, including American Sign Language,
American Sign Language linguistics, and deaf culture, for every 120 continuing education clock
hours the teacher must complete for licensure renewal.

EFFECTIVE DATE. This section is effective August 1, 2013.

Sec. 7. Minnesota Statutes 2012, section 124D.122, is amended to read:
124D.122 ESTABLISHMENT OF FLEXIBLE LEARNING YEAR PROGRAM.

The board of any district or a consortium of districts, with the approval of the commissioner,
may establish and operate a flexible learning year program in one or more of the day or residential
facilities for children with a disability within the district. Consortiums may use a single application
and evaluation process, though results, public hearings, and board approvals must be obtained for
each district.

Sec. 8. Minnesota Statutes 2012, section 124D.79, subdivision 1, is amended to read:

Subdivision 1. Community involvement. The commissioner must provide for the maximum
involvement of the state committees on American Indian education, parents of American Indian
children, secondary students eligible to be served, American Indian language and culture education
teachers, American Indian teachers, teachers' aides, representatives of community groups, and
persons knowledgeable in the field of American Indian education, in the formulation of policy and
procedures relating to the administration of sections 124D.71 to 124D.82. The commissioner must
annually hold a field hearing on Indian education to gather input from American Indian educators,
parents, and students on the state of American Indian education in Minnesota. Results of the
hearing must be made available to all 11 tribal nations for review and comment.

Sec. 9. Minnesota Statutes 2012, section 124D.79, is amended by adding a subdivision to read:

Subd. 4. Consultation with the tribal nations education committee. (a) The commissioner
shall seek consultation with the Tribal Nations Education Committee on all issues relating to
American Indian education including:

(1) administration of the commissioner's duties under sections 124D.71 to 124D.82 and other
programs;

(2) administration of other programs for the education of American Indian people, as determined
by the commissioner;

(3) awarding of scholarships to eligible American Indian students;

(4) administration of the commissioner's duties regarding awarding of American Indian
postsecondary preparation grants to school districts; and

(5) recommendations of education policy changes for American Indians.
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(b) Membership in the Tribal Nations Education Committee is the sole discretion of the
committee and nothing in this subdivision gives the commissioner authority to dictate committee
membership.

Sec. 10. [124D.791] INDIAN EDUCATION DIRECTOR.

Subdivision 1. Appointment. An Indian education director shall be appointed by the
commissioner.

Subd. 2. Qualifications. The commissioner shall select the Indian education director on the
basis of outstanding professional qualifications and knowledge of American Indian education,
culture, practices, and beliefs. The Indian education director serves in the unclassified service.
The commissioner may remove the Indian education director for cause. The commissioner is
encouraged to seek qualified applicants who are enrolled members of a tribe.

Subd. 3. Compensation. Compensation of the Indian education director shall be established
under chapter 15A.

Subd. 4. Duties; powers. The Indian education director shall:

(1) serve as the liaison for the department with the Tribal Nations Education Committee, the 11
reservations, the Minnesota Chippewa tribe, the Minnesota Indian Affairs Council, and the urban
advisory council;

(2) evaluate the state of American Indian education in Minnesota;

(3) engage the tribal bodies, community groups, parents of children eligible to be served
by American Indian education programs, American Indian administrators and teachers, persons
experienced in the training of teachers for American Indian education programs, the tribally
controlled schools, and other persons knowledgeable in the field of American Indian education and
seek their advice on policies that can improve the quality of American Indian education;

(4) advise the commissioner on American Indian education issues, including:

(i) issues facing American Indian students;

(i) policies for American Indian education;

(iii) awarding scholarships to eligible American Indian students and in administering the
commissioner's duties regarding awarding of American Indian postsecondary preparation grants to
school districts; and

(iv) administration of the commissioner's duties under sections 124D.71 to 124D.82 and other
programs for the education of American Indian people;

(5) propose to the commissioner legislative changes that will improve the quality of American
Indian education;

(6) develop a strategic plan and a long-term framework for American Indian education, in
conjunction with the Minnesota Indian Affairs Council, that is updated every five years and
implemented by the commissioner, with goals to:

(i) increase American Indian student achievement, including increased levels of proficiency and
growth on statewide accountability assessments;
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(i1) increase the number of American Indian teachers in public schools;

(ii1) close the achievement gap between American Indian students and their more advantaged
peers;

(iv) increase the statewide graduation rate for American Indian students; and

(v) increase American Indian student placement in postsecondary programs and the workforce;
and

(7) keep the American Indian community informed about the work of the department by
reporting to the Tribal Nations Education Committee at each committee meeting.

Sec. 11. CAREER AND TECHNICAL EDUCATION ADVISORY TASK FORCE.

Subdivision 1. Recommendations. (a) A career and technical education advisory task force
is established to make recommendations to the Minnesota legislature for improving (1) student
outcomes in grades 11 to 14, (2) alignment between secondary and postsecondary education
programs serving students in grades 11 to 14, (3) alignment between education programs
for students in grades 11 to 14 and Minnesota's workforce needs, and (4) the efficiency and
cost-effectiveness of Minnesota's public secondary and postsecondary programs serving students
in grades 11 to 14. Advisory task force members must examine the role of education providers,
employers, policy makers, and other interested stakeholders in realizing these improvements.

(b) In developing recommendations for improving student outcomes, advisory task force
members must at least consider how to (1) better inform students about career options, occupational
trends, and educational paths leading to viable and rewarding careers, (2) develop and adapt
as needed an education and work plan for each student aligned with the student's personal and
professional interests, abilities, skills, and aspirations, (3) monitor, assess, and increase students'
achievement levels in high school, (4) better prepare high school students for postsecondary
education meeting their career goals, and (5) increase the rates at which students complete a
postsecondary certificate, industry license, or degree.

(c) In developing recommendations for better aligning Minnesota's secondary and postsecondary
education programs for students in grades 11 to 14, advisory task force members must at
least consider how to (1) improve monitoring of high school students' progress to better target
interventions and support and remove the need for remedial instruction, (2) better align high school
courses and expectations and postsecondary credit-bearing courses, (3) better align high school
standards and assessments with postsecondary readiness measures and entrance requirements, and
(4) increase student persistence and completion rates.

(d) In developing recommendations for better aligning education programs for students in grades
11 to 14 and the preparation necessary to meet Minnesota's workforce needs, advisory task force
members must at least consider how to (1) more closely align state kindergarten through grade 12
academic standards, high school graduation requirements, and the expectations of postsecondary
institutions and Minnesota employers, (2) enable more high school students to pursue postsecondary
education and training leading to a certificate, industry license, or degree in a high-demand and
high-reward field, (3) reduce the gap between the demand for and preparation of a skilled Minnesota
workforce, and (4) provide graduates of two-year and four-year postsecondary institutions with the
foundational skills needed for civic engagement, ongoing employment, and continuous learning.
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(e) In developing recommendations for better aligning efficient and cost-effective secondary
and postsecondary programs for students in grades 11 to 14, advisory task force members must at
least consider how to (1) give high school students earlier and increased access to postsecondary
credit-bearing courses, and (2) provide targeted interventions and support to help high school
students avoid postsecondary remedial instruction.

(f) In developing recommendations under this subdivision, advisory task force members are
encouraged to consider how to structurally redesign secondary and postsecondary education to
(1) align Minnesota's statewide high school assessment system with measures of readiness for
postsecondary education, (2) provide targeted intervention and support to students who are at
risk of not graduating or off track for graduating from high school, (3) increase and accelerate
opportunities for secondary students to earn postsecondary credits leading to a certificate, industry
license, or degree, and (4) better understand students' personal and professional interests, abilities,
skills, and aspirations and align that understanding with postsecondary education and careers.

Subd. 2. Task force membership and operation. (a) Advisory task force members must
include representatives of the following entities selected by that entity: the Minnesota Association
of Career and Technical Administrators; the Minnesota Association for Career and Technical
Education; University of Minnesota and Minnesota State Colleges and Universities faculty working
to develop career and technical educators in Minnesota; the National Research Center for Career
and Technical Education; the Minnesota Department of Education; the Minnesota Department
of Employment and Economic Development; the Minnesota Board of Teaching; the Minnesota
Association of Colleges for Teacher Education; and any other representatives selected by the task
force members. The education commissioner, or the commissioner's designee, must convene the
task force. Task force members are not eligible for compensation or reimbursement for expenses
related to task force activities.

(b) The education commissioner, upon request, must provide technical assistance to the task
force.

(c) The task force must submit its recommendations under this section to the legislative
committees with jurisdiction over kindergarten through grade 12 education by February 15, 2014.

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

Sec. 12. TEACHER LICENSURE ADVISORY TASK FORCE.

Subdivision 1. Establishment and duties. (a) A Teacher Licensure Advisory Task Force is
established to make recommendations to the Board of Teaching, the education commissioner, and
the education committees of the legislature on requirements for: teacher applicants to demonstrate
mastery of college-level reading, writing, and mathematics skills through nationally normed
assessments, a college-level skills portfolio, or accredited college coursework, among other
methods of demonstrating basic skills mastery; and an alternative licensure pathway for nonnative
English speakers seeking licensure to teach in a language immersion program.

(b) Task force recommendations on how teacher candidates demonstrate college-level skills
mastery must encompass the following criteria:

(1) assessment content must be relevant to the teacher's subject area licensure;
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(2) the scope of assessment content must be documented in sufficient detail to correspond to a
similarly detailed description of relevant public school curriculum;

(3) the scope of assessment content must be publicly available and readily accessible on the Web
site of the Board of Teaching and all Minnesota board-approved teacher preparation programs and
institutions;

(4) the Board of Teaching and all Minnesota board-approved teacher preparation programs and
institutions, upon request, must make available to the public at cost a written review of the scope of
assessment content;

(5) if applicable, the Board of Teaching and all Minnesota board-approved teacher preparation
programs and institutions annually must post on their Web site up-to-date longitudinal summary data
showing teacher candidates' overall passing rate and the passing rate for each demographic group
of teacher candidates taking a college-level skills assessment in that school year and in previous
school years;

(6) reliable evidence showing assessment content is not culturally biased;

(7) the Board of Teaching and all Minnesota board-approved teacher preparation programs
and institutions must appropriately accommodate teacher candidates with documented learning
disabilities, including an appeals process if a request for accommodations is denied; and

(8) if applicable, give timely, detailed item analysis feedback to teacher candidates who do not
pass the basic skills assessment sufficient for the candidate to target specific areas of deficiency for
appropriate remediation.

Subd. 2. Membership. The Teacher Licensure Advisory Task Force shall be composed of the
following 19 members appointed by July 15, 2013:

(1) two members of the Board of Teaching appointed by the board's executive director;

(2) two representatives from the Department of Education appointed by the commissioner of
education;

(3) two members of the house of representatives, one appointed by the speaker of the house of
representatives, and one appointed by the minority leader;

(4) two senators, one appointed by the Subcommittee on Committees of the Committee on Rules
and Administration, and one appointed by the minority leader;

(5) one elementary school principal from rural Minnesota appointed by the Minnesota
Elementary School Principals Association and one secondary school principal from the
seven-county metropolitan area appointed by the Minnesota Secondary School Principals
Association;

(6) one licensed and practicing public elementary school teacher and one licensed and practicing
secondary school teacher appointed by Education Minnesota;

(7) one teacher preparation faculty member each from the University of Minnesota system
appointed by the system president, the Minnesota State Colleges and Universities system appointed
by the system chancellor, and the Minnesota Private Colleges and Universities system appointed
by the Minnesota Private Colleges Council;
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(8) one member of the nonpublic education council appointed by the council;

(9) one representative of Minnesota charter schools appointed by the Minnesota Charter Schools
Association; and

(10) two representatives from the business community, appointed by the Minnesota Chamber of
Commerce.

Subd. 3. First meeting; chair. The executive director of the Board of Teaching must convene
the task force by August 1, 2013, and shall appoint a chair from the membership of the task force.

Subd. 4. Compensation. Task force members are not eligible for compensation or
reimbursement for expenses related to task force activities.

Subd. 5. Support. The executive director of the board and the commissioner of education must
provide technical assistance to task force members upon request.

Subd. 6. Report. By February 1,2014, task force members must submit to the Board of Teaching,
the education commissioner, and to the chairs and ranking minority members of the senate and
house of representatives committees and divisions with primary jurisdiction over K-12 education
their written recommendations on requirements for teacher applicants to demonstrate mastery of
basic reading, writing, and mathematics skills and for an alternative licensure pathway for nonnative
English speakers seeking licensure to teach in a language immersion program.

Subd. 7. Sunset. The task force shall sunset the day after submitting the report under subdivision
6, or February 2, 2014, whichever is earlier.

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

Sec. 13. STUDENT SUPPORT SERVICES; TEAM STAFFING APPROACH.

The commissioner of education shall develop and submit to the kindergarten through grade 12
education policy and finance committees of the legislature by February 1, 2014, recommendations
for providing access to licensed student support services, including licensed school counselors,
licensed school psychologists, licensed school nurses, licensed school social workers, and
licensed chemical health counselors, to public school students throughout Minnesota using a
multidisciplinary team staffing structure. The recommendations must reflect:

(1) the extent to which students need academic, career, physical, emotional, social, and
early-onset mental health services to ensure educational achievement, safety and enhancement of
student's physical, emotional, and social well-being;

(2) the extent to which such services or teams do not exist, are incomplete or inadequate given the
number of students with unmet psychological, social, and health needs that interfere with learning;

(3) existing funding streams and opportunities for additional funds to improve students' access
to needed licensed student support services; and

(4) caseloads and best practices when working to improve access to needed licensed student
support services.

EFFECTIVE DATE. This section is effective the day following final enactment.
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ARTICLE 4
CHARTER SCHOOLS
Section 1. Minnesota Statutes 2012, section 124D.10, is amended to read:
124D.10 CHARTER SCHOOLS.
Subdivision 1. Purposes. (a) The primary purpose of this section is to:

H improve pupil learning and student achievement;. Additional purposes include to:

2 (1) increase learning opportunities for pupils;

€3) (2) encourage the use of different and innovative teaching methods;

&) (3) measure learning outcomes and create different and innovative forms of measuring
outcomes;

€5) (4) establish new forms of accountability for schools; and or

t6) (5) create new professional opportunities for teachers, including the opportunity to be
responsible for the learning program at the school site.

(b) This section does not provide a means to keep open a school that a school board decides
to close. However, a school board may endorse or authorize the establishing of a charter school to
replace the school the board decided to close. Applicants seeking a charter under this circumstance
must demonstrate to the authorizer that the charter sought is substantially different in purpose and
program from the school the board closed and that the proposed charter satisfies the requirements of
this subdivision. If the school board that closed the school authorizes the charter, it must document
in its affidavit to the commissioner that the charter is substantially different in program and purpose
from the school it closed.

An authorizer shall not approve an application submitted by a charter school developer
under subdivision 4, paragraph (a), if the application does not comply with this subdivision. The
commissioner shall not approve an affidavit submitted by an authorizer under subdivision 4,
paragraph (b), if the affidavit does not comply with this subdivision.

Subd. 2. Applicability. This section applies only to charter schools formed and operated under
this section.

Subd. 3. Authorizer. (a) For purposes of this section, the terms defined in this subdivision have
the meanings given them.

"Application" to receive approval as an authorizer means the proposal an eligible authorizer
submits to the commissioner under paragraph (c) before that authorizer is able to submit any affidavit
to charter to a school.

"Application" under subdivision 4 means the charter school business plan a school developer
submits to an authorizer for approval to establish a charter school that documents the school
developer's mission statement, school purposes, program design, financial plan, governance and
management structure, and background and experience, plus any other information the authorizer
requests. The application also shall include a "statement of assurances" of legal compliance
prescribed by the commissioner.
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"Affidavit" means a written statement the authorizer submits to the commissioner for approval
to establish a charter school under subdivision 4 attesting to its review and approval process before
chartering a school.

(b) The following organizations may authorize one or more charter schools:

(1) a school board, intermediate school district school board, or education district organized
under sections 123A.15 to 123A.19;

(2) a charitable organization under section 501(c)(3) of the Internal Revenue Code of 1986,
excluding a nonpublic sectarian or religious institution; any person other than a natural person that
directly or indirectly, through one or more intermediaries, controls, is controlled by, or is under
common control with the nonpublic sectarian or religious institution; and any other charitable
organization under this clause that in the federal IRS Form 1023, Part IV, describes activities
indicating a religious purpose, that:

(1) is a member of the Minnesota Council of Nonprofits or the Minnesota Council on
Foundations;

(i) is registered with the attorney general's office; and

(ii1) is incorporated in the state of Minnesota and has been operating continuously for at least
five years but does not operate a charter school;

(3) a Minnesota private college, notwithstanding clause (2), that grants two- or four-year degrees
and is registered with the Minnesota Office of Higher Education under chapter 136A; community
college, state university, or technical college governed by the Board of Trustees of the Minnesota
State Colleges and Universities; or the University of Minnesota;

(4) a nonprofit corporation subject to chapter 317A, described in section 317A.905, and exempt
from federal income tax under section 501(c)(6) of the Internal Revenue Code of 1986, may
authorize one or more charter schools if the charter school has operated for at least three years
under a different authorizer and if the nonprofit corporation has existed for at least 25 years; or

(5) single-purpose authorizers that are charitable, nonsectarian organizations formed under
section 501(c)(3) of the Internal Revenue Code of 1986 and incorporated in the state of Minnesota
whose sole purpose is to charter schools. Eligible organizations interested in being approved as
an authorizer under this paragraph must submit a proposal to the commissioner that includes the
provisions of paragraph (c) and a five-year financial plan. Such authorizers shall consider and
approve charter school applications using the criteria provided in subdivision 4 and shall not limit
the applications it solicits, considers, or approves to any single curriculum, learning program, or
method.

(c) An eligible authorizer under this subdivision must apply to the commissioner for approval as
an authorizer before submitting any affidavit to the commissioner to charter a school. The application
for approval as a charter school authorizer must demonstrate the applicant's ability to implement
the procedures and satisfy the criteria for chartering a school under this section. The commissioner
must approve or disapprove an application within 45 business days of the application deadline.
If the commissioner disapproves the application, the commissioner must notify the applicant of the
specific deficiencies in writing and the applicant then has 20 business days to address the deficiencies
to the commissioner's satisfaction. After the 20 business days expire, the commissioner has 15
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business days to make a final decision to approve or disapprove the application. Failing to address
the deficiencies to the commissioner's satisfaction makes an applicant ineligible to be an authorizer.
The commissioner, in establishing criteria for approval, must consider the applicant's:

(1) capacity and infrastructure;

(2) application criteria and process;

(3) contracting process;

(4) ongoing oversight and evaluation processes; and
(5) renewal criteria and processes.

(d) An applicant must include in its application to the commissioner to be an approved authorizer
at least the following:

(1) how chartering schools is a way for the organization to carry out its mission;

(2) a description of the capacity of the organization to serve as an authorizer, including the
personnel who will perform the authorizing duties, their qualifications, the amount of time they will
be assigned to this responsibility, and the financial resources allocated by the organization to this
responsibility;

(3) a description of the application and review process the authorizer will use to make decisions
regarding the granting of charters;

(4) a description of the type of contract it will arrange with the schools it charters that meets the
provisions of subdivision 6;

(5) the process to be used for providing ongoing oversight of the school consistent with the
contract expectations specified in clause (4) that assures that the schools chartered are complying
with both the provisions of applicable law and rules, and with the contract;

(6) a description of the criteria and process the authorizer will use to grant expanded applications
under subdivision 4, paragraph (j);

(7) the process for making decisions regarding the renewal or termination of the school's charter
based on evidence that demonstrates the academic, organizational, and financial competency of the
school, including its success in increasing student achievement and meeting the goals of the charter
school agreement; and

(8) an assurance specifying that the organization is committed to serving as an authorizer for the
full five-year term.

(e) A disapproved applicant under this section may resubmit an application during a future
application period.

(f) If the governing board of an approved authorizer votes to withdraw as an approved authorizer
for a reason unrelated to any cause under subdivision 23, the authorizer must notify all its chartered
schools and the commissioner in writing by July 15 of'its intent to withdraw as an authorizer on June
30 in the next calendar year. The commissioner may approve the transfer of a charter school to a new
authorizer under this paragraph after the new authorizer submits an affidavit to the commissioner.

(g) The authorizer must participate in department-approved training.
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1) (h) The commissioner shall review an authorizer's performance every five years in a manner
and form determined by the commissioner and may review an authorizer's performance more
frequently at the commissioner's own initiative or at the request of a charter school operator,
charter school board member, or other interested party. The commissioner, after completing the
review, shall transmit a report with findings to the authorizer. If, consistent with this section,
the commissioner finds that an authorizer has not fulfilled the requirements of this section, the
commissioner may subject the authorizer to corrective action, which may include terminating the
contract with the charter school board of directors of a school it chartered. The commissioner
must notify the authorizer in writing of any findings that may subject the authorizer to corrective
action and the authorizer then has 15 business days to request an informal hearing before the
commissioner takes corrective action. If the commissioner terminates a contract between an
authorizer and a charter school under this paragraph, the commissioner may assist the charter
school in acquiring a new authorizer.

) (1) The commissioner may at any time take corrective action against an authorizer, including
terminating an authorizer's ability to charter a school for:

(1) failing to demonstrate the criteria under paragraph (c) under which the commissioner
approved the authorizer;

(2) violating a term of the chartering contract between the authorizer and the charter school board
of directors;

(3) unsatisfactory performance as an approved authorizer; or

(4) any good cause shown that provides the commissioner a legally sufficient reason to take
corrective action against an authorizer.

Subd. 4. Formation of school. (a) An authorizer, after receiving an application from a school
developer, may charter a licensed teacher under section 122A.18, subdivision 1, or a group of
individuals that includes one or more licensed teachers under section 122A.18, subdivision 1,
to operate a school subject to the commissioner's approval of the authorizer's affidavit under
paragraph (b). The school must be organized and operated as a nonprofit corporation under chapter
317A and the provisions under the applicable chapter shall apply to the school except as provided
in this section.

Notwithstanding sections 465.717 and 465.719, a school district, subject to this section and
section 124D.11, may create a corporation for the purpose of establishing a charter school.

(b) Before the operators may establish and operate a school, the authorizer must file an affidavit
with the commissioner stating its intent to charter a school. An authorizer must file a separate
affidavit for each school it intends to charter. The affidavit must state the terms and conditions
under which the authorizer would charter a school and how the authorizer intends to oversee the
fiscal and student performance of the charter school and to comply with the terms of the written
contract between the authorizer and the charter school board of directors under subdivision 6.
The commissioner must approve or disapprove the authorizer's affidavit within 60 business days
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of receipt of the affidavit. If the commissioner disapproves the affidavit, the commissioner shall
notify the authorizer of the deficiencies in the affidavit and the authorizer then has 20 business days
to address the deficiencies. If the authorizer does not address deficiencies to the commissioner's
satisfaction, the commissioner's disapproval is final. Failure to obtain commissioner approval
precludes an authorizer from chartering the school that is the subject of this affidavit.

(c) The authorizer may prevent an approved charter school from opening for operation if, among
other grounds, the charter school violates this section or does not meet the ready-to-open standards
that are part of the authorizer's oversight and evaluation process or are stipulated in the charter
school contract.

(d) The operators authorized to organize and operate a school, before entering into a contract
or other agreement for professional or other services, goods, or facilities, must incorporate as
a nonprofit corporation under chapter 317A and must establish a board of directors composed
of at least five members who are not related parties until a timely election for members of the
ongoing charter school board of directors is held according to the school's articles and bylaws
under paragraph (f). A charter school board of directors must be composed of at least five members
who are not related parties. Staff members employed at the school, including teachers providing
instruction under a contract with a cooperative, and all parents or legal guardians of children
enrolled in the school are the voters eligible to elect the members of the school's board of directors.
A charter school must notify eligible voters of the school board election dates at least 30 days
before the election. Board of director meetings must comply with chapter 13D.

(e) A charter school shall publish and maintain on the school's official Web site: (1) the minutes
of meetings of the board of directors, and of members and committees having any board-delegated
authority, for at least one calendar year from the date of publication; (2) directory information
for members of the board of directors and committees having board-delegated authority; and (3)
identifying and contact information for the school's authorizer. Identifying and contact information
for the school's authorizer must be included in other school materials made available to the public.
Upon request of an individual, the charter school must also make available in a timely fashion
financial statements showing all operations and transactions affecting income, surplus, and deficit
during the school's last annual accounting period; and a balance sheet summarizing assets and
11ab111tles on the closmg date of the accountmg perlod A charter school also must pﬂst—oﬂ—rts

and 1nclude that same information about its authorizer in other school materials that it makes
available to the public.

(f) Every charter school board member shall attend ongoing training throughout the member's
term on board governance, including training on the board's role and responsibilities, employment
policies and practices, and financial management. A board member who does not begin the required
initial training within six months after being seated and complete that training within 12 months
of being seated on the board is ineligible to continue to serve as a board member. The school shall
include in its annual report the training attended by each board member during the previous year.

(g) The ongoing board must be elected before the school completes its third year of operation.
Board elections must be held during the school year but may not be conducted on days when the
school is closed for holidays, breaks, or vacations. The charter school board of directors shall be
composed of at least five nonrelated members and include: (i) at least one licensed teacher employed
as a teacher at the school or ateensed-teacher providing instruction under contract between the
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charter school and a cooperative; (ii) the parent or legal guardian of a student enrolled in the charter
school who is not an employee of the charter school; and (iii) an interested community member
who is not employed by the charter school and does not have a child enrolled in the school. The
board may be a teacher majority board composed of teachers described in this paragraph. The chief
financial officer and the chief administrator may only serve as ex-officio nonvoting board members
and-maynotserveasavotingmemberoftheboard. Charter school employees shall not serve on the
board unless item (i) applies. Contractors providing facilities, goods, or services to a charter school
shall not serve on the board of directors of the charter school. Board bylaws shall outline the process
and procedures for changing the board's governance model, consistent with chapter 317A. A board
may change its governance model only:

(1) by a majority vote of the board of directors and the licensed teachers employed by the
school, including licensed teachers providing instruction under a contract between the school and a
cooperative; and

(2) with the authorizer's approval.

Any change in board governance must conform with the board structure established under this
paragraph.

(h) The granting or renewal of a charter by an authorizer must not be conditioned upon the
bargaining unit status of the employees of the school.

(i) The granting or renewal of a charter school by an authorizer must not be contingent on
the charter school being required to contract, lease, or purchase services from the authorizer.
Any potential contract;tease; or purchase of service from an authorizer must be disclosed to the
commissioner, accepted through an open bidding process, and be a separate contract from the
charter contract. The school must document the open bidding process. An authorizer must not enter
into a contract to provide management and financial services for a school that it authorizes, unless
the school documents that it received at least two competitive bids.

(j) An authorizer may permit the board of directors of a charter school to expand the operation
of the charter school to additional sites or to—add-additional grades at the school beyond those
described in the authorizer's original affidavit as approved by the commissioner only after submitting
a supplemental affidavit for approval to the commissioner in a form and manner prescribed by the
commissioner. The supplemental affidavit must document that:

(1) the proposed expansion plan demonstrates need and projected enrollment;

(2) the expansion is warranted, at a minimum, by longitudinal data demonstrating students'
improved academic performance and growth on statewide assessments under chapter 120B;

(3) the charter school is financially sound and the financing it needs to implement the proposed
expansion exists; and

(4) the charter school has the governance structure and management capacity to carry out its
expansion.

(k) The commissioner shall have 30 business days to review and comment on the supplemental
affidavit. The commissioner shall notify the authorizer of any deficiencies in the supplemental
affidavit and the authorizer then has 20 business days to address, to the commissioner's satisfaction,
any deficiencies in the supplemental affidavit. The school may not expand grades or add sites
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until the commissioner has approved the supplemental affidavit. The commissioner's approval or
disapproval of a supplemental affidavit is final.

Subd. 4a. Conflict of interest. (a) An individual is prohibited from serving as a member of the
charter school board of directors if the individual, an immediate family member, or the individual's
partner is an owner, employee or agent of, or a contractor with a for-profit or nonprofit entity or
individual with whom the charter school contracts, directly or indirectly, for professional services,
goods, or facilities. A violation of this prohibition renders a contract voidable at the option of the
commissioner or the charter school board of directors. A member of a charter school board of
directors who violates this prohibition is individually liable to the charter school for any damage
caused by the violation.

(b) No member of the board of directors, employee, officer, or agent of a charter school shall
participate in selecting, awarding, or administering a contract if a conflict of interest exists. A conflict
exists when:

(1) the board member, employee, officer, or agent;

(2) the immediate family of the board member, employee, officer, or agent;

(3) the partner of the board member, employee, officer, or agent; or

(4) an organization that employs, or is about to employ any individual in clauses (1) to (3),

has a financial or other interest in the entity with which the charter school is contracting. A violation
of this prohibition renders the contract void.

(c) Any employee, agent, or board member of the authorizer who participates in the initial review,
approval, ongoing oversight, evaluation, or the charter renewal or nonrenewal process or decision
is ineligible to serve on the board of directors of a school chartered by that authorizer.

(d) An individual may serve as a member of the board of directors if no conflict of interest under
paragraph (a) exists.

(e) The conflict of interest provisions under this subdivision do not apply to compensation paid
to a teacher employed as a teacher by the charter school who or a teacher who provides instructional
services to the charter school through a cooperative formed under chapter 308 A when the teacher

also serves as-a-member-of on the charter school board of directors.

Subd. 5. Conversion of existing schools. A board of an independent or special school district
may convert one or more of its existing schools to charter schools under this section if 60 percent of
the full-time teachers at the school sign a petition seeking conversion. The conversion must occur
at the beginning of an academic year.

Subd. 6. Charter contract. The authorization for a charter school must be in the form of a written
contract signed by the authorizer and the board of directors of the charter school. The contract must
be completed within 45 business days of the commissioner's approval of the authorizer's affidavit.
The authorizer shall submit to the commissioner a copy of the signed charter contract within ten



2652 JOURNAL OF THE SENATE [43RD DAY

business days of its execution. The contract for a charter school must be in writing and contain at
least the following:

(1) a declaration that the charter school will carry out the primary purpose in subdivision 1 and
how the school will report its implementation of the primary purpose;

1 (2) a declaration of the any additional purposes in subdivision 1 that the school intends to
carry out and how the school will report its implementation of those purposes;

€2) (3) a description of the school program and the specific academic and nonacademic outcomes
that pupils must achieve;

3) (4) a statement of admission policies and procedures;
t4) (5) a governance, management, and administration plan for the school;

€5) (6) signed agreements from charter school board members to comply with all federal and
state laws governing organizational, programmatic, and financial requirements applicable to charter
schools;

66-) (7) the crlterla processes and procedures that the authorizer will use forongommgoversight
c ; ; ratrce to monitor and evaluate the fiscal, operational,
and academic perforrnance consistent with subdivision 15, paragraphs (a) and (b);

H (8) for contract renewal, the formal written performance evaluation of the school that is a
prerequisite for reviewing a charter contract under subdivision 15;

t8) (9) types and amounts of insurance liability coverage to be obtained by the charter school,
consistent with subdivision 8, paragraph (k);

9 (10) consistent with subdivision 25, paragraph (d), a provision to indemnify and hold
harmless the authorizer and its officers, agents, and employees from any suit, claim, or liability
arising from any operation of the charter school, and the commissioner and department officers,
agents, and employees notwithstanding section 3.736;

10) (11) the term of the initial contract, which may be up to five years plus an additional
preoperational planning year, and up to five years for a renewed contract or a contract with a new
authorizer after a transfer of authorizers, if warranted by the school's academic, financial, and
operational performance;

1 (12) how the board of directors or the operators of the charter school will provide special
instruction and services for children with a disability under sections 125A.03 to 125A.24, and
125A.65, a description of the financial parameters within which the charter school will operate to
provide the special instruction and services to children with a disability;

(13) the specific conditions for contract renewal, which identify performance under the primary

purpose of subdivision 1 as the most important factor in determining contract renewal; and

13) (14) the plan for an orderly closing of the school under chapter 317A, if whether the closure
is a termination for cause, a voluntary termination, or a nonrenewal of the contract, and that includes
establishing the responsibilities of the school board of directors and the authorizer and notifying
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the commissioner, authorizer, school district in which the charter school is located, and parents of
enrolled students about the closure, the transfer of student records to students' resident districts, and
procedures for closing financial operations.

Subd. 6a. Audit report. (a) The charter school must submit an audit report to the commissioner
and its authorizer by December 31 each year.

(b) The charter school, with the assistance of the auditor conducting the audit, must include
with the report, as supplemental information, a copy of all charter school agreements for corporate
management services, including parent company or other administrative, financial, and staffing
services. If the entity that provides the professional services to the charter school is exempt from
taxation under section 501 of the Internal Revenue Code of 1986, that entity must file with the
commissioner by February 15 a copy of the annual return required under section 6033 of the Internal
Revenue Code of 1986.

(c) A charter school independent audit report shall include audited financial data of an affiliated
building corporation or other component unit.

tc) (d) If the audit report finds that a material weakness exists in the financial reporting systems of
a charter school, the charter school must submit a written report to the commissioner explaining how
the material weakness will be resolved. An auditor, as a condition of providing financial services to
a charter school, must agree to make available information about a charter school's financial audit
to the commissioner and authorizer upon request.

Subd. 7. Public status; exemption from statutes and rules. A charter school is a public school
and is part of the state's system of public education. A charter school is exempt from all statutes
and rules applicable to a school, school board, or school district unless a statute or rule is made
specifically applicable to a charter school or is included in this section.

Subd. 8. Federal, state, and local requirements. (a) A charter school shall meet all federal,
state, and local health and safety requirements applicable to school districts.

(b) A school must comply with statewide accountability requirements governing standards and
assessments in chapter 120B.

(c) A school authorized by a school board may be located in any district, unless the school board
of the district of the proposed location disapproves by written resolution.

(d) A charter school must be nonsectarian in its programs, admission policies, employment
practices, and all other operations. An authorizer may not authorize a charter school or program
that is affiliated with a nonpublic sectarian school or a religious institution. A charter school student
must be released for religious instruction, consistent with section 120A.22, subdivision 12, clause

3).

(e) Charter schools must not be used as a method of providing education or generating revenue
for students who are being home-schooled. This paragraph does not apply to shared time aid under
section 126C.19.

(f) The primary focus of a charter school must be to provide a comprehensive program of
instruction for at least one grade or age group from five through 18 years of age. Instruction may
be provided to people younger than five years and older than 18 years of age.
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(g) A charter school may not charge tuition.
(h) A charter school is subject to and must comply with chapter 363 A and section 121A.04.

(1) A charter school is subject to and must comply with the Pupil Fair Dismissal Act, sections
121A.40 to 121A.56, and the Minnesota Public School Fee Law, sections 123B.34 to 123B.39.

(j) A charter school is subject to the same financial audits, audit procedures, and audit
requirements as a district, except as required under subdivision 6a. Audits must be conducted in
compliance with generally accepted governmental auditing standards, the federal Single Audit
Act, if applicable, and section 6.65. A charter school is subject to and must comply with sections
15.054; 118A.01; 118A.02; 118A.03; 118A.04; 118A.05; 118A.06; 471.38; 471.391; 471.392; and
471.425. The audit must comply with the requirements of sections 123B.75 to 123B.83, except
to the extent deviations are necessary because of the program at the school. Deviations must
be approved by the commissioner and authorizer. The Department of Education, state auditor,
legislative auditor, or authorizer may conduct financial, program, or compliance audits. A charter
school determined to be in statutory operating debt under sections 123B.81 to 123B.83 must submit
a plan under section 123B.81, subdivision 4.

(k) A charter school is a district for the purposes of tort liability under chapter 466.

(1) A charter school must comply with chapters 13 and 13D; and sections 120A.22, subdivision
7; 121A.75; and 260B.171, subdivisions 3 and 5.

(m) A charter school is subject to the Pledge of Allegiance requirement under section 121A.11,
subdivision 3.

(n) A charter school offering online courses or programs must comply with section 124D.095.
(0) A charter school and charter school board of directors are subject to chapter 181.

(p) A charter school must comply with section 120A.22, subdivision 7, governing the transfer of
students' educational records and sections 138.163 and 138.17 governing the management of local
records.

(q) A charter school that provides early childhood health and developmental screening must
comply with sections 121A.16 to 121A.19.

(r) A charter school that provides school-sponsored youth athletic activities must comply with
section 121A.38.

(s) A charter school is subject to and must comply with continuing truant notification under
section 260A.03.

Subd. 8a. Aid reduction. The commissioner may reduce a charter school's state aid under section
127A.42 or 127A.43 if the charter school board fails to correct a violation under this section.

Subd. 8b. Aid reduction for violations. The commissioner may reduce a charter school's state
aid by an amount not to exceed 60 percent of the charter school's basic revenue for the period of
time that a violation of law occurs.

Subd. 9. Admission requirements. (a) A charter school may limit admission to:

(1) pupils within an age group or grade level;
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(2) pupils who are eligible to participate in the graduation incentives program under section
124D.68; or

(3) residents of a specific geographic area in which the school is located when the majority of
students served by the school are members of underserved populations.

(b) A charter school shall enroll an eligible pupil who submits a timely application, unless the
number of applications exceeds the capacity of a program, class, grade level, or building. In this
case, pupils must be accepted by lot. The charter school must develop and publish, including on its
Web site, a lottery policy and process that it must use when accepting pupils by lot.

(c) A charter school shall give enrollment preference to a sibling of an enrolled pupil and to a
foster child of that pupil's parents and may give preference for enrolling children of the school's
staff before accepting other pupils by lot.

(d) A person shall not be admitted to a charter school (1) as a kindergarten pupil, unless the pupil
is at least five years of age on September 1 of the calendar year in which the school year for which
the pupil seeks admission commences; or (2) as a first grade student, unless the pupil is at least six
years of age on September 1 of the calendar year in which the school year for which the pupil seeks
admission commences or has completed kindergarten; except that a charter school may establish
and publish on its Web site a policy for admission of selected pupils at an earlier age, consistent
with the enrollment process in paragraphs (b) and (c).

(e) Except as permitted in paragraph (d), a charter school may not limit admission to pupils on
the basis of intellectual ability, measures of achievement or aptitude, or athletic ability and may not
establish any criteria or requirements for admission that are inconsistent with this subdivision.

(f) The charter school shall not distribute any services or goods of value to students, parents, or

guardians as an inducement, term, or condition of enrolling a student in a charter school.

Subd. 10. Pupil performance. A charter school must design its programs to at least meet
the outcomes adopted by the commissioner for public school students. In the absence of the
commissioner's requirements, the school must meet the outcomes contained in the contract with
the authorizer. The achievement levels of the outcomes contained in the contract may exceed the
achievement levels of any outcomes adopted by the commissioner for public school students.

Subd. 11. Employment and other operating matters. (a) A charter school must employ or
contract with necessary teachers, as defined by section 122A.15, subdivision 1, who hold valid
licenses to perform the particular service for which they are employed in the school. The charter
school's state aid may be reduced under section 127A.43 if the school employs a teacher who is
not appropriately licensed or approved by the board of teaching. The school may employ necessary
employees who are not required to hold teaching licenses to perform duties other than teaching and
may contract for other services. The school may discharge teachers and nonlicensed employees.
The charter school board is subject to section 181.932. When offering employment to a prospective
employee, a charter school must give that employee a written description of the terms and conditions
of employment and the school's personnel policies.

(b) A person, without holding a valid administrator's license, may perform administrative,
supervisory, or instructional leadership duties. The board of directors shall establish qualifications
for persons that hold administrative, supervisory, or instructional leadership roles. The qualifications
shall include at least the following areas: instruction and assessment; human resource and personnel
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management; financial management; legal and compliance management; effective communication;
and board, authorizer, and community relationships. The board of directors shall use those
qualifications as the basis for job descriptions, hiring, and performance evaluations of those who
hold administrative, supervisory, or instructional leadership roles. The board of directors and an
individual who does not hold a valid administrative license and who serves in an administrative,
supervisory, or instructional leadership position shall develop a professional development plan.
Documentation of the implementation of the professional development plan of these persons shall
be included in the school's annual report.

(¢) The board of directors also shall decide and be responsible for matters related to the operation
of the school, including budgeting, curriculum and operating procedures.

Subd. 12. Pupils with a disability. A charter school must comply with sections 125A.02,
125A.03 to 125A.24, and 125A.65 and rules relating to the education of pupils with a disability as
though it were a district.

Subd. 13. Length of school year. A charter school must provide instruction each year for at least
the number of hours required by section 120A.41. It may provide instruction throughout the year
according to sections 124D.12 to 124D.127 or 124D.128.

Subd. 14. Annual public reports. A charter school must publish an annual report approved by
the board of directors. The annual report must at least include information on school enrollment,
student attrition, governance and management, staffing, finances, academic performance,
operatiomalperformance; innovative practices and implementation, and future plans. A charter
school must post the annual report on the school's official Web site. The charter school must also
distribute the annual report by publication, mail, or electronic means to the—commisstoner; its
authorizer, school employees and parents and legal guardlans of students enrolled in the charter
school and 1 ' eb-site. The reports are public
data under chapter 13.

Subd. 15. Review and comment. (a) The authorizer shall provide a formal written evaluation
of the school's performance before the authorizer renews the charter contract. The department
must review and comment on the authorizer's evaluation process at the time the authorizer submits
its application for approval and each time the authorizer undergoes its five-year review under
subdivision 3, paragraph (i).

(b) An authorizer shall monitor and evaluate the fiseal; academic, financial, and operational;
and-student performance of the school, and may for this purpose annually assess a charter school a
fee according to paragraph (c). The agreed-upon fee structure must be stated in the charter school
contract.

(c) The fee that each-charter-schoolpays-to-anauthorizereach-year an authorizer may annually

assess is the greater of:

(1) the basic formula allowance for that year; or
(2) the lesser of:
(1) the maximum fee factor times the basic formula allowance for that year; or

(ii) the fee factor times the basic formula allowance for that year times the charter school's

adjusted marginat-cost-pupil units for that year. The fee factor equals :605-in-fiscal-year2616,-6+
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(d) An authorizer may not assess a fee for any required services other than as provided in this
subdivision.

(e) For the preoperational planning period, after a school is chartered, the authorizer may assess
a charter school a fee equal to the basic formula allowance.

(f) By September 30 of each year, an authorizer shall submit to the commissioner a statement
of income and expenditures related to chartering activities during the previous school year ending
June 30. A copy of the statement shall be given to all schools chartered by the authorizer.

Subd. 16. Transportation. (a) A charter school after its first fiscal year of operation by March
1 of each fiscal year and a charter school by July 1 of its first fiscal year of operation must notify
the district in which the school is located and the Department of Education if it will provide its own
transportation or use the transportation services of the district in which it is located for the fiscal
year.

(b) If a charter school elects to provide transportation for pupils, the transportation must be
provided by the charter school within the district in which the charter school is located. The state
must pay transportation aid to the charter school according to section 124D.11, subdivision 2.

For pupils who reside outside the district in which the charter school is located, the charter school
is not required to provide or pay for transportation between the pupil's residence and the border of
the district in which the charter school is located. A parent may be reimbursed by the charter school
for costs of transportation from the pupil's residence to the border of the district in which the charter
school is located if the pupil is from a family whose income is at or below the poverty level, as
determined by the federal government. The reimbursement may not exceed the pupil's actual cost
of transportation or 15 cents per mile traveled, whichever is less. Reimbursement may not be paid
for more than 250 miles per week.

At the time a pupil enrolls in a charter school, the charter school must provide the parent or
guardian with information regarding the transportation.

(c) If a charter school does not elect to provide transportation, transportation for pupils enrolled
at the school must be provided by the district in which the school is located, according to sections
123B.88, subdivision 6, and 124D.03, subdivision 8, for a pupil residing in the same district in
which the charter school is located. Transportation may be provided by the district in which the
school is located, according to sections 123B.88, subdivision 6, and 124D.03, subdivision 8, for
a pupil residing in a different district. If the district provides the transportation, the scheduling of
routes, manner and method of transportation, control and discipline of the pupils, and any other
matter relating to the transportation of pupils under this paragraph shall be within the sole discretion,
control, and management of the district.

Subd. 17. Leased space. A charter school may lease space from an independent or special
school board ehigtbletobe-anauthorizer, other public organization, private, nonprofit nonsectarian
organization, private property owner, or a sectarian organization if the leased space is constructed
as a school facility. The department must review and approve or disapprove leases, including
modifications and renewals prior to execution of the lease by the lessee and lessor, in a timely
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manner. Leases for a school year must be submitted to the department no later than July 1 before
that school year. The commissioner may waive this date based on an appeal by a charter school
when circumstances beyond the control of the charter school do not allow a lease agreement to be
written prior to that date. The commissioner shall not approve a facility lease that does not have (1)
a sum certain annual cost and (2) an escape clause that may be exercised by the charter school in
the event of nonrenewal or termination of the charter school contract.

Subd. 17a. Affiliated nonprofit building corporation. (a) Before a charter school may organize
an affiliated nonprofit building corporation (i) to renovate or purchase an existing facility to serve
as a school or (ii) to expand an existing building or construct a new school facility, an authorizer
must submit an affidavit to the commissioner for approval in the form and manner the commissioner
prescribes, and consistent with paragraphs (b) and (c) or (d).

(b) An affiliated nonprofit building corporation under this subdivision must:
(1) be incorporated under section 317A;

(2) comply with applicable Internal Revenue Service regulations, including regulations for
"supporting organizations" as defined by the Internal Revenue Service;

(3) submit to the commissioner each fiscal year a list of current board members and a copy of
its annual audit; and

(4) comply with government data practices law under chapter 13.

An affiliated nonprofit building corporation must not serve as the leasing agent for property or
facilities it does not own. A charter school that leases a facility from an affiliated nonprofit building
corporation that does not own the leased facility is ineligible to receive charter school lease aid. The
state is immune from liability resulting from a contract between a charter school and an affiliated
nonprofit building corporation.

(c) A charter school may organize an affiliated nonprofit building corporation to renovate or
purchase an existing facility to serve as a school if the charter school:

(1) has been operating for at least five consecutive school years;

(2) has had a net positive unreserved general fund balance as of June 30 in the preceding five
fiscal years;

(3) has a long-range strategic and financial plan;
(4) completes a feasibility study of available buildings;

(5) documents enrollment projections and the need to use an affiliated building corporation to
renovate or purchase an existing facility to serve as a school; and

(6) has a plan for the renovation or purchase, which describes the parameters and budget for the
project.

(d) A charter school may organize an affiliated nonprofit building corporation to expand an
existing school facility or construct a new school facility if the charter school:

(1) demonstrates the lack of facilities available to serve as a school;

(2) has been operating for at least eight consecutive school years;
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(3) has had a net positive unreserved general fund balance as of June 30 in the preceding five
fiscal years;

(4) completes a feasibility study of facility options;

(5) has a long-range strategic and financial plan that includes enrollment projections and
demonstrates the need for constructing a new school facility; and

(6) has a plan for the expansion or new school facility, which describes the parameters and budget
for the project.

Subd. 17b. Positive review and comment. €} A charter school or an affiliated nonprofit
building corporation organized by a charter school must not initiate an installment contract for
purchase, or a lease agreement, or solicit bids for new construction, expansion, or remodeling of
an educational facility that requires an expenditure in excess of $1,400,000, unless it meets the
criteria in subdivision 17a, paragraph (b) and paragraph (c) or (d), as applicable, and receives a
positive review and comment from the commissioner under section 123B.71.

Subd. 19. Disseminate information. (a) Fhe—authorizer,the-operators; Authorizers and the

department must disseminate information to the public on how to form and operate a charter
school. Charter schools must disseminate information about how to use the offerings of a charter
school. Targeted groups include low-income families and communities, students of color, and
students who are at risk of academic failure.

(b) Authorizers, operators, and the department also may disseminate information about the
successful best practices in teaching and learning demonstrated by charter schools.

Subd. 20. Leave to teach in a charter school. If a teacher employed by a district makes a written
request for an extended leave of absence to teach at a charter school, the district must grant the leave.
The district must grant a leave not to exceed a total of five years. Any request to extend the leave shall
be granted only at the discretion of the school board. The district may require that the request for a
leave or extension of leave be made before February 1 in the school year preceding the school year
in which the teacher intends to leave, or February 1 of the calendar year in which the teacher's leave
is scheduled to terminate. Except as otherwise provided in this subdivision and except for section
122A.46, subdivision 7, the leave is governed by section 122A.46, including, but not limited to,
reinstatement, notice of intention to return, seniority, salary, and insurance.

During a leave, the teacher may continue to aggregate benefits and credits in the Teachers'
Retirement Association account under chapters 354 and 354 A, consistent with subdivision 22.

Subd. 21. Collective bargaining. Employees of the board of directors of a charter school may,
if otherwise eligible, organize under chapter 179A and comply with its provisions. The board of
directors of a charter school is a public employer, for the purposes of chapter 179A, upon formation
of one or more bargaining units at the school. Bargaining units at the school must be separate from
any other units within an authorizing district, except that bargaining units may remain part of the
appropriate unit within an authorizing district, if the employees of the school, the board of directors
of the school, the exclusive representative of the appropriate unit in the authorizing district, and
the board of the authorizing district agree to include the employees in the appropriate unit of the
authorizing district.
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Subd. 22. Teacher and other employee retirement. (a) Teachers in a charter school must be
public school teachers for the purposes of chapters 354 and 354A.

(b) Except for teachers under paragraph (a), employees in a charter school must be public
employees for the purposes of chapter 353.

Subd. 23. Causes for nonrenewal or termination of charter school contract. (a) The duration
of the contract with an authorizer must be for the term contained in the contract according to
subdivision 6. The authorizer may or may not renew a contract at the end of the term for any ground
listed in paragraph (b). An authorizer may unilaterally terminate a contract during the term of the
contract for any ground listed in paragraph (b). At least 60 business days before not renewing or
terminating a contract, the authorizer shall notify the board of directors of the charter school of the
proposed action in writing. The notice shall state the grounds for the proposed action in reasonable
detail and that the charter school's board of directors may request in writing an informal hearing
before the authorizer within 15 business days of receiving notice of nonrenewal or termination of
the contract. Failure by the board of directors to make a written request for an informal hearing
within the 15-business-day period shall be treated as acquiescence to the proposed action. Upon
receiving a timely written request for a hearing, the authorizer shall give ten business days' notice to
the charter school's board of directors of the hearing date. The authorizer shall conduct an informal
hearing before taking final action. The authorizer shall take final action to renew or not renew a
contract no later than 20 business days before the proposed date for terminating the contract or the
end date of the contract.

(b) A contract may be terminated or not renewed upon any of the following grounds:

(1) failure to meet demonstrate satisfactory academic achievement for all groups of students,
including the requirements for pupil performance contained in the contract;

(2) failure to meet generally accepted standards of fiscal management;
(3) violations of law; or
(4) other good cause shown.

If a contract is terminated or not renewed under this paragraph, the school must be dissolved
according to the applicable provisions of chapter 317A.

(c) If the authorizer and the charter school board of directors mutually agree to terminate or not
renew the contract, a change in authorizers is allowed if the commissioner approves the change to
a different eligible authorizer to authorize the charter school. Both parties must jointly submit their
intent in writing to the commissioner to mutually terminate the contract. The authorizer that is a party
to the existing contract must inform the proposed authorizer about the fiscal and operational status
and student performance of the school. Before the commissioner determines whether to approve a
change in authorizer, the proposed authorizer must identify any outstanding issues in the proposed
charter contract that were unresolved in the previous charter contract and have the charter school
agree to resolve those issues. If no change in authorizer is approved, the school must be dissolved
according to applicable law and the terms of the contract.

(d) The commissioner, after providing reasonable notice to the board of directors of a charter
school and the existing authorizer, and after providing an opportunity for a public hearing, may
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terminate the existing contract between the authorizer and the charter school board if the charter
school has a history of:

(1) failure to meet pupil performance requirements consistent with state law;

(2) financial mismanagement or failure to meet generally accepted standards of fiscal
management; or

(3) repeated or major violations of the law.

(e) Notwithstanding other provisions of this subdivision, the authorizer of a charter school may
terminate an existing contract between the authorizer and the charter school at the end of the current
school year, after notifying the charter school board of directors by December 1, if in each of the
previous three consecutive school years the performance of the charter school based on federal
school accountability measures and on state measures of student performance and growth would
place the school in the bottom quartile of all public schools as determined by the commissioner. If an
authorizer chooses to terminate the contract, the school must be closed according to applicable law
and the terms of the contract. The authorizer must work with the charter school's board of directors
to ensure parents of children currently enrolled at the school are aware of school choice options
and receive assistance in selecting an appropriate choice for the next school year. If the authorizer
chooses not to terminate the existing contract under these conditions, the authorizer must submit a
public, written justification of the decision to the commissioner by December 1. The commissioner
may use this decision as a factor in reviewing the authorizer's performance under subdivision 3,
paragraph (i). The federal and state measures identified in this paragraph are minimum conditions
and are not intended to discourage and do not prevent an authorizer from closing schools which do
not meet these conditions.

Subd. 23a. Related party lease costs. (a) A charter school is prohibited from entering a lease of
real property with a related party unless the lessor is a nonprofit corporation under chapter 317A or a
cooperative under chapter 308 A, and the lease cost is reasonable under section 124D.11, subdivision
4, clause (1).

(b) For purposes of this section and section 124D.11:

(1) "related party" means an affiliate or immediate relative of the other party in question, an
affiliate of an immediate relative, or an immediate relative of an affiliate;

(2) "affiliate" means a person that directly or indirectly, through one or more intermediaries,
controls, is controlled by, or is under common control with another person;

(3) "immediate family" means an individual whose relationship by blood, marriage, adoption,
or partnering is no more remote than first cousin;

(4) "person" means an individual or entity of any kind; and

(5) "control" means the ability to affect the management, operations, or policy actions or
decisions of a person, whether through ownership of voting securities, by contract, or otherwise.

(c) A lease of real property to be used for a charter school, not excluded in paragraph (a), must
contain the following statement: "This lease is subject to Minnesota Statutes, section 124D.10,
subdivision 23a."
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(d) If a charter school enters into as lessee a lease with a related party and the charter school
subsequently closes, the commissioner has the right to recover from the lessor any lease payments
in excess of those that are reasonable under section 124D.11, subdivision 4, clause (1).

Subd. 24. Pupil enrollment upon nonrenewal or termination of charter school contract. If
a contract is not renewed or is terminated according to subdivision 23, a pupil who attended the
school, siblings of the pupil, or another pupil who resides in the same place as the pupil may enroll
in the resident district or may submit an application to a nonresident district according to section
124D.03 at any time. Applications and notices required by section 124D.03 must be processed and
provided in a prompt manner. The application and notice deadlines in section 124D.03 do not apply
under these circumstances. The closed charter school must transfer the student's educational records
within ten business days of closure to the student's school district of residence where the records
must be retained or transferred under section 120A.22, subdivision 7.

Subd. 25. Extent of specific legal authority. (a) The board of directors of a charter school may
sue and be sued.

(b) The board may not levy taxes or issue bonds.

(c) The commissioner, an authorizer, members of the board of an authorizer in their official
capacity, and employees of an authorizer are immune from civil or criminal liability with respect
to all activities related to a charter school they approve or authorize. The board of directors shall
obtain at least the amount of and types of insurance up to the applicable tort liability limits under
chapter 466. The charter school board must submit a copy of the insurance policy to its authorizer
and-the-commtsstoner before starting operations. The charter school board must submit changes in
its insurance carrier or policy to its authorizer and-the-ecommissioner within 20 business days of the
change.

(d) Notwithstanding section 3.736, the charter school shall assume full liability for its activities
and indemnify and hold harmless the authorizer and its officers, agents, and employees from any
suit, claim, or liability arising from any operation of the charter school and the commissioner and
department officers, agents, and employees. A charter school is not required to indemnify or hold
harmless a state employee if the state would not be required to indemnify and hold the employee
harmless under section 3.736, subdivision 9.

Subd. 27. Collaboration between charter school and school district. (a) A charter school
board may voluntarily enter into a two-year, renewable agreement for collaboration to enhance
student achievement with a school district within whose geographic boundary it operates.

(b) A school district need not be an approved authorizer to enter into a collaboration agreement
with a charter school. A charter school need not be authorized by the school district with which it
seeks to collaborate.

(c) A charter school authorizer is prohibited from requiring a collaboration agreement as a
condition of entering into or renewing a charter contract as defined in subdivision 6.

(d) Nothing in this subdivision or in the collaboration agreement may impact in any way the
authority or autonomy of the charter school.



43RD DAY] WEDNESDAY, APRIL 24, 2013 2663

(e) Nothing in this subdivision or in the collaboration agreement shall cause the state to pay
twice for the same student, service, or facility or otherwise impact state funding, or the flow thereof,
to the school district or the charter school.

(f) The collaboration agreement may include, but need not be limited to, collaboration regarding
facilities, transportation, training, student achievement, assessments, mutual performance standards,
and other areas of mutual agreement.

(g) The school district may include the academic performance of the students of a collaborative
charter school site operating within the geographic boundaries of the school district, for purposes
of student assessment and reporting to the state.

(h) Districts, authorizers, or charter schools entering into a collaborative agreement are
equally and collectively subject to the same state and federal accountability measures for student
achievement, school performance outcomes, and school improvement strategies. The collaborative
agreement and all accountability measures must be posted on the district, charter school, and
authorizer Web sites.

EFFECTIVE DATE. Subdivision 23 is effective July 1, 2013, and applies to federal school
accountability measures and state measures of student performance and growth from the 2010-2011
school year and later.

Sec. 2. Minnesota Statutes 2012, section 260A.02, subdivision 3, is amended to read:

Subd. 3. Continuing truant. "Continuing truant" means a child who is subject to the compulsory
instruction requirements of section 120A.22 and is absent from instruction in a school, as defined
in section 120A.05, without valid excuse within a single school year for:

(1) three days if the child is in elementary school; or

(2) three or more class periods on three days if the child is in middle school, junior high school,
or high school.

Nothing in this section shall prevent a school district or charter school from notifying a truant
child's parent or legal guardian of the child's truancy or otherwise addressing a child's attendance
problems prior to the child becoming a continuing truant.

Sec. 3. Minnesota Statutes 2012, section 260A.03, is amended to read:

260A.03 NOTICE TO PARENT OR GUARDIAN WHEN CHILD IS A CONTINUING
TRUANT.

Upon a child's initial classification as a continuing truant, the school attendance officer or other
designated school official shall notify the child's parent or legal guardian, by first-class mail or other
reasonable means, of the following:

(1) that the child is truant;

(2) that the parent or guardian should notify the school if there is a valid excuse for the child's
absences;

(3) that the parent or guardian is obligated to compel the attendance of the child at school
pursuant to section 120A.22 and parents or guardians who fail to meet this obligation may be subject
to prosecution under section 120A.34;



2664 JOURNAL OF THE SENATE [43RD DAY
(4) that this notification serves as the notification required by section 120A.34;

(5) that alternative educational programs and services may be available in the child's enrolling
or resident district;

(6) that the parent or guardian has the right to meet with appropriate school personnel to discuss
solutions to the child's truancy;

(7) that if the child continues to be truant, the parent and child may be subject to juvenile court
proceedings under chapter 260C;

(8) that if the child is subject to juvenile court proceedings, the child may be subject to
suspension, restriction, or delay of the child's driving privilege pursuant to section 260C.201; and

(9) that it is recommended that the parent or guardian accompany the child to school and attend
classes with the child for one day.

Sec. 4. Minnesota Statutes 2012, section 260A.05, subdivision 1, is amended to read:

Subdivision 1. Establishment. A school district or charter school may establish one or more
school attendance review boards to exercise the powers and duties in this section. The school
district or charter school board shall appoint the members of the school attendance review board
and designate the schools within the board's jurisdiction. Members of a school attendance review
board may include:

(1) the superintendent of the school district or the superintendent's designee or charter director
or the director's designee;

(2) a principal and one or more other school officials from within the district or charter school;

(3) parent representatives;

(4) representatives from community agencies that provide services for truant students and their
families;

(5) a juvenile probation officer;

(6) school counselors and attendance officers; and

(7) law enforcement officers.

Sec. 5. Minnesota Statutes 2012, section 260A.07, subdivision 1, is amended to read:

Subdivision 1. Establishment; referrals. A county attorney may establish a truancy mediation
program for the purpose of resolving truancy problems without court action. If a student is in a
school district or charter school that has established a school attendance review board, the student
may be referred to the county attorney under section 260A.06, subdivision 3. If the student's school
district or charter school has not established a board, the student may be referred to the county
attorney by the school district or charter school if the student continues to be truant after the parent
or guardian has been sent or conveyed the notice under section 260A.03.
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ARTICLE 5
SPECIAL PROGRAMS
Section 1. Minnesota Statutes 2012, section 15.059, subdivision 5b, is amended to read:

Subd. 5b. Continuation dependent on federal law. Notwithstanding this section, the following
councils and committees do not expire unless federal law no longer requires the existence of the
council or committee:

(1) Rehabilitation Council for the Blind, created in section 248.10;

(2) Juvenile Justice Advisory Committee, created in section 299A.72;

(3) Governor's Workforce Development Council, created in section 116L.665;

(4) local workforce councils, created in section 116L.666, subdivision 2;

(5) Rehabilitation Council, created in section 268A.02, subdivision 2; and

(6) Statewide Independent Living Council, created in section 268A.02, subdivision 2; and

(7) Interagency Coordinating Council, created in section 125A.28.

Sec. 2. Minnesota Statutes 2012, section 125A.0941, is amended to read:
125A.0941 DEFINITIONS.
(a) The following terms have the meanings given them.

(b) "Emergency" means a situation where immediate intervention is needed to protect a child or
other individual from physical injury erte-preventseriotts propertydamage. Emergency does not
mean circumstances such as: a child who does not respond to a task or request and instead places his
or her head on a desk or hides under a desk or table; a child who does not respond to a staff person's
request unless failing to respond would result in physical injury to the child or other individual; or
an emergency incident has already occurred and no threat of physical injury currently exists.

(c) "Physical holding" means physical intervention intended to hold a child immobile or
limit a child's movement, where body contact is the only source of physical restraint, and where
immobilization is used to effectively gain control of a child in order to protect the a child or other
person individual from physical injury. The term physical holding does not mean physical contact
that:

(1) helps a child respond or complete a task;
(2) assists a child without restricting the child's movement;
(3) is needed to administer an authorized health-related service or procedure; or

(4) is needed to physically escort a child when the child does not resist or the child's resistance
is minimal.

(d) "Positive behavioral interventions and supports" means interventions and strategies to
improve the school environment and teach children the skills to behave appropriately.

(e) "Prone restraint”" means placing a child in a face down position.
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(f) "Restrictive procedures" means the use of physical holding or seclusion in an emergency.
Restrictive procedures must not be used to punish or otherwise discipline a child.

(g) "Seclusion" means confining a child alone in a room from which egress is barred. Egress may
be barred by an adult locking or closing the door in the room or preventing the child from leaving
the room. Removing a child from an activity to a location where the child cannot participate in or
observe the activity is not seclusion.

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

Sec. 3. Minnesota Statutes 2012, section 125A.0942, is amended to read:
125A.0942 STANDARDS FOR RESTRICTIVE PROCEDURES.

Subdivision 1. Restrictive procedures plan. (a) Schools that intend to use restrictive
procedures shall maintain and make publicly accessible a restrictive procedures plan for children
with disabilities that mnetudes at least the-folowing:

(1) lists the tist-of restrictive procedures the school intends to use;

(2) describes how the school will implement a range of positive behavior strategies and provide
links to mental health services;

(3) describes how the school will monitor and review the use of restrictive procedures, including:

(i) conducting post-use debriefings, consistent with subdivision 3, paragraph (a), clause (5); and

(i) convening an oversight committee to undertake a quarterly review of the use of restrictive
procedures based on patterns or problems indicated by similarities in the time of day, day of the
week, duration of the use of a procedure, the individuals involved, or other factors associated with
the use of restrictive procedures; the number of times a restrictive procedure is used schoolwide
and for individual children; the number and types of injuries, if any, resulting from the use of
restrictive procedures; whether restrictive procedures are used in nonemergency situations; the need
for additional staff training; and proposed actions to minimize the use of restrictive procedures; and

3) (4) includes a written description and documentation of the training staff completed under
subdivision 5.

(b) Schools annually must publicly identify oversight committee members who must at least
include:

(1) a mental health professional, school psychologist, or school social worker;

(2) an expert in positive behavior strategies;

(3) a special education administrator; and

(4) a general education administrator.

Subd. 2. Restrictive procedures. (a) Restrictive procedures may be used only by a licensed
special education teacher, school social worker, school psychologist, behavior analyst certified by
the National Behavior Analyst Certification Board, a person with a master's degree in behavior
analysis, other licensed education professional, highly qualified paraprofessional under section
120B.363, or mental health professional under section 245.4871, subdivision 27, who has
completed the training program under subdivision 5.
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(b) A school shall make reasonable efforts to notify the parent on the same day a restrictive
procedure is used on the child, or if the school is unable to provide same-day notice, notice is sent
within two days by written or electronic means or as otherwise indicated by the child's parent under
paragraph (d).

» A" dlT U d Ul U P1UE U UT

i i ; The district must hold a meeting of the individualized education program team,
conduct or review a functional behavioral analysis, review data, consider developing additional
or revised positive behavioral interventions and supports, consider actions to reduce the use of
restrictive procedures, and modify the individualized education program or behavior intervention
plan as appropriate. The district must hold the meeting: within ten calendar days after district staff
use restrictive procedures on two separate school days within 30 calendar days or a pattern of use
emerges and the child's individualized education program or behavior intervention plan does not
provide for using restrictive procedures in an emergency; or at the request of a parent or the district
after restrictive procedures are used. The district must review use of restrictive procedures at a
child's annual individualized education program meeting when the child's individualized education
program provides for using restrictive procedures in an emergency.

(d) If the individualized education program team under paragraph (c) determines that existing
interventions and supports are ineffective in reducing the use of restrictive procedures or the district
uses restrictive procedures on a child on ten or more school days during the same school year, the
team, as appropriate, either must consult with other professionals working with the child; consult
with experts in behavior analysis, mental health, communication, or autism; consult with culturally
competent professionals; review existing evaluations, resources, and successful strategies; or
consider whether to reevaluate the child.

(e) At the individualized education program meeting under paragraph (c), the team must review
any known medical or psychological limitations, including any medical information the parent
provides voluntarily, that contraindicate the use of a restrictive procedure, consider whether to
prohibit that restrictive procedure, and document any prohibition in the individualized education
program or behavior intervention plan.

td) (f) An individualized education program team may plan for using restrictive procedures
and may include these procedures in a child's individualized education program or behavior
intervention plan; however, the restrictive procedures may be used only in response to behavior
that constitutes an emergency, consistent with this section. The individualized education program
or behavior intervention plan shall indicate how the parent wants to be notified when a restrictive
procedure is used.

Subd. 3. Physical holding or seclusion. (a) Physical holding or seclusion may be used only in an
emergency. A school that uses physical holding or seclusion shall meet the following requirements:

(1) the physical holding or seclusion must-be is the least intrusive intervention that effectively
responds to the emergency;

(2) physical holding or seclusion is not used to discipline a noncompliant child;

(3) physical holding or seclusion must-end ends when the threat of harm ends and the staff
determines that the child can safely return to the classroom or activity;
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3) (4) staff must directly observe observes the child while physical holding or seclusion is being
used;

t4) (5) each time physical holding or seclusion is used, the staff person who implements or
oversees the physical holding or seclusion shatt-document documents, as soon as possible after the
incident concludes, the following information:

(1) a description of the incident that led to the physical holding or seclusion;

(il) why a less restrictive measure failed or was determined by staff to be inappropriate or
impractical;

(ii1) the time the physical holding or seclusion began and the time the child was released; and
(iv) a brief record of the child's behavioral and physical status;

€5) (6) the room used for seclusion must:

(i) be at least six feet by five feet;

(i1) be well lit, well ventilated, adequately heated, and clean;

(iii) have a window that allows staff to directly observe a child in seclusion;

(iv) have tamperproof fixtures, electrical switches located immediately outside the door, and
secure ceilings;

(v) have doors that open out and are unlocked, locked with keyless locks that have immediate
release mechanisms, or locked with locks that have immediate release mechanisms connected with
a fire and emergency system; and

(vi) not contain objects that a child may use to injure the child or others;
t6) (7) before using a room for seclusion, a school must:

(i) receive written notice from local authorities that the room and the locking mechanisms
comply with applicable building, fire, and safety codes; and

(i1) register the room with the commissioner, who may view that room; and

P (8) until August 1, 2643 2015, a school district may use prone restraints with children age
five or older mder—ﬂ&c—foﬂmmg—conchﬁons if:

(1) a the district has provided to the department a list of staff who have had specific training on
the use of prone restraints;

(i1) a the district provides information on the type of training that was provided and by whom;

(iil) pronerestraintsmay only be-used-by staff who have received specific training use prone

restraints;

(iv) each incident of the use of prone restraints is reported to the department within five working
days on a form provided by the department; and

(v) a the district, prior—to before using prone restraints, must review any known medical or
psychological limitations that contraindicate the use of prone restraints.
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restra-n‘rts—m—tl‘re-sehools—eonsastent*wrth—rtem—fnﬁ- The department must collect data on d1str1cts

use of prone restraints and publish the data in a readily accessible format on the department's Web
site on a quarterly basis.

(b)
e-f—rest-rret-rve—proeedtn-es—that—mel-udes By March 1 2014 stakeholders must recommend to the
commissioner specific and measurable 1mplementat1on and outcome goals for reducing the use of
restrictive procedures and the commissioner must submit to the legislature a report on districts'
progress in reducing the use of restrictive procedures that recommends how to further reduce these
procedures and eliminate the use of prone restraints. The statewide plan includes the following
components: measurable goals; the resources, training, technical assistance, mental health services,
and collaborative efforts needed to significantly reduce districts' use of prone restraints; and
recommendations to clarify and improve the law governing districts' use of restrictive procedures.
The depart-ment—must—eorwene commissioner must consult Wrth interested stakeholders to-devetop

fy c anrce when preparing the report,
1nclud1ng representatrves of advocacy orgamzat1ons spec1al education directors, intermediate
school districts, school boards, day treatment providers, county social services, state human

services department staff mental health professronals and autism experts To—assrst—t-he—depart—ment

June 30 each year, districts must report summary data on their use of restrictive procedures to ‘the

department, in a form and manner determined by the commissioner.

Subd. 4. Prohibitions. The following actions or procedures are prohibited:
(1) engaging in conduct prohibited under section 121A.58;

(2) requiring a child to assume and maintain a specified physical position, activity, or posture
that induces physical pain;

(3) totally or partially restricting a child's senses as punishment;

(4) presenting an intense sound, light, or other sensory stimuli using smell, taste, substance, or
spray as punishment;

(5) denying or restricting a child's access to equipment and devices such as walkers,
wheelchairs, hearing aids, and communication boards that facilitate the child's functioning, except
when temporarily removing the equipment or device is needed to prevent injury to the child or
others or serious damage to the equipment or device, in which case the equipment or device shall
be returned to the child as soon as possible;

(6) interacting with a child in a manner that constitutes sexual abuse, neglect, or physical abuse
under section 626.556;

(7) withholding regularly scheduled meals or water;
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(8) denying access to bathroom facilities; and

(9) physical holding that restricts or impairs a child's ability to breathe, restricts or impairs a
child's ability to communicate distress, places pressure or weight on a child's head, throat, neck,
chest, lungs, sternum, diaphragm, back, or abdomen, or results in straddling a child's torso.

Subd. 5. Training for staff. (a) To meet the requirements of subdivision 1, staff who use
restrictive procedures shall complete training in the following skills and knowledge areas:

(1) positive behavioral interventions;
(2) communicative intent of behaviors;
(3) relationship building;

(4) alternatives to restrictive procedures, including techniques to identify events and
environmental factors that may escalate behavior;

(5) de-escalation methods;

(6) standards for using restrictive procedures only in an emergency;

(7) obtaining emergency medical assistance;
(8) the physiological and psychological impact of physical holding and seclusion;

(9) monitoring and responding to a child's physical signs of distress when physical holding is
being used; and

(10) recognizing the symptoms of and interventions that may cause positional asphyxia when
physical holding is used:;

(11) district policies and procedures for timely reporting and documentation of each incident
involving use of a restricted procedure; and

(12) schoolwide programs on positive behavior strategies.

(b) The commissioner, after consulting with the commissioner of human services, must
develop and maintain a list of training programs that satisfy the requirements of paragraph (a). The
commissioner also must develop and maintain a list of experts to help individualized education
program teams reduce the use of restrictive procedures. The district shall maintain records of staff
who have been trained and the organization or professional that conducted the training. The district
may collaborate with children's community mental health providers to coordinate trainings.

Subd. 6. Behavior supports. School districts are encouraged to establish effective schoolwide
systems of positive behavior interventions and supports. Nothing in this section or section
125A.0941 precludes the use of reasonable force under sections 121A.582; 609.06, subdivision
1; and 609.379.

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

Sec. 4. Minnesota Statutes 2012, section 125A.27, subdivision 8, is amended to read:
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Subd. 8. Eligibility for Part C. "Eligibility for Part C" means eligibility for earty—chitdhood
spectal-education infant and toddler intervention services under section 125A.02 and Minnesota
Rules.

Sec. 5. Minnesota Statutes 2012, section 125A.27, subdivision 11, is amended to read:

Subd. 11. Interagency child find systems. "Interagency child find systems" means activities
developed on an interagency basis with the involvement of interagency early intervention
committees and other relevant community groups, including primary referral sources included in
Code of Federal Regulations, title 34, section 303.303(c), using rigorous standards to actively seek
out, identify, and refer infants and young children, with, or at risk of, disabilities, and their families,
meluding—a—child to reduce the need for future services. The child find system must mandate
referrals for a child under the age of three who: (1) is invelved-in the subject of a substantiated
case of abuse or neglect, or (2) is identified as directly affected by illegal substance abuse, or
withdrawal symptoms resulting from prenatal drug exposure, to reduce the need for future services.
The referral procedures must specify that a referral must occur within seven calendar days from
the date of identification.

Sec. 6. Minnesota Statutes 2012, section 125A.27, subdivision 14, is amended to read:

Subd. 14. Parent. "Parent" means

legal-guardian;-or-surrogateparent "parent” as deﬁned by Code of Federal Regulatlons tltle 34

section 303.27, or a surrogate parent appointed in accordance with Code of Federal Regulations,
title 34, section 303.422, or United States Code, title 20, section 1439(a)(5).

Sec. 7. Minnesota Statutes 2012, section 125A.28, is amended to read:
125A.28 STATE INTERAGENCY COORDINATING COUNCIL.

An Interagency Coordinating Council of at least 17, but not more than 25 members is
established, in compliance with Public Law 108-446, section 641. The members must be appointed
by the governor and reasonably represent the population of Minnesota. Council members must
elect the councﬂ chalr Who may not be a representatlve of the Department of Education. Fhe

ativ - S TvTOtSery ratr: The council must be composed of at
least five parents, including persons of color, of chlldren with disabilities under age 12, including
at least three parents of a child with a disability under age seven, five representatives of public
or private providers of services for children with disabilities under age five, including a special
education director, county social service director, local Head Start director, and a community health
services or public health nursing administrator, one member of the senate, one member of the house
of representatives, one representative of teacher preparation programs in early childhood-special
education or other preparation programs in early childhood intervention, at least one representative
of advocacy organizations for children with disabilities under age five, one physician who cares for
young children with special health care needs, one representative each from the commissioners of
commerce, education, health, human services, a representative from the state agency responsible
for child care, foster care, mental health, homeless coordinator of education of homeless children
and youth, and a representative from Indian health services or a tribal council. Section 15.059,
subdivisions 2 to 5, apply to the council. The council must meet at least quarterly.

The council must address methods of implementing the state policy of developing and
implementing comprehensive, coordinated, multidisciplinary interagency programs of early
intervention services for children with disabilities and their families.
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The duties of the council include recommending policies to ensure a comprehensive and
coordinated system of all state and local agency services for children under age five with disabilities
and their families. The policies must address how to incorporate each agency's services into a
unified state and local system of multidisciplinary assessment practices, individual intervention
plans, comprehensive systems to find children in need of services, methods to improve public
awareness, and assistance in determining the role of interagency early intervention committees.

On the date that Minnesota Part C Annual Performance Report is submitted to the federal
Office of Special Education, the council must recommend to the governor and the commissioners
of education, health, human services, commerce, and employment and economic development
policies for a comprehensive and coordinated system.

On an annual basis, the council must prepare and submit an annual report to the governor and
the secretary of the federal Department of Education on the status of early intervention services
and programs for infants and toddlers with disabilities and their families under the Individuals with
Disabilities Education Act, United States Code, title 20, sections 1471 to 1485 (Part C, Public Law
102-119), as operated in Minnesota. The Minnesota Part C annual performance report may serve as
the report.

Notwithstanding any other law to the contrary, the State Interagency Coordinating Council
expiresonJune30;,20+4 does not expire unless federal law no longer requires the existence of the
council or committee.

Sec. 8. Minnesota Statutes 2012, section 125A.29, is amended to read:
125A.29 RESPONSIBILITIES OF COUNTY BOARDS AND SCHOOL BOARDS.

(a) It is the joint responsibility of county boards and school boards to coordinate, provide, and
pay for appropriate services, and to facilitate payment for services from public and private sources.
Appropriate services for children eligible under section 125A.02 must be determined in consultation
with parents, physicians, and other educational, medical, health, and human services providers. The
services provided must be in conformity with:

(1) an IFSP for each eligible infant and toddler from birth through age two and the infant's or
toddler's family including:

(1) American Indian infants and toddlers with disabilities and their families residing on a
reservation geographically located in the state;

(i1) infants and toddlers with disabilities who are homeless children and their families; and
(ii1) infants and toddlers with disabilities who are wards of the state; or

(2) an individualized education program (IEP) or individual service plan (ISP) for each eligible
child ages three through four.
(b)) A priate early intervention services include famityeducatiomandcounseting; home-visits;

ppro
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services provied in conformity with an IFSP that are
designed to meet the special developmental needs of an eligible child and the needs of the child's
family related to enhancing the child's development and that are selected in collaboration with the
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parent. These services include core early intervention services and additional early intervention
services listed in this section and infant and toddler intervention services defined under United
States Code, title 20, sections 1431 to 1444, and Code of Federal Regulations, title 34, section

303, 1nclud1ng service coordlnatlon under section 125A 33—med-rca-l—serv1ces—for—d-ragnost-rrand

(c) School and county boards shall coordinate early intervention services. In the absence of
agreements established according to section 125A.39, service responsibilities for children birth
through age two are as follows:

(1) school boards must provide, pay for, and facilitate payment for special education and related
services required under sections 125A.03 and 125A.06;

(2) county boards must provide, pay for, and facilitate payment for noneducational services of
social work, psychology, transportation and related costs, nursing, respite, and nutrition services not
required under clause (1).

(d) School and county boards may develop an interagency agreement according to section
125A.39 to establish agency responsibility that assures early intervention services are coordinated,
provided, paid for, and that payment is facilitated from public and private sources.

(e) County and school boards must jointly determine the primary agency in this cooperative
effort and must notify the commissioner of the state lead agency of their decision.

Sec. 9. Minnesota Statutes 2012, section 125A.30, is amended to read:
125A.30 INTERAGENCY EARLY INTERVENTION COMMITTEES.

(a) A school district, group of districts, or special education cooperative, in cooperation with
the health and human service agencies located in the county or counties in which the district or
cooperative is located, must establish an Interagency Early Intervention Committee for children with
disabilities under age five and their families under this section, and for children with disabilities ages
three to 22 consistent with the requirements under sections 125A.023 and 125A.027. Committees
must include representatives of local health, education, and county human service agencies, county
boards, school boards, early childhood family education programs, Head Start, parents of young
children with disabilities under age 12, child care resource and referral agencies, school readiness
programs, current service providers, and may also include representatives from other private or
public agencies and school nurses. The committee must elect a chair from among its members and
must meet at least quarterly.

(b) The committee must develop and implement interagency policies and procedures concerning
the following ongoing duties:

(1) develop public awareness systems designed to inform potential recipient families, especially
parents with premature infants, or infants with other physical risk factors associated with learning
or development complications, of available programs and services;

(2) to reduce families' need for future services, and especially parents with premature infants,
or infants with other physical risk factors associated with learning or development complications,
implement interagency child find systems designed to actively seek out, identify, and refer infants
and young children with, or at risk of, disabilities, including a child under the age of three who: (i)
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is involved-in the subject of a substantiated case of abuse or neglect or (ii) is identified as directly
affected by illegal substance abuse, or withdrawal symptoms resulting from prenatal drug exposure;

(3) establish and evaluate the identification, referral, ehttd screening, evaluation, child- and
family-directed assessment systems, procedural safeguard process, and community learning systems
to recommend, where necessary, alterations and improvements;

(4) assure the development of individualized family service plans for all eligible infants
and toddlers with disabilities from birth through age two, and their families, and individualized
education programs and individual service plans when necessary to appropriately serve children
with disabilities, age three and older, and their families and recommend assignment of financial
responsibilities to the appropriate agencies;

(5) implement a process for assuring that services involve cooperating agencies at all steps
leading to individualized programs;

(6) facilitate the development of a transitiomral transition plan if-a—serviceprovider-—ts—twot
recommended-to-contintue-to-provideservices in the individual family service plan by the time a

child is two years and nine months old;

(7) identify the current services and funding being provided within the community for children
with disabilities under age five and their families;

(8) develop a plan for the allocation and expenditure of addittonal—state—and federal early
intervention funds under United States Code, title 20, section 1471 et seq. (Part C, Public Law
108-446) and United States Code, title 20, section 631, et seq. (Chapter I, Public Law 89-313); and

(9) develop a policy that is consistent with section 13.05, subdivision 9, and federal law to enable
a member of an interagency early intervention committee to allow another member access to data
classified as not public.

(c) The local committee shall also:

b participate in needs assessments and program planning activities conducted by local social
service, health and education agencies for young children with disabilities and their families;-and.

Sec. 10. Minnesota Statutes 2012, section 125A.32, is amended to read:
125A.32 INDIVIDUALIZED FAMILY SERVICE PLAN (IFSP).

(a) A team must participate in IFSP meetings to develop the [FSP. The team shall include:
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(1) a parent or parents of the child, as defined in Code of Federal Regulations, title 34, section
303.27;

(2) other family members, as requested by the parent, if feasible to do so;
(3) an advocate or person outside of the family, if the parent requests that the person participate;

(4) the service coordinator who has been working with the family since the initial referral, or
who has been designated by the public agency to be responsible for implementation of the IFSP and
coordination with other agencies including transition services; and

(5) a person or persons involved in conducting evaluations and assessments:; and

(6) as appropriate, persons who will be providing early intervention services under the plan to
the child or family.

(b) The IFSP must include:

(1) information about the child's developmental status;
(2) family information, with the consent of the family;

(3) measurable results or major outcomes expected to be achieved by the child with the family's
assistance, that include developmentally appropriate preliteracy and language skills for the child,
and the criteria, procedures, and timelines;

(4) specific early intervention services based on peer-reviewed research, to the extent practicable,
necessary to meet the unique needs of the child and the family to achieve the outcomes;

(5) payment arrangements, if any;

(6) medical and other services that the child needs, but that are not required under the Individual
with Disabilities Education Act, United States Code, title 20, section 1471 et seq. (Part C, Public
Law 108-446) including funding sources to be used in paying for those services and the steps that
will be taken to secure those services through public or private sources;

(7) dates and duration of early intervention services;
(8) name of the service coordinator;

(9) steps to be taken to support a child's transition from early infant and toddler intervention
services to other appropriate services, including convening a transition conference at least 90 days
or, at the discretion of all parties, not more than nine months before the child is eligible for preschool
services; and

(10) stgnature-of the-parentand authorized signatures of the agencies responsible for providing,
paying for, or facilitating payment, or any combination of these, for early infant and toddler

intervention services.

Sec. 11. Minnesota Statutes 2012, section 125A.33, is amended to read:
125A.33 SERVICE COORDINATION.

(a) The team responsible for the initial evaluation and the child- and family-directed assessment
and for developing the IFSP under section 125A.32, if appropriate, must select a service coordinator
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to carry out service coordination activities on an interagency basis. Service coordination must
actively promote a family's capacity and competency to identify, obtain, coordinate, monitor, and
evaluate resources and services to meet the family's needs. Service coordination activities include:

(1) coordinating the performance of evaluations and assessments;

(2) facilitating and participating in the development, review, and evaluation of individualized
family service plans;

(3) assisting families in identifying available service providers;
(4) coordinating and monitoring the delivery of available services;
(5) informing families of the availability of advocacy services;
(6) coordinating with medical, health, and other service providers;

(7) facilitating the development of a transition plan to preschool, school, or if appropriate, to
other services, at least 90 days before the time the child is no longer eligible for eatly infant and
toddler intervention services or, at the discretion of all parties, not more than nine months prior to

the child's ehigibttityforpreschoolserviees third birthday, if appropriate;

(8) managing the early intervention record and submitting additional information to the local
primary agency at the time of periodic review and annual evaluations; and

(9) notifying a local primary agency when disputes between agencies impact service delivery
required by an IFSP.

(b) A service coordinator must be knowledgeable about children and families receiving services
under this section, requirements of state and federal law, and services available in the interagency
early childhood intervention system. The IFSP must include the name of the services coordinator
from the profession most relevant to the child's or family's needs or who is otherwise qualified to
carry out all applicable responsibilities under the Individuals with Disabilities Education Act, United
States Code, title 20, sections 1471 to 1485 (Part C, Public Law 102-119), who will be responsible
for implementing the early intervention services identified in the child's IFSP, including transition
services, and coordination with other agencies and persons.

Sec. 12. Minnesota Statutes 2012, section 125A.35, subdivision 1, is amended to read:

Subdivision 1. Lead agency; allocation of resources. The state lead agency must administer the
early intervention account that consists of federal allocations. The Part C state plan must state the
amount of federal resources in the early intervention account available for use by local agencies. The
state lead agency must distribute the funds to the local primary agency designated by an Interagency
Early Intervention Committee based on a formula that includes a December 1 count of the prior year
of Part C eligible children for the following purposes:

(1) as provided in Code of Federal Regulations, title 34, part 363425 303.430, to arrange for
payment for early intervention services not elsewhere available, or to pay for services during the
pendency of a conflict procedure, including mediation, complaints, due process hearings, and
interagency disputes; and

(2) to support interagency child find system activities.
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Sec. 13. Minnesota Statutes 2012, section 125A.36, is amended to read:
125A.36 PAYMENT FOR SERVICES.

Core early intervention services must be provided at public expense with no cost to parents.
Parents must be requested to assist in the cost of additional early intervention services by using
third-party payment sources and-applyingforavailableresources. Payment structures permitted
under state law must be used to pay for additional early intervention services. Parental financial
responsibility must be clearly defined in the IFSP. A parent's inability to pay must not prohibit a
child from receiving needed early intervention services.

Sec. 14. Minnesota Statutes 2012, section 125A.43, is amended to read:
125A.43 MEDIATION PROCEDURE.

(a) The commissioner, or the commissioner's designee, of the state lead agency must use federal
funds to provide mediation for the activities in paragraphs (b) and (c).

(b) A parent may resolve a dispute regarding issues in section 125A.42, paragraph (b), clause (5),
through mediation. If the parent chooses mediation, mediation must be voluntary on the part of the
parties. The parent and the public agencies must complete the mediation process within 30 calendar
days of the date the Officeof Pispute Resotutiort Department of Education receives a parent's written
request for mediation unless a district declines mediation. The mediation process may not be used
to delay a parent's right to a due process hearing. The resotutionof-the written, signed mediation
agreement is not binding on anyparty both parties and is enforceable in any state court of competent
jurisdiction or in a district court of the United States.

(c) Resolution of a dispute through mediation, or other form of alternative dispute resolution, is
not limited to formal disputes arising from the objection of a parent or guardian and is not limited
to the period following a request for a due process hearing.

(d) The commissioner shall provide training and resources to school districts to facilitate early
identification of disputes and access to mediation.

(e) The local primary agency may request mediation on behalf of involved agencies when there
are disputes between agencies regarding responsibilities to coordinate, provide, pay for, or facilitate
payment for early intervention services.

Sec. 15. RULEMAKING AUTHORITY.

The commissioner of education shall amend Minnesota Rules related to the provision of special
education under Part C of the Individuals with Disabilities Education Act using the expedited
rulemaking process in Minnesota Statutes, section 14.389. The commissioner shall amend rules in
response to new federal regulations in Code of Federal Regulations, title 34, part 303, including
definitions of and procedures related to evaluation and assessment, including assessment of the
child and family, initial evaluation and assessment, native language, the use of informed clinical
opinion as an independent basis to establish eligibility, and transition of a toddler from Part C
consistent with Code of Federal Regulations, title 34, sections 303.24, 303.25, and 303.321.

Sec. 16. REPEALER.

Minnesota Statutes 2012, section 125A.35, subdivisions 4 and 5, are repealed.
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ARTICLE 6
FACILITIES AND TECHNOLOGY
Section 1. Minnesota Statutes 2012, section 124D.095, subdivision 10, is amended to read:

Subd. 10. Online and Digital Learning Advisory Council. (a) An Online and Digital
Learning Advisory Council is established. The term for each council member shall be three
years. The advisory council is composed of 12 14 members from throughout the state who have
demonstrated experience with or interest in online learning. Two members of the council must
represent technology business. The remaining membership must represent the following interests:

(1) superintendents;

(2) special education specialists;

(3) technology directors;

(4) teachers;

(5) rural, urban, and suburban school districts;

(6) supplemental programs;

(7) full-time programs;

(8) consortia;

(9) charter schools;

(10) Board of Teaching-approved teacher preparation programs; and

(11) parents.
The members of the council shall be appointed by the commissioner.

(b) The advisory council shall bring to the attention of the commissioner and the legislature any
matters related to online and digital learning and. The advisory council shall provide input to the
department and the legislature in online learning matters related, but not restricted, to:

(1) quality assurance;

(2) teacher qualifications;

(3) program approval;

(4) special education;

(5) attendance;

(6) program design and requirements; and

(7) fair and equal access to programs.

o) By June—36,2613; (c) The Ontine—tearning advisory council with the support of the

Minnesota Department of Education and the Minnesota Learning Commons shall:
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(1) oversee the development and maintenance of a catalog of publicly available digital learning
content currently aligned to Minnesota academic standards to include:

(i) indexing of Minnesota academic standards with which curriculum is aligned;
(i1) a method for student and teacher users to provide evaluative feedback; and
(iii) a plan for ongoing maintenance; and

(2) recommend methods for including student performance data on the digital learning content
within the catalog.

(d) The advisory council shall also consider and provide input to the department and legislature
on digital learning matters including, but not limited to:

(1) methods to maximize the effectiveness of technology and related instructional strategies in
teaching and learning to improve student outcomes and identify methods for measuring the impact
of using various forms of digital learning in and outside of the classroom,;

(2) the effective use of technology to advance a student's ability to learn 21st century skills
and knowledge and to involve parents in an education system that is more transparent in terms of
outcomes and processes by providing toolkits to help parents, students, and schools make good
decisions in the environment of choice;

(3) the use of technology for schools to personalize or differentiate learning to the needs, abilities,
and learning styles of each student and guide them towards greater ownership of their learning, so
that all students are digital learners and have access to high-quality digital curriculum in every class
and level;

(4) methods to prepare current and future educators, education leaders, and staff, to provide
professional development and collaboration around best practices to use, and to evaluate the
effectiveness of digital tools and instructional strategies to personalize or differentiate education
and focus on competency-based learning and advancement, so that all teachers have a digital
presence and use high-quality digital curriculum;

(5) methods to support collaborative efforts to leverage resources among districts or at regional
levels to provide digital resources, content, and curriculum;

(6) the barriers to improving the use of technology in the classroom, and methods to ensure that
each student has access to a digital device and high-speed Internet at school and at home; and

(7) the current disparities in digital education across the state.

(e) The advisory council shall make policy recommendations to the commissioner and
committees of the legislature having jurisdiction over kindergarten through grade 12 education
annually by December 15 of each year, including implementation plans based on recommendations
from previous councils and task forces related to online and digital learning.

o) (f) The Online and Digital Learning Advisory Council under this subdivision expires June
30, 2643 2016.

Sec. 2. SCHOOL FACILITIES FINANCING WORK GROUP.
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The commissioner of education must convene a working group to develop recommendations for
reforming the financing of prekindergarten through grade 12 education facilities to create adequate,
equitable, and sustainable financing of public school facilities throughout the state. Membership
on the working group must include representatives of school superintendents, business managers,
school facilities directors, and school boards. The scope of the working group recommendations
must include funding options for facilities projects currently financed with debt service, alternative
facilities, deferred maintenance, health and safety, building lease, and operating capital revenues.
The commissioner, on behalf of the working group, must submit a report to the chairs and ranking
minority members of the legislative committees and divisions with primary jurisdiction over
kindergarten through grade 12 education finance by February 1, 2014, recommending how best to
allocate funds for school facilities.

ARTICLE 7

LIBRARIES
Section 1. Minnesota Statutes 2012, section 134.32, is amended to read:
134.32 GRANT AUTHORIZATION; TYPES OF GRANTS AND AID.

Subdivision 1. Provision of grants. The department shall provide the grants and aid specified
in this section from any available state, federal, or other funds.

Subd. 3. Regional library basic system support grants aid. It shall provide regional library
basic system support grants aid to regional public library systems which meet the requirements of
section 134.34, to assist those systems in providing basic system services.

Subd. 4. Special project grants. It may provide special project grants to assist innovative and
experimental library programs including, but not limited to, special services for American Indians
and the Spanish-speaking, delivery of library materials to homebound persons, other extensions of
library services to persons without access to libraries and projects to strengthen and improve library
services.

Subd. 5. Interlibrary exchange grants. It may provide grants for interlibrary exchange of
books, periodicals, resource material, reference information and the expenses incident to the
sharing of library resources and materials, including planning, development and operating grants
to multicounty, multitype library systems.

Subd. 6. Library service grants. It may provide grants for the improvement of library services
at welfare and corrections institutions and for library service for the blind and physically disabled.

Subd. 7. Construction or remodeling grants. It may provide grants for construction or
remodeling of library facilities from any state and federal funds specifically appropriated for this

purpose.

Subd. 8. Rulemaking. (a) The commissioner shall promulgate rules consistent with sections
134.32 to 134.355 governing:

(1) applications for these grants and aid;

(2) computation formulas for determining the amounts of establishment grants and regional
library basic system support grants aid; and
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(3) eligibility criteria for grants and aid.

(b) To the extent allowed under federal law, a construction grant applicant, in addition to the
points received under Minnesota Rules, part 3530.2632, shall receive an additional five points if
the construction grant is for a project combining public library services and school district library
services at a single location.

Sec. 2. Minnesota Statutes 2012, section 134.34, is amended to read:

134.34 REGIONAL LIBRARY BASIC SYSTEM SUPPORT GRANTS AID;
REQUIREMENTS.

Subdivision 1. Local support levels. (a) A-Regional library basic system support grant aid shall
be made provided to any regional public library system where there are at least three participating
counties and where each participating city and county is providing for public library service support
the lesser of (a) an amount equivalent to .82 percent of the average of the adjusted net tax capacity
of the taxable property of that city or county, as determined by the commissioner of revenue for
the second, third, and fourth year preceding that calendar year or (b) a per capita amount calculated
under the provisions of this subdivision. The per capita amount is established for calendar year 1993
as $7.62. In succeeding calendar years, the per capita amount shall be increased by a percentage
equal to one-half of the percentage by which the total state adjusted net tax capacity of property
as determined by the commissioner of revenue for the second year preceding that calendar year
increases over that total adjusted net tax capacity for the third year preceding that calendar year.

(b) The minimum level of support specified under this subdivision or subdivision 4 shall be
certified annually to the participating cities and counties by the Department of Education. If a city
or county chooses to reduce its local support in accordance with subdivision 4, paragraph (b) or
(c), it shall notify its regional public library system. The regional public library system shall notify
the Department of Education that a revised certification is required. The revised minimum level of
support shall be certified to the city or county by the Department of Education.

(c) A city which is a part of a regional public library system shall not be required to provide this
level of support if the property of that city is already taxable by the county for the support of that
regional public library system. In no event shall the Department of Education require any city or
county to provide a higher level of support than the level of support specified in this section in order
for a system to qualify for aregional library basic system support grant aid. This section shall not
be construed to prohibit a city or county from providing a higher level of support for public libraries
than the level of support specified in this section.

Subd. 3. Regional designation. Regional library basic system support grants aid shall be made
provided only to those regional public library systems officially designated by the commissioner
of education as the appropriate agency to strengthen, improve and promote public library services
in the participating areas. The commissioner of education shall designate no more than one such
regional public library system located entirely within any single development region existing under
sections 462.381 to 462.398 or chapter 473.

Subd. 4. Limitation. (a) For calendar year 2010 and later, atregional library basic system support
grant aid shall not be made provided to a regional public library system for a participating city or
county which decreases the dollar amount provided for support for operating purposes of public
library service below the amount provided by it for the second, or third preceding year, whichever is
less. For purposes of this subdivision and subdivision 1, any funds provided under section 473.757,
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subdivision 2, for extending library hours of operation shall not be considered amounts provided by
a city or county for support for operating purposes of public library service. This subdivision shall
not apply to participating cities or counties where the adjusted net tax capacity of that city or county
has decreased, if the dollar amount of the reduction in support is not greater than the dollar amount
by which support would be decreased if the reduction in support were made in direct proportion to
the decrease in adjusted net tax capacity.

(b) For calendar year 2009 and later, in any calendar year in which a city's or county's aid under
sections 477A.011 to 477A.014 or credit reimbursement under section 273.1384 is reduced after the
city or county has certified its levy payable in that year, it may reduce its local support by the lesser
of:

(1) ten percent; or

(2) a percent equal to the ratio of the aid and credit reimbursement reductions to the city's
or county's revenue base, based on aids certified for the current calendar year. For calendar year
2009 only, the reduction under this paragraph shall be based on 2008 aid and credit reimbursement
reductions under the December 2008 unallotment, as well as any aid and credit reimbursement
reductions in calendar year 2009. For pay 2009 only, the commissioner of revenue will calculate the
reductions under this paragraph and certify them to the commissioner of education within 15 days
of May 17, 2009.

(c) For taxes payable in 2010 and later, in any payable year in which the total amounts certified
for city or county aids under sections 477A.011 to 477A.014 are less than the total amounts paid
under those sections in the previous calendar year, a city or county may reduce its local support by
the lesser of:

(1) ten percent; or
(2) a percent equal to the ratio of:

(1) the difference between (A) the sum of the aid it was paid under sections 477A.011 to 477A.014
and the credit reimbursement it received under section 273.1384 in the previous calendar year and
(B) the sum of the aid it is certified to be paid in the current calendar year under sections 477A.011
to 477A.014 and the credit reimbursement estimated to be paid under section 273.1384; to

(i1) its revenue base for the previous year, based on aids actually paid in the previous calendar
year. The commissioner of revenue shall calculate the percent aid cut for each county and city under
this paragraph and certify the percentage cuts to the commissioner of education by August 1 of
the year prior to the year in which the reduced aids and credit reimbursements are to be paid. The
percentage of reduction related to reductions to credit reimbursements under section 273.1384 shall
be based on the best estimation available as of July 30.

(d) Notwithstanding paragraph (a), (b), or (c), no city or county shall reduce its support for public
libraries below the minimum level specified in subdivision 1.

(e) For purposes of this subdivision, "revenue base" means the sum of:

(1) its levy for taxes payable in the current calendar year, including the levy on the fiscal
disparities distribution under section 276A.06, subdivision 3, paragraph (a), or 473F.08, subdivision
3, paragraph (a);
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(2) its aid under sections 477A.011 to 477A.014 in the current calendar year; and
(3) its taconite aid in the current calendar year under sections 298.28 and 298.282.

Subd. 7. Proposed budget. In addition to the annual report required in section 134.13, a regional
public system that receives a basic system support grant aid under this section must provide each
participating county and city with its proposed budget for the next year.

Sec. 3. Minnesota Statutes 2012, section 134.351, subdivision 3, is amended to read:

Subd. 3. Agreement. In order for a multicounty, multitype library system to qualify for a
planning, development or operating grant aid pursuant to sections 134.353 and 134.354, each
participating library in the system shall adopt an organizational agreement providing for the
following:

(a) Sharing of resources among all participating libraries;

(b) Long-range planning for cooperative programs;

(c) The development of a delivery system for services and programs;

(d) The development of a bibliographic database; and

(e) A communications system among all cooperating libraries.

Sec. 4. Minnesota Statutes 2012, section 134.351, subdivision 7, is amended to read:

Subd. 7. Reports. Each multicounty, multitype system receiving a-grant aid pursuant to section
134.353 or 134.354 shall provide an annual progress report to the Department of Education.

Sec. 5. Minnesota Statutes 2012, section 134.353, is amended to read:

134.353 MULTICOUNTY, MULTITYPE LIBRARY SYSTEM DEVELOPMENT
GRANT AID.

The commissioner of education may provide development grants aid to multicounty, multitype
library systems. In awarding a development grant aid, the commissioner shall consider the extra
costs incurred in systems located in sparsely populated and large geographic regions.

Sec. 6. Minnesota Statutes 2012, section 134.354, is amended to read:

134.354 MULTICOUNTY, MULTITYPE LIBRARY SYSTEM OPERATING GRANT
AlID.

The commissioner of education may provide operating grants aid to multicounty, multitype
library systems. In awarding an operating grant aid, the commissioner shall consider the extra costs
incurred in systems located in sparsely populated and large geographic areas.

Sec. 7. Minnesota Statutes 2012, section 134.355, subdivision 1, is amended to read:

Subdivision 1. Appropriations. Basic system support grants aid and regional library
telecommunications aid provide the appropriations for the basic regional library system.

Sec. 8. Minnesota Statutes 2012, section 134.355, subdivision 2, is amended to read:
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Subd. 2. Grant application. Any regional public library system which qualifies according to
the provisions of section 134.34 may apply for amannual-grant aid for regional library basic system
support. Regional public library districts under section 134.201 may not compensate board members
using grant aid funds. The amount of each—grant aid for each fiscal year shall be calculated as
provided in this section.

Sec. 9. Minnesota Statutes 2012, section 134.355, subdivision 3, is amended to read:

Subd. 3. Per capita distribution. Fifty-seven and one-half percent of the available grant aid
funds shall be distributed to provide all qualifying systems an equal amount per capita. Each system's
allocation pursuant to this subdivision shall be based on the population it serves.

Sec. 10. Minnesota Statutes 2012, section 134.355, subdivision 4, is amended to read:

Subd. 4. Per square mile distribution. Twelve and one-half percent of the available grant aid
funds shall be distributed to provide all qualifying systems an equal amount per square mile. Each
system's allocation pursuant to this subdivision shall be based on the area it serves.

Sec. 11. Minnesota Statutes 2012, section 134.355, subdivision 5, is amended to read:

Subd. 5. Base grant aid distribution. Five percent of the available grant aid funds shall be paid
to each system as a-base grant aid for basic system services.

Sec. 12. Minnesota Statutes 2012, section 134.355, subdivision 6, is amended to read:

Subd. 6. Adjusted net tax capacity per capita distribution. Twenty-five percent of the
available grant aid funds shall be distributed to regional public library systems based upon the
adjusted net tax capacity per capita for each member county or participating portion of a county as
calculated for the second year preceding the fiscal year for which the-grant aid is made provided.
Each system's entitlement shall be calculated as follows: o

(a) Multiply the adjusted net tax capacity per capita for each county or participating portion of
a county by .0082.

(b) Add sufficient grant aid funds that are available under this subdivision to raise the amount
of the county or participating portion of a county with the lowest value calculated according to
paragraph (a) to the amount of the county or participating portion of a county with the next highest
value calculated according to paragraph (a). Multiply the amount of the additional grant aid funds
by the population of the county or participating portion of a county. o

(c) Continue the process described in paragraph (b) by adding sufficient grant aid funds that
are available under this subdivision to the amount of a county or participating portion of a county
with the next highest value calculated in paragraph (a) to raise it and the amount of counties and
participating portions of counties with lower values calculated in paragraph (a) up to the amount of
the county or participating portion of a county with the next highest value, until reaching an amount
where funds available under this subdivision are no longer sufficient to raise the amount of a county
or participating portion of a county and the amount of counties and participating portions of counties
with lower values up to the amount of the next highest county or participating portion of a county.

(d) If the point is reached using the process in paragraphs (b) and (c) at which the remaining grant
aid funds under this subdivision are not adequate for raising the amount of a county or participating
portion of a county and all counties and participating portions of counties with amounts of lower
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value to the amount of the county or participating portion of a county with the next highest value,
those funds are to be divided on a per capita basis for all counties or participating portions of counties
that received grant aid funds under the calculation in paragraphs (b) and (c).

Sec. 13. Minnesota Statutes 2012, section 134.36, is amended to read:
134.36 RULES.

The commissioner of education shall promulgate rules as necessary for implementation of library
grant and aid programs.

Sec. 14. REVISOR'S INSTRUCTION.

In Minnesota Statutes and Minnesota Rules, the revisor of statutes shall substitute the term
"Division of State Library Services" for "Library Development and Services," "Office of Library
Development and Services," or "LDS" where "LDS" stands for "Library Development and
Services." The revisor shall also make grammatical changes related to the changes in terms.

ARTICLE 8

EARLY CHILDHOOD EDUCATION, SELF-SUFFICIENCY, AND LIFELONG
LEARNING

Section 1. Minnesota Statutes 2012, section 124D.52, is amended by adding a subdivision to
read:

Subd. 8. Standard high school diploma for adults. (a) The commissioner shall adopt rules for
providing a standard adult high school diploma to persons who:

(1) are not eligible for kindergarten through grade 12 services;

(2) do not have a high school diploma; and

(3) successfully complete an adult basic education program of instruction approved by the
commissioner of education necessary to earn an adult high school diploma.

(b) Persons participating in an approved adult basic education program of instruction must
demonstrate proficiency in a standard set of competencies that reflect the knowledge and skills
sufficient to ensure that postsecondary programs and institutions and potential employers regard
persons with a standard high school diploma and persons with a standard adult high school diploma
as equally well prepared and qualified graduates. Approved adult basic education programs of
instruction under this subdivision must issue a standard adult high school diploma to persons who
successfully demonstrate proficiency in the competencies, knowledge, and skills required by the
program.

EFFECTIVE DATE. This section is effective July 1, 2014.

Sec. 2. Laws 2011, First Special Session chapter 11, article 7, section 2, subdivision 8, as
amended by Laws 2012, chapter 239, article 3, section 4, is amended to read:

Subd. 8. Early childhood education scholarships. For grants to early childhood education
scholarships for public or private early childhood preschool programs for children ages 3 to 5:

$ 2,000,000 ... 2013
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(a) All children whose parents or legal guardians meet the eligibility requirements of paragraph
(b) established by the commissioner are eligible to receive early childhood education scholarships
under this section.

(b) A parent or legal guardian is eligible for an early childhood education scholarship if the
parent or legal guardian:

(1) has a child three or four years of age on September 1, beginning in calendar year 2012; and

(2)(1) has income equal to or less than 47 percent of the state median income in the current
calendar year; or

(i1) can document their child's identification through another public funding eligibility process,
including the Free and Reduced Price Lunch Program, National School Lunch Act, United States
Code, title 42, section 1751, part 210; Head Start under federal Improving Head Start for School
Readiness Act of 2007; Minnesota family investment program under chapter 256J; and child care
assistance programs under chapter 119B. Early childhood scholarships may not be counted as earned
income for the purposes of medical assistance, MinnesotaCare, MFIP, child care assistance, or Head
Start programs.

Each year, if this appropriation is insufficient to provide early childhood education scholarships
to all eligible children, the Department of Education shall make scholarships available on a
first-come, first-served basis.

The commissioner of education shall submit a written report to the education committees of the
legislature by January 15, 2012, describing its plan for implementation of scholarships under this
subdivision for the 2012-2013 school year.

Any balance in the first year does not cancel but is available in the second year.
The base for this program is $3,000,000 each year.
Sec. 3. STANDARD ADULT HIGH SCHOOL DIPLOMA ADVISORY TASK FORCE.

Subdivision 1. Establishment. The commissioner of education shall appoint a nine-member
advisory task force to recommend programmatic requirements for adult basic education programs
of instruction leading to a standard adult high school diploma under Minnesota Statutes, section
124D.52, subdivision 8.

Subd. 2. Membership. The commissioner of education must appoint representatives from the
following organizations to the task force by July 1, 2013:

(1) one employee of the Department of Education with expertise in adult basic education;

(2) five administrators and secondary teachers with expertise in development of education
curriculum from local adult basic education programs located in rural, suburban, and urban areas
of the state, at least one of whom represents the Literacy Action network;

(3) one employee of the Minnesota State Colleges and Universities with expertise in adult basic
education;

(4) one employee of the Department of Employment and Economic Development with expertise
in adult basic education and employment; and
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(5) one member of the Minnesota Chamber of Commerce familiar with adult basic education
programs under Minnesota Statutes, section 124D.52.

Subd. 3. Duties. The duties of the task force shall include:

(1) reviewing "Minnesota Adult Secondary Credential: a Student Strategy for Workforce
Readiness and Individual Prosperity," a report submitted in 2012 by the Minnesota Adult Secondary
Task Force, and other relevant materials; and

(2) developing specific criteria to be used in awarding the new adult diploma.

Subd. 4. First meeting. The commissioner of education must convene the first meeting of the
task force by August 1, 2013.

Subd. 5. Chair. The commissioner shall appoint a chair.

Subd. 6. Compensation. Task force members are not eligible for compensation or
reimbursement for expenses related to task force activities.

Subd. 7. Assistance. The commissioner, upon request, must provide technical assistance to task
force members.

Subd. 8. Report. By February 1, 2014, the task force must submit its recommendations to the
commissioner of education for providing a standard adult high school diploma to persons who are
not eligible for kindergarten through grade 12 services, who do not have a high school diploma, and
who successfully complete an approved adult basic education program of instruction necessary to
earn an adult high school diploma. The commissioner must consider these recommendations when
adopting rules under Minnesota Statutes, section 124D.52, subdivision §.

Subd. 9. Sunset. The task force sunsets the day after submitting its report under subdivision 8,
or February 2, 2014, whichever is earlier.

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

Delete the title and insert:

"A bill for an act relating to education; modifying policies for early childhood through grade
12 education; including general education student accountability, education excellence, charter
schools, special programs, technology, libraries, and early childhood education, self-sufficiency,
and lifelong learning; amending Minnesota Statutes 2012, sections 15.059, subdivision 5b;
120A.41; 120B.021, subdivision 1; 120B.023; 120B.024; 120B.15; 120B.31, subdivision 1;
122A.09, subdivision 4; 122A.18, subdivision 2; 122A.23, subdivision 2; 122A.28, subdivision 1;
123B.88, subdivision 22; 123B.92, subdivision 1; 124D.095, subdivision 10; 124D.10; 124D.122;
124D.52, by adding a subdivision; 124D.79, subdivision 1, by adding a subdivision; 125A.0941;
125A.0942; 125A.27, subdivisions 8, 11, 14; 125A.28; 125A.29; 125A.30; 125A.32; 125A.33;
125A.35, subdivision 1; 125A.36; 125A.43; 126C.10, subdivision 14; 126C.15, subdivision 2;
134.32; 134.34; 134.351, subdivisions 3, 7; 134.353; 134.354; 134.355, subdivisions 1,2, 3,4, 5, 6;
134.36; 260A.02, subdivision 3; 260A.03; 260A.05, subdivision 1; 260A.07, subdivision 1; Laws
2011, First Special Session chapter 11, article 7, section 2, subdivision 8, as amended; proposing
coding for new law in Minnesota Statutes, chapters 120A; 120B; 124D; repealing Minnesota
Statutes 2012, section 125A.35, subdivisions 4, 5; Minnesota Rules, parts 3501.0505; 3501.0510;
3501.0515; 3501.0520; 3501.0525; 3501.0530; 3501.0535; 3501.0540; 3501.0545; 3501.0550."
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And when so amended the bill be reported to the Senate without recommendation. Amendments
adopted. Report adopted.

Senator Bakk, from the Committee on Rules and Administration, to which was referred

H.F. No. 760 for comparison with companion Senate File, reports the following House File was
found not identical with companion Senate File as follows:

GENERAL ORDERS CONSENT CALENDAR CALENDAR
H.F. No. S.F. No. H.F. No. S.F. No. H.F. No. S.F. No.
760 655

Pursuant to Rule 45, the Committee on Rules and Administration recommends that H.F. No. 760
be amended as follows:

Delete all the language after the enacting clause of H.F. No. 760, the first engrossment; and insert
the language after the enacting clause of S.F. No. 655, the first engrossment; further, delete the title
of H.F. No. 760, the first engrossment; and insert the title of S.F. No. 655, the first engrossment.

And when so amended H.F. No. 760 will be identical to S.F. No. 655, and further recommends
that H.F. No. 760 be given its second reading and substituted for S.F. No. 655, and that the Senate
File be indefinitely postponed.

Pursuant to Rule 45, this report was prepared and submitted by the Secretary of the Senate on
behalf of the Committee on Rules and Administration. Amendments adopted. Report adopted.

Senator Bakk, from the Committee on Rules and Administration, to which was referred

H.F. No. 1233 for comparison with companion Senate File, reports the following House File
was found not identical with companion Senate File as follows:

GENERAL ORDERS CONSENT CALENDAR CALENDAR
H.F. No. S.F. No. H.F. No. S.F. No. H.F. No. S.F. No.
1233 1034

Pursuant to Rule 45, the Committee on Rules and Administration recommends that H.F. No.
1233 be amended as follows:

Delete all the language after the enacting clause of H.F. No. 1233, the third engrossment; and
insert the language after the enacting clause of S.F. No. 1034, the second engrossment; further, delete
the title of H.F. No. 1233, the third engrossment; and insert the title of S.F. No. 1034, the second
engrossment.

And when so amended H.F. No. 1233 will be identical to S.F. No. 1034, and further recommends
that H.F. No. 1233 be given its second reading and substituted for S.F. No. 1034, and that the Senate
File be indefinitely postponed.

Pursuant to Rule 45, this report was prepared and submitted by the Secretary of the Senate on
behalf of the Committee on Rules and Administration. Amendments adopted. Report adopted.
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Senator Bakk, from the Committee on Rules and Administration, to which was referred

H.F. No. 630 for comparison with companion Senate File, reports the following House File was
found not identical with companion Senate File as follows:

GENERAL ORDERS CONSENT CALENDAR CALENDAR
H.F. No. S.F. No. H.F. No. S.F. No. H.F. No. S.F. No.
630 453

Pursuant to Rule 45, the Committee on Rules and Administration recommends that H.F. No. 630
be amended as follows:

Delete all the language after the enacting clause of H.F. No. 630, the third engrossment; and
insert the language after the enacting clause of S.F. No. 453, the first engrossment; further, delete the
title of H.F. No. 630, the third engrossment; and insert the title of S.F. No. 453, the first engrossment.

And when so amended H.F. No. 630 will be identical to S.F. No. 453, and further recommends
that H.F. No. 630 be given its second reading and substituted for S.F. No. 453, and that the Senate
File be indefinitely postponed.

Pursuant to Rule 45, this report was prepared and submitted by the Secretary of the Senate on
behalf of the Committee on Rules and Administration. Amendments adopted. Report adopted.

SECOND READING OF SENATE BILLS
S.F. Nos. 723, 767 and 978 were read the second time.

SECOND READING OF HOUSE BILLS
H.F. Nos. 760, 1233 and 630 were read the second time.

INTRODUCTION AND FIRST READING OF SENATE BILLS

The following bill was read the first time.

Senators Carlson, Scalze, Osmek, Dahle and Clausen introduced—

S.F. No. 1629: A bill for an act relating to claims against the state; providing for settlement of
certain claims; appropriating money.

Referred to the Committee on Finance.

MOTIONS AND RESOLUTIONS

Senators Schmit and Miller introduced —

Senate Resolution No. 71: A Senate resolution congratulating Crissa Knott of Kenyon on being
named Ms. Wheelchair Minnesota 2013

Referred to the Committee on Rules and Administration.
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Senator Goodwin introduced —

Senate Resolution No. 72: A Senate resolution honoring Eve Frank for 40 years of service to
Meals on Wheels.

Referred to the Committee on Rules and Administration.

RECESS

Senator Bakk moved that the Senate do now recess subject to the call of the President. The
motion prevailed.

After a brief recess, the President called the Senate to order.

CALL OF THE SENATE

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

MOTIONS AND RESOLUTIONS - CONTINUED

Without objection, remaining on the Order of Business of Motions and Resolutions, the Senate
reverted to the Orders of Business of Reports of Committees and Second Reading of Senate Bills.

REPORTS OF COMMITTEES

Senator Bakk moved that the Committee Report at the Desk be now adopted. The motion
prevailed.

Senator Skoe from the Committee on Taxes, to which was referred

S.F. No. 552: A bill for an act relating to taxation; providing for tax law modernization and
reform; establishing a property tax rebate; reducing state business property tax; establishing a fourth
tier income tax; lowering the sales tax rate and broadening the tax base; lowering the corporate
franchise tax rate and simplifying the tax by eliminating certain tax preferences; providing
for local government aid and county program aid; appropriating money; amending Minnesota
Statutes 2012, sections 256.9658, subdivision 3; 270C.03, subdivision 1; 270C.33, subdivision 6;
275.025, subdivisions 1, 4; 289A.08, subdivision 3; 289A.56, subdivision 4; 289A.60, by adding a
subdivision; 290.01, subdivisions 7, 19b, 19¢, 19d; 290.06, subdivisions 1, 2c, 2d, 22, by adding a
subdivision; 290.0921, subdivision 3; 290.095, subdivision 2; 290.17, subdivisions 1, 4; 290.191,
subdivision 5; 290.21, subdivision 4; 290A.03, subdivision 13; 297A.61, subdivisions 3, 4, 10,
17a, 25,27, 31, 38, 45, by adding subdivisions; 297A.62, subdivisions 1, 1a; 297A.64, subdivision
1; 297A.65; 297A.66, by adding a subdivision; 297A.67, subdivisions 7, 8; 297A.68, subdivisions
2, 5; 297A.70, subdivisions 5, 13, 14; 297A.75, subdivisions 1, 2, 3; 297A.815, subdivision
3; 297F.05, subdivisions 1, 3, 4; 297F.25, subdivision 1; 298.01, subdivision 3b; 477A.011,
subdivisions 34, 36, by adding subdivisions; 477A.013, subdivisions 8, 9; 477A.03, subdivisions
2a, 2b; proposing coding for new law in Minnesota Statutes, chapters 270C; 297A; repealing
Minnesota Statutes 2012, sections 289A.40, subdivision 6; 290.01, subdivision 6b; 290.0921,
subdivision 7; 297A.68, subdivisions 9, 10, 11, 22, 35; 297A.70, subdivisions 10, 11, 12; 297A.96;
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477A.011, subdivisions 2a, 27, 29, 31, 32, 33, 39, 40, 41, 42; 477A.0124, subdivision 1; 477A.013,
subdivisions 11, 12; 477A.0133; 477A.0134; Minnesota Rules, part 8130.0500, subpart 2.

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

Delete everything after the enacting clause and insert:

"ARTICLE 1
AIDS AND CREDITS
Section 1. Minnesota Statutes 2012, section 69.021, is amended by adding a subdivision to read:

Subd. 12. Pension aid accounts. (a) $745,000 is appropriated from the general fund, in fiscal
year 2015 and each year thereafter, to the commissioner of revenue for the purposes of pension aid.
The commissioner shall administer the account and allocate money in the account as follows:

(1) $130,065 as supplemental state pension funding paid to the executive director of the Public
Employees Retirement Association for deposit in the public employees police and fire retirement
fund established by section 353.65, subdivision 1;

(2) $64,935 to municipalities employing firefighters with retirement coverage by the public
employees police and fire retirement plan, allocated in proportion to the relationship that the
preceding June 30 number of firefighters employed by each municipality who have public
employees police and fire retirement plan coverage bears to the total preceding June 30 number of
municipal firefighters covered by the public employees police and fire retirement plan; and

(3) $550,000 for municipalities other than the municipalities receiving a disbursement under
clause (2) which qualified to receive fire state aid in that calendar year, allocated in proportion
to the most recent amount of fire state aid paid under subdivision 7 for the municipality bears to
the most recent total fire state aid for all municipalities other than the municipalities receiving
a disbursement under clause (2) paid under subdivision 7, with the allocated amount for fire
departments participating in the voluntary statewide lump-sum volunteer firefighter retirement plan
paid to the executive director of the Public Employees Retirement Association for deposit in the
fund established by section 353G.02, subdivision 3, and credited to the respective account and with
the balance paid to the treasurer of each municipality for transmittal within 30 days of receipt to
the treasurer of the applicable volunteer firefighter relief association for deposit in its special fund.

(b) $1,550,00 is appropriated from the general fund in fiscal year 2015 to the commissioner of
revenue for the purposes of pension aid. The commissioner shall administer the account and allocate
money in the account as follows:

(1) one-third to be distributed as police state aid as provided under subdivision 7a; and

(2) two-thirds to be apportioned, on the basis of the number of active police officers certified for
police state aid receipt under section 69.011, subdivisions 2 and 2b, between:

(i) the executive director of the Public Employees Retirement Association for deposit as a
supplemental state pension funding aid in the public employees police and fire retirement fund
established by section 353.65, subdivision 1; and

(i) the executive director of the Minnesota State Retirement System for deposit as a
supplemental state pension funding aid in the state patrol retirement fund.
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(c) On or before September 1, annually, the executive director of the Public Employees
Retirement Association shall report to the commissioner the following:

(1) the municipalities which employ firefighters with retirement coverage by the public
employees police and fire retirement plan;

(2) the number of firefighters with public employees police and fire retirement plan employed
by each municipality;

(3) the fire departments covered by the voluntary statewide lump-sum volunteer firefighter
retirement plan; and

(4) any other information requested by the commissioner to administer the surcharge fire pension
aid account.

(d) For this subdivision, (i) the number of firefighters employed by a municipality who have
public employees police and fire retirement plan coverage means the number of firefighters with
public employees police and fire retirement plan coverage that were employed by the municipality
for not less than 30 hours per week for a minimum of six months prior to December 31 preceding
the date of the payment under this section and, if the person was employed for less than the full
year, prorated to the number of full months employed; and, (ii) the number of active police officers
certified for police state aid receipt under section 69.011, subdivisions 2 and 2b means, for each
municipality, the number of police officers meeting the definition of peace officer in section 69.011,
subdivision 1, counted as provided and limited by section 69.011, subdivisions 2 and 2b.

(e) The payments under this section shall be made on October 1 each year, based on the amount in
the temporary fire pension aid account and the amount in the temporary police pension aid account
on the preceding June 30, with interest at 1 percent for each month, or portion of a month, that
the amount remains unpaid after October 1. The amounts necessary to make the payments under
this subdivision are annually appropriated to the commissioner from the temporary fire and police
pension aid accounts. Any necessary adjustments shall be made to subsequent payments.

(f) The provisions of this chapter that prevent municipalities and relief associations from
being eligible for, or receiving state aid under this chapter until the applicable financial reporting
requirements have been complied with, apply to the amounts payable to municipalities and relief
associations under this subdivision.

(g) The appropriations in paragraphs (a) and (b) end on (i) December 31, 2020, or (ii), if earlier,
on the December 31 next following the actuarial valuation date on which the assets of the retirement
plan on a market value equals or exceeds 90 percent of the total actuarial accrued liabilities of the
retirement plan as disclosed in an actuarial valuation prepared under Minnesota Statutes, section
356.215, and the Standards for Actuarial Work promulgated by the Legislative Commission on
Pensions and Retirement, for the State Patrol retirement plan or the public employees police and
fire retirement plan, whichever occurs last.

(h) The base for fiscal year 2016 and thereafter under paragraph (a) is $7,450,000 and the
distribution in clauses (1) to (3) are adjusted accordingly. The base for fiscal year 2016 and
thereafter, under paragraph (b), is $15,500,000.

EFFECTIVE DATE. This section is effective beginning in the fiscal year beginning July 1,
2014.
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Sec. 2. Minnesota Statutes 2012, section 477A.011, subdivision 30, is amended to read:

Subd. 30. Pre-1940 housing percentage. (a) Except as provided in paragraph (b), "pre-1940
housing percentage" for a city is 100 times the most recent federal-census count by the United States
Bureau of the Census of all housing units in the city built before 1940, divided by the total number
of all housing units in the city. Housing units includes both occupied and vacant housing units as
defined by the federal census.

(b) For the city of East Grand Forks only, "pre-1940 housing percentage" is equal to 100 times
the 1990 federal census count of all housing units in the city built before 1940, divided by the most
recent counts by the United States Bureau of the Census of all housing units in the city. Housing
units includes both occupied and vacant housing units as defined by the federal census.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 3. Minnesota Statutes 2012, section 477A.011, is amended by adding a subdivision to read:

Subd. 30a. Percent of housing built between 1940 and 1970. "Percent of housing built between
1940 and 1970" is equal to 100 times the most recent count by the United States Bureau of the
Census of all housing units in the city built after 1939 but before 1970, divided by the total number
of all housing units in the city. Housing units includes both occupied and vacant housing units as
defined by the federal census.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 4. Minnesota Statutes 2012, section 477A.011, subdivision 34, is amended to read:

Subd. 34. City revenue need. (a) For a city with a population equal to or greater than 2;566
10,000, "city revenue need" is the-greaterof 285-or 1.15 times the sum of (1) 5:6734698 4.59 times
the pre-1940 housing percentage; plus (2) i—9—1—4—1—65’-8—t1mes-ﬂ1e-poprr}a-tmn-deehne-pereenﬁge 0.622
times the percent of housing built between 1940 and 1970; plus (3) 2504-66334-times-theroad
acetdentsfactor 169.415 times the jobs per capita; plus (4) 3556547 minus<5)the metropolitan
area-factor;minus{6) 4910638 times-the-houschold-size the sparsity adjustment, plus (5) 307.664.

(b) For a city with a population equal to or greater than 2,500 and less than 10,000, "city revenue
need" is 1.15 times the sum of (1) 572.62; plus (2) 5.026 times the pre-1940 housing percentage;
minus (3) 53.768 times household size; plus (4) 14.022 times peak population decline.

) (c) (c) For a 01ty w1th a populatlon less than 2 500 "01ty revenue need" is the sum of (—1—)%—38—7‘

pﬁpu-}aﬁon*mmus-@ﬁi—’l-?’% 410 plus 0. 367 tlmes the c1ty s populatlon over 100. The 01ty revenue
need under this paragraph shall not exceed 630.

fe-) (d) For a 01ty with a populatlon of at least 2,500 ormore—md—a—pemﬁaﬁon—m—one—o—f—ﬂ're
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o anpic any-city ayable ereafter but less
than 3,000, the "city revenue need" equals (1) the transition factor times the city's revenue need
calculated in paragraph (b) plus (2) 630 times the difference between one and the transition factor.
For a city with a population of at least 10,000 but less than 10,500, the "city revenue need" equals
(1) the transition factor times the city's revenue need calculated in paragraph (a) plus (2) the city's
revenue need calculated under the formula in paragraph (b) times the difference between one and the
transition factor. For purposes of this paragraph "transition factor" is 0.2 percent times the amount
that the city's population exceeds the minimum threshold in either of the first two sentences.

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

te) () For calendar year 2665 2015 and subsequent years, the city revenue need for a city, as
determined in paragraphs (a) to (d) (¢), is multiplied by the ratio of the annual implicit price deflator
for government consumption expenditures and gross investment for state and local governments as
prepared by the United States Department of Commerce, for the most recently available year to the
2663 2013 implicit price deflator for state and local government purchases.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 5. Minnesota Statutes 2012, section 477A.011, subdivision 42, is amended to read:

Subd. 42. €ity-jebsbase Jobs per capita. (a)"City jobsbase'fora—city-with-apopulationof

teyForpurposes-of-thissubdivision; "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 May1;26068 November 1 of every odd-numbered year, divided

by (2) the city's population for the same calendar year as the employment data. The commissioner
of the Department of Employment and Economic Development shall certify to the city the average
annual number of employees for each city by Fune1;2668 January 15, of every even-numbered
year beginning with January 15, 2014. A city may challenge an estimate under this paragraph by
filing its specific objection, including the names of employers that it feels may have misreported
data, in writing with the commissioner by June26;2668 December 1 of every odd-numbered year.
The commissioner shall make every reasonable effort to address the specific objection and adjust
the data as necessary. The commissioner shall certify the estimates of the annual employment to
the commissioner of revenue by Futy 15,2608 January 15 of all even-numbered years, including
any estimates still under objection. For aids payable in 2014 "jobs per capita" shall be based on the
annual number of employees and population for calendar year 2010 without additional review.
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EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 6. Minnesota Statutes 2012, section 477A.011, is amended by adding a subdivision to read:

Subd. 44. Peak population decline. "Peak population decline" is equal to 100 times the
difference between one and the ratio of the city's current population, to the highest city population
reported in a federal census from the 1970 census or later. "Peak population decline" shall not be
less than zero.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 7. Minnesota Statutes 2012, section 477A.011, is amended by adding a subdivision to read:

Subd. 45. Sparsity adjustment. For a city with a population of 10,000 or more, the sparsity
adjustment is 100 for any city with an average population density less than 150 per square mile. The
sparsity adjustment is zero for all other cities.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 8. Minnesota Statutes 2012, section 477A.013, subdivision 1, is amended to read:

Subdivision 1. Towns.

In 2014 and thereafter, each town is eligible for a distribution under this subdivision equal to the
product of (i) its agricultural property factor, (ii) its town area factor, (iii) its population factor, and
(iv) 0.00225. As used in this subdivision, the following terms have the meanings given them:

(1) "agricultural property factor" means the ratio of the adjusted net tax capacity of agricultural
property located in a town, divided by the adjusted net tax capacity of all other property located in
the town. The agricultural property factor cannot exceed eight;

(2) "agricultural property" means property classified under section 273.13, as homestead and
nonhomestead agricultural property, rural vacant land, and noncommercial seasonal recreational

property;

(3) "town area factor" means the most recent estimate of total acreage, not to exceed 50,000 acres,
located in the township available as of July 1 in the aid calculation year, estimated or established by:

(i) the United States Bureau of the Census;

(i) the State Land Management Information Center; or

(iii) the secretary of state; and

(4) "population factor" means the square root of the towns population.

If the sum of the aids payable to all towns under this subdivision exceeds the limit under section
477A.03, subdivision 2c, the distribution to each town must be reduced proportionately so that the
total amount of aids distributed under this section does not exceed the limit in section 477A.03,
subdivision 2c.
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EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 9. Minnesota Statutes 2012, section 477A.013, subdivision 8, is amended to read:

Subd. 8. City formula aid. (a) For aids payable in 2014 only, the formula aid for a city is equal
to the sum of (1) its 2013 certified aid and (2) the product of (i) the difference between its unmet
need and its 2013 certified aid and (ii) the aid gap percentage.

(b) For ards payable in 2015 and thereafter the formula ard for a crty is equal to the sum of (1)

v y-av wo-years formula ard in the previous year
and (2) the product of (i) the difference between its unmet need and its certified aid in the previous
year under subdivision 9, and (ii) the aid gap percentage.

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

The applicable need—increase aid gap 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. Data used in calculating aids to cities under sections 477A.011 to 477A.013
shall be the most recently available data as of January 1 in the year in which the aid is calculated
except that the data used to compute "net levy" in subdivision 9 is the data most recently available
at the time of the aid computation.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 10. Minnesota Statutes 2012, section 477A.013, subdivision 9, is amended to read:

Subd. 9. City aid distribution. (a) In calendar year 2643 2014 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 eity-atd-base aid adjustment under subdivision 13.

td) (b) For aids payable in 2014 only, the total aid for a city may not be less than the amount
it was certified to receive in 2013. For aids payable in 2648 2015 and thereafter, the total aid for a

elty with-apoputationtess-than2;506 must not be less than the amount it was certified to receive
in the prevrous year minus the lesser of $ 10 multlphed by its populatron or ﬁve percent of rts%@@%
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whichcase-its mintmumaid-is—zero its net levy in the year prior to the aid distribution.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 11. Minnesota Statutes 2012, section 477A.013, is amended by adding a subdivision to
read:

Subd. 13. Certified aid adjustments. (a) A city that received an aid base increase under
Minnesota Statutes 2012, section 477A.011, subdivision 36, paragraph (e), shall have its total aid
under subdivision 9 increased by an amount equal to $150,000 for aids payable in 2014 through
2018.

(b) A city that received an aid base increase under section 477A.011, subdivision 36, paragraph
(r), shall have its total aid under subdivision 9 increased by an amount equal to $160,000 for aids
payable in 2014 and thereafter.

(c) A city that received a temporary aid increase under Minnesota Statutes 2012, section
477A.011, subdivision 36, paragraph (m), (v), or (w), shall have its total aid under subdivision 9
decreased by the amount of its aid base increase under those paragraphs in calendar year 2013.

Sec. 12. Minnesota Statutes 2012, section 477A.03, subdivision 2a, is amended to read:

Subd. 2a. Cities. For aids payable in 2643 2014 and thereafter, the total aid paid under section
477A.013, subdivision 9, is $426;438;61+2 $506,438,012.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 13. Minnesota Statutes 2012, section 477A.03, subdivision 2b, is amended to read:

Subd. 2b. Counties. (a) For aids payable in 2613 2014 and thereafter, the total aid payable under
section 477A.0124, subdivision 3, is $86;795;660 $100,795,000. Each calendar year, $500,000 of
this appropriation shall be retained by the commissioner of revenue to make reimbursements to the
commissioner of management and budget for payments made under section 611.27. For-calendar

Ot a OC aad O O pay C at OTTZCauInac C O
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the-appropriationrunder-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
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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 2643 2014 and thereafter, the total aid under section 477A.0124,
subdivision 4, is $84,969,575 $104,909,575. The commissioner of management and budget 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 each fiscal year 2604-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 each fiscal year 2664
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 management and budget and the commissioner of education for the preparation
of local impact notes.

EFFECTIVE DATE. This section is effective for aid payable in 2014 and thereafter.

Sec. 14. Minnesota Statutes 2012, section 477A.03, is amended by adding a subdivision to read:

Subd. 2c. Towns. For aids payable in 2014, the total aids paid under section 477A.013,
subdivision 1, is limited to $5,000,000. For aids payable in 2015 and thereafter, the total aids paid
under section 477A.013, subdivision 1, is limited to the amount certified to be paid in the previous
year.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.

Sec. 15. [477A.10] NATURAL RESOURCES LAND PAYMENTS IN LIEU; PURPOSE.

The purposes of sections 477A.11 to 477A.14 are:

(1) to compensate local units of government for the loss of tax base from state ownership of land
and the need to provide services for state land;

(2) to address the disproportionate impact of state land ownership on local units of government
with a large proportion of state land; and

(3) to address the need to manage state lands held in trust for the local taxing districts.

Sec. 16. Minnesota Statutes 2012, section 477A.11, subdivision 3, is amended to read:
Subd. 3. Acquired natural resources land. "Acquired natural resources land" means:

(1) any land, other than wildlife management land, presently administered by the commissioner
in which the state acquired by purchase, condemnation, or gift, a fee title interest in lands which
were previously privately owned; and

(2) lands acquired by the state under chapter 84A that are designated as state parks, state
recreation areas, scientific and natural areas, or wildlife management areas.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 17. Minnesota Statutes 2012, section 477A.11, subdivision 4, is amended to read:
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Subd. 4. Other natural resources land. "Other natural resources land" means any other land,
other than acquired natural resource land or wildlife management land, presently owned in fee title
by the state and administered by the commissioner, or any tax-forfeited land, other than platted lots
within a city or those lands described under subdivision 3, clause (2), which is owned by the state
and administered by the commissioner or by the county in which it is located.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 18. Minnesota Statutes 2012, section 477A.11, is amended by adding a subdivision to read:

Subd. 6. Military game refuge. "Military game refuge" means land owned in fee by another
state agency for military purposes and designated as a state game refuge under section 97A.085.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 19. Minnesota Statutes 2012, section 477A.11, is amended by adding a subdivision to read:

Subd. 7. Transportation wetland. "Transportation wetland" means land administered by the
Department of Transportation in which the state acquired, by purchase from a private owner, a fee
title interest in over 500 acres of land within a county to replace wetland losses from transportation
projects.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 20. Minnesota Statutes 2012, section 477A.11, is amended by adding a subdivision to read:

Subd. 8. Wildlife management land. "Wildlife management land" means land administered by
the commissioner in which the state acquired, from a private owner by purchase, condemnation,
or gift, a fee interest under the authority granted in chapter 94 or 97A for wildlife management
purposes and actually used as a wildlife management area.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 21. Minnesota Statutes 2012, section 477A.12, subdivision 1, is amended to read:

Subdivision 1. Types of land; payments. {a)As-an-offsetforexpenses-incurred-bycounttes
and-townsinsupportof natural-resoureestands; The following amounts are annually appropriated

to the commissioner of natural resources from the general fund for transfer to the commissioner of
revenue. The commissioner of revenue shall pay the transferred funds to counties as required by
sections 477A.11 to 477A.14. The amounts, based on the acreage as of July 1 of each year prior to
the payment year, are:

(1) foracquirednaturatresourcestand; $5.133 multiplied by the total number of acres of acquired

natural resources land or, at the county's option three-fourths of one percent of the appraised value
of all acquired natural resources land in the county, whichever is greater;

(2) $5.133, multiplied by the total number of acres of transportation wetland or, at the county's
option, three-fourths of one percent of the appraised value of all acquired natural resources land in
the county, whichever is greater;
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(3) three-fourths of one percent of the appraised value of all wildlife management land in the
county;

(4) 50 percent of the dollar amount as determined under clause (1), multiplied by the number of
acres of military refuge land in the county;

$+283 (5) $1.50, multiplied by the number of acres of county-administered other natural
resources land in the county;

351283 (6) $5.133, multiplied by the total number of acres of land utilization project land in
the county; and

t4)642-cents (7) $1.50, multiplied by the number of acres of commissioner-administered other
natural resources land toeated in each the county as-ofJuly t-ofeach-yearpriorto-the payment-year:

; and

(8) without regard to acreage, $300,000 for local assessments under section 84A.55, subdivision

9.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 22. Minnesota Statutes 2012, section 477A.12, subdivision 2, is amended to read:

Each county audltor shall certlfy to the Department of Natural Resources durlng July of each year
prior to the payment year the number of acres of county-administered other natural resources land
within the county. The Department of Natural resources may, in addition to the certification of
acreage, require descriptive lists of land so certified. The commissioner of natural resources shall
determine and certify to the commissioner of revenue by March 1 of the payment year:

(1) the number of acres and most recent appraised value of acquired natural resources land,
wildlife management land, and military refuge land within each county;

(2) the number of acres of commissioner-administered natural resources land within each county;

(3) the number of acres of county-administered other natural resources land within each county,
based on the reports filed by each county auditor with the commissioner of natural resources; and

(4) the number of acres of land utilization project land within each county.

The commissioner of transportation shall determine and certify to the commissioner of revenue
by March 1 of the payment year the number of acres of tand transportation wetland and the appraised

value of the land described-in—subdiviston—;paragraphb), but only if it exceeds 500 acres in a

county.
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The commissioner of revenue shall determine the distributions provided for in this section using
the number of acres and appraised values certified by the commissioner of natural resources and the
commissioner of transportation by March 1 of the payment year.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 23. Minnesota Statutes 2012, section 477A.12, subdivision 3, is amended to read:

Subd. 3. Determination of appraised value. For the purposes of this section, the appraised
value of acquired natural resources land is the purchase price forthefirst five-years-afteracquisition
until the next six-year appraisal required under this subdivision. The appraised value of acquired
natural resources land received as a donation is the value determined for the commissioner of natural
resources by a licensed appraiser, or the county assessor's estimated market value if no appraisal is
done. The appraised value must be determined by the county assessor every five six years after-the
fand-tsacquired. All reappraisals shall be done in the same year as county assessors are required to
assess exempt land under section 273.18.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 24. Minnesota Statutes 2012, section 477A.14, subdivision 1, is amended to read:

Subdivision 1. General distribution. Except as provided in subdivistonr2-ortnrsection 97A-061;
subdiviston-5 subdivisions 2 and 3, 40 percent of the total payment to the county shall be deposited
in the county general revenue fund to be used to provide property tax levy reduction. The remainder
shall be distributed by the county in the following priority:

(a) 64.2 cents, for each acre of county-administered other natural resources land shall be
deposited in a resource development fund to be created within the county treasury for use in
resource development, forest management, game and fish habitat improvement, and recreational
development and maintenance of county-administered other natural resources land. Any county
receiving less than $5,000 annually for the resource development fund may elect to deposit that
amount in the county general revenue fund;

(b) from the funds remaining, within 30 days of receipt of the payment to the county, the county
treasurer shall pay each orgamzed townshlp SH—CCﬂ'fS for—each—aere—of—acqmred—na&rra—l—resvurces
}a_nd o .
bcafed—w-rt-h—m—rts—bemr&arres ten percent of the amount received under section 477A. 12, subdivision
1, clauses (1), (2), and (5) to (7). Payments for natural resources lands not located in an organized
township shall be deposited in the county general revenue fund. Payments to counties and townships
pursuant to this paragraph shall be used to provide property tax levy reduction, except that of the
payments for natural resources lands not located in an organized township, the county may allocate
the amount determined to be necessary for maintenance of roads in unorganized townships. Provided
that, if the total payment to the county pursuant to section 477A.12 is not sufficient to fully fund the
distribution provided for in this clause, the amount available shall be distributed to each township
and the county general revenue fund on a pro rata basis; and
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(c) any remaining funds shall be deposited in the county general revenue fund. Provided that,
if the distribution to the county general revenue fund exceeds $35,000, the excess shall be used to
provide property tax levy reduction.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 25. Minnesota Statutes 2012, section 477A.14, is amended by adding a subdivision to read:

Subd. 3. Distribution for wildlife management lands and military refuge lands. (a) The
county treasurer shall allocate the payment for wildlife management land and military game refuge
land among the county, towns, and school districts on the same basis as if the payments were taxes
on the land received in the year. Payment of a town's or a school district's allocation must be made
by the county treasurer to the town or school district within 30 days of receipt of the payment to the
county. The county's share of the payment shall be deposited in the county general revenue fund.

(b) The county treasurer of a county with a population over 39,000, but less than 42,000, in the
1950 federal census shall allocate the payment only among the towns and school districts on the
same basis as if the payments were taxes on the lands received in the current year.

(c) If a town received a payment in calendar year 2006 or thereafter under this subdivision, and
subsequently incorporated as a city, the city shall continue to receive any future year's allocations
of wildlife land payments that would have been made to the town had it not incorporated, provided
that the payments shall terminate if the governing body of the city passes an ordinance that prohibits
hunting within the boundaries of the city.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 26. Laws 2006, chapter 259, article 11, section 3, as amended by Laws 2008, chapter 154,
article 1, section 4, is amended to read:

Sec. 3. MAHNOMEN COUNTY; COUNTY, CITY, SCHOOL DISTRICT,
PROPERTY TAX REIMBURSEMENT.

Subdivision 1. Aid appropriation. $606;660 $1,200,000 is appropriated annually from the
general fund to the commissioner of revenue to be used to make payments to compensate for the
loss of property tax revenue related to the trust conversion application of the Shooting Star Casino.
The commissioner shall pay the county of Mahnomen, $456;666 $900,000; the city of Mahnomen,
$86,000 $160,000; and Independent School District No. 432, Mahnomen, $76;660 $140,000. The
payments shall be made on July 20, of 2668 2013 and each subsequent year.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2013 and
thereafter.

Sec. 27. REPEALER.

Minnesota Statutes 2012, sections 477A.011, subdivisions 2a, 19, 29, 31, 32, 33, 36, 39, 40, 41,
and 42; 477A.013, subdivisions 11 and 12; 477A.0133; and 477A.0134, are repealed.

EFFECTIVE DATE. This section is effective for aids payable in calendar year 2014 and
thereafter.
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ARTICLE 2
PROPERTY TAX
Section 1. Minnesota Statutes 2012, section 103B.102, subdivision 3, is amended to read:

Subd. 3. Evaluation and report. The Board of Water and Soil Resources shall evaluate
performance, financial, and activity information for each local water management entity. The
board shall evaluate the entities' progress in accomplishing their adopted plans on a regular basis
as determined by the board based on budget and operations of the local water management entity,
but not less than once every five ten years. The board shall maintain a summary of local water
management entity performance on the board's Web site. Beginning February 1, 2008, and annually
thereafter, the board shall provide an analysis of local water management entity performance to the
chairs of the house of representatives and senate committees having jurisdiction over environment
and natural resources policy.

Sec. 2. Minnesota Statutes 2012, section 103B.335, is amended to read:
103B.335 TAX LEVY AUTHORITY.

Subdivision 1. Local water planning and management. The governing body of any county,
municipality, or township may levy a tax in an amount required to implement sections 103B.301 to
103B.355 or a comprehensive watershed management plan as defined in section 103B.3363.

Subd. 2. Priority programs; conservation and watershed districts. A county may levy
amounts necessary to pay the reasonable mereased costs to soil and water conservation districts and
watershed districts of administering and implementing priority programs identified in an approved
and adopted plan or a comprehensive watershed management plan as defined in section 103B.3363.

Sec. 3. Minnesota Statutes 2012, section 103B.3369, subdivision 5, is amended to read:

Subd. 5. Financial assistance. A base grant may be awarded to a county that provides a match
utilizing a water implementation tax or other local source. A water implementation tax that a county
intends to use as a match to the base grant must be levied at a rate sufficient to generate a minimum
amount determined by the board. The board may award performance-based grants to local units of
government that are responsible for implementing elements of applicable portions of watershed
management plans, comprehensive plans, local water management plans, or comprehensive
watershed management plans, developed or amended, adopted and approved, according to chapter
103B, 103C, or 103D. Upon request by a local government unit, the board may also award
performance-based grants to local units of government to carry out TMDL implementation plans as
provided in chapter 114D, if the TMDL implementation plan has been incorporated into the local
water management plan according to the procedures for approving comprehensive plans, watershed
management plans, local water management plans, or comprehensive watershed management plans
under chapter 103B, 103C, or 103D, or if the TMDL implementation plan has undergone a public
review process. Notwithstanding section 16A.41, the board may award performance-based grants
on an advanced basis. The fee authorized in section 40A.152 may be used as a local match or as
a supplement to state funding to accomplish implementation of comprehensive plans, watershed
management plans, local water management plans, or comprehensive watershed management
plans under chapter 103B, 103C, or 103D.

Sec. 4. Minnesota Statutes 2012, section 103C.501, subdivision 4, is amended to read:
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Subd. 4. Cost-sharing funds. (a) The state board shall allocate atteast76-percentof cost-sharing
funds to areas with high priority erosion, sedimentation, or water quality problems or water quantity
problems due to altered hydrology. The areas must be selected based on the-statewide priorities
established by the state board.

(b) The allocated funds must be used for conservation practices for high priority problems
identified in the comprehensive and annual work plans of the districts, for the technical assistance
portion of the grant funds to leverage federal or other nonstate funds, or to address high-priority
needs identified in local water management plans or comprehensive watershed management plans.

Sec. 5. Minnesota Statutes 2012, section 103F.405, subdivision 1, is amended to read:

Subdivision 1. Authority. Each statutory or home rule charter city, town, or county that has
planning and zoning authority under sections 366.10 to 366.19, 394.21 to 394.37, or 462.351 to
462.365 is encouraged to adopt a soil loss ordinance. The soil loss ordinance must use the soil loss
tolerance for each soil series described in the United States Sott Natural Resources Conservation
Service Field Office Technical Guide, or another method approved by the Board of Water and
Soil Resources, to determine the soil loss limits, but the soil loss limits must be attainable by the
best practicable soil conservation practice. Ordinances adopted by local governments within-the

metropolitanareadefinedinsection473-121+ must be consistent with tocal-water managementptans
adopted-undersectionr 1638235 a comprehensive plan, local water management plan, or watershed

management plan developed or amended, adopted and approved, according to chapter 103B, 103C,
or 103D.

Sec. 6. Minnesota Statutes 2012, section 168.012, subdivision 9, is amended to read:

Subd. 9. Manufactured homes and park trailers. Manufactured homes and park trailers
shall not be taxed as motor vehicles using the public streets and highways and shall be exempt
from the motor vehicle tax provisions of this chapter. Except as provided in section 273.125,
manufactured homes and park trailers shall be taxed as personal property. The provisions of
Minnesota Statutes 1957, section 272.02 or any other act providing for tax exemption shall be
inapplicable to manufactured homes and park trailers, except such manufactured homes as are held
by a licensed dealer or limited dealer, as defined in section 327B.04, and exempted as inventory
under subdivision 9a. Travel trailers not conspicuously displaying current registration plates on the
property tax assessment date shall be taxed as manufactured homes if occupied as human dwelling
places.

EFFECTIVE DATE. This section is effective for taxes payable in 2014 and thereafter.

Sec. 7. Minnesota Statutes 2012, section 168.012, is amended by adding a subdivision to read:

Subd. 9a. Manufactured home as dealer inventory. Manufactured homes as defined in section
327.31, subdivision 6, shall be considered as dealer inventory, on the January 2 assessment date, if
the home:
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(1) is listed as inventory and held by a licensed or limited dealer;

(2) is unoccupied and not available for rent;

(3) may or may not be permanently connected to utilities when located in a manufactured park;
and

(4) may or may not be temporarily connected to utilities when located at a dealer's sales center.

The exemption under this subdivision is allowable for up to five assessment years after the date a
home is initially claimed as dealer inventory.

EFFECTIVE DATE. This section is effective for taxes payable in 2014 and thereafter.
Sec. 8. [270C.9901] ASSESSOR ACCREDITATION.

Every individual that appraises or physically inspects real property for the purpose of
determining its valuation or classification for property tax purposes must obtain licensure as an
accredited assessor from the Minnesota State Board of Assessors by July 1, 2017, or by the time
the individual is licensed as a certified assessor, whichever is later.

EFFECTIVE DATE. This section is effective beginning January 1, 2014.

Sec. 9. Minnesota Statutes 2012, section 272.02, subdivision 10, is amended to read:

Subd. 10. Personal property used for pollution control. Personal property used primarily for
the abatement and control of air, water, or land pollution is exempt to the extent that it is so used,
and-real but only if it is not required to be installed by a standard, rule, criteria, guideline, policy,
or order of the Minnesota Pollution Control Agency or if it is part of a system for the abatement
of pollution that was not required to be installed by a standard, rule, criteria, guideline, policy, or
order of the Minnesota Pollution Control Agency when it was originally installed. Real property
is exempt if it is used primarily for abatement and control of air, water, or land pollution as part of
an agricultural operation, as a part of a centralized treatment and recovery facility operating under
a permit issued by the Minnesota Pollution Control Agency pursuant to chapters 115 and 116 and
Minnesota Rules, parts 7001.0500 to 7001.0730, and 7045.0020 to 7045.1260, as a wastewater
treatment facility and for the treatment, recovery, and stabilization of metals, oils, chemicals, water,
sludges, or inorganic materials from hazardous industrial wastes, or as part of an electric generation
system. For purposes of this subdivision, personal property includes ponderous machinery and
equipment used in a business or production activity that at common law is considered real property.

Any taxpayer requesting exemption of all or a portion of any real property or any equipment or
device, or part thereof, operated primarily for the control or abatement of air, water, or land pollution
shall file an application with the commissioner of revenue. The Minnesota Pollution Control Agency
shall upon request of the commissioner furnish information and advice to the commissioner.

The information and advice furnished by the Minnesota Pollution Control Agency must include
statements as to whether the equipment, device, or real property meets a standard, rule, criteria,
guideline, policy, or order of the Minnesota Pollution Control Agency, and whether the equipment,
device, or real property is installed or operated in accordance with it. On determining that property
qualifies for exemption, the commissioner shall issue an order exempting the property from taxation.
The equipment, device, or real property shall continue to be exempt from taxation as long as the
order issued by the commissioner remains in effect.
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Sec. 10. Minnesota Statutes 2012, section 272.02, is amended by adding a subdivision to read:

Subd. 98. Certain property owned by an Indian tribe. (a) Property is exempt that:

(1) was classified as 3a under section 273.13, subdivision 24, for taxes payable in 2013;

(2) is located in a city of the first class with a population greater than 300,000 as of the 2010
federal census;

(3) was, on January 2, 2012, and for the current assessment, is owned by a federally recognized
Indian tribe, or its instrumentality, that is located within the state of Minnesota; and

(4) is used exclusively for tribal purposes or institutions of purely public charity as defined in
subdivision 7.

(b) For purposes of this subdivision, a "tribal purpose" means a public purpose as defined in
subdivision 8 and includes noncommercial tribal government activities. Property that qualifies for
the exemption under this subdivision is limited to no more than two contiguous parcels and structures
that do not exceed in the aggregate 20,000 square feet. Property acquired for single-family housing,
market-rate apartments, agricultural, or forestry does not qualify for this exemption. The exemption
created by this subdivision expires with taxes payable in 2024,

EFFECTIVE DATE. This section is effective beginning with taxes payable in 2014,

Sec. 11. Minnesota Statutes 2012, section 272.02, is amended by adding a subdivision to read:

Subd. 99. Electric generation facility; personal property. (a) Notwithstanding subdivision
9, clause (a), and section 453.54, subdivision 20, attached machinery and other personal property
which is part of an electric generation facility that exceeds five megawatts of installed capacity and
meets the requirements of this subdivision is exempt. At the time of construction, the facility must
be:

(1) designed to utilize natural gas as a primary fuel;

(2) owned and operated by a municipal power agency as defined in section 453.52, subdivision

8;

(3) designed to utilize reciprocating engines paired with generators to produce electrical power;

(4) located within the service territory of a municipal power agency's electrical municipal utility
that serves load exclusively in a metropolitan county as defined in section 473.121, subdivision 4;
and

(5) designed to connect directly with a municipality's substation.

(b) Construction of the facility must be commenced after June 1, 2013, and before June 1, 2017.
Property eligible for this exemption does not include electric transmission lines and interconnections
or gas pipelines and interconnections appurtenant to the property or the facility.

EFFECTIVE DATE. This section is effective for assessment year 2013, taxes payable in 2014,
and thereafter.

Sec. 12. Minnesota Statutes 2012, section 272.025, subdivision 1, is amended to read:
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Subdivision 1. Statement of exemption. (a) Except in the case of property owned by the state
of Minnesota or any political subdivision thereof, and property exempt from taxation under section
272.02, subdivisions 9, 10, 13, 15, 18, 20, and 22 to 25, and at the times provided in subdivision 3, a
taxpayer claiming an exemption from taxation on property described in section 272.02, subdivisions
1 to 33, must file a statement of exemption with the assessor of the assessment district in which the
property is located.

(b) A taxpayer claiming an exemption from taxation on property described in section 272.02,
subdivision 10, must file a statement of exemption with the commissioner of revenue, and with the
assessor of the assessment district in which the property is located, on or before February 15 of each
year for which the taxpayer claims an exemption.

(c) In case of sickness, absence or other disability or for good cause, the assessor or the
commissioner may extend the time for filing the statement of exemption for a period not to exceed
60 days.

(d) The commissioner of revenue shall prescribe the form and contents of the statement of
exemption.

Sec. 13. Minnesota Statutes 2012, section 273.117, is amended to read:
273.117 CONSERVATION PROPERTY TAX VALUATION.

The value of real property which is subject to a conservation restriction or easement may-be
adyusted shall not be reduced by the assessor if:

(a) the restriction or easement is for a conservation purpose as defined in section 84.64,
subdivision 2, and is recorded on the property; and

(b) the property is being used in accordance with the terms of the conservation restriction or
easement.

This section does not apply to (1) conservation restrictions or easements covering riparian
buffers along lakes, rivers, and streams that are used for water quantity or quality control; or (2)
parcels of land in excess of 1,920 acres that allow public motorized access.

EFFECTIVE DATE. This section is effective for assessment year 2013 and thereafter, and for
taxes payable in 2014 and thereafter.

Sec. 14. Minnesota Statutes 2012, section 273.124, subdivision 14, is amended to read:

Subd. 14. Agricultural homesteads; special provisions. (a) Real estate of less than ten acres
that 1s 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
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(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.

tc) (b) 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
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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.

&) (c) 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.

te) (d) 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:

(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.
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th) (e) 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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9 (f) 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.

EFFECTIVE DATE. This section is effective for taxes payable in 2015 and thereafter.

Sec. 15. Minnesota Statutes 2012, section 273.124, subdivision 21, is amended to read:

Subd. 21. Trust property; homestead. Real or personal property held by a trustee under a
trust is eligible for classification as homestead property if the property satisfies the requirements of

paragraph (a), (b), (c), or (d).
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(a) The grantor or surviving spouse of the grantor of the trust occupies and uses the property as
a homestead.

(b) A relative or surviving relative of the grantor who meets the requirements of subdivision 1,
paragraph (c), in the case of residential real estate; or subdivision 1, paragraph (d), in the case of
agricultural property, occupies and uses the property as a homestead.

(c) A family farm corporation, joint farm venture, limited liability company, or partnership
operating a family farm in which the grantor or the grantor's surviving spouse is a shareholder,
member, or partner rents the property; and, either (1) a shareholder, member, or partner of the
corporation, joint farm venture, 11m1ted hablhty company, or partnershrp occupres and uses the
property asa homestead o e

(d) A person who has received homestead classification for property taxes payable in 2000 on
the basis of an unqualified legal right under the terms of the trust agreement to occupy the property
as that person s homestead and who continues to use the property asa homestead‘-or—a—person—who

For purposes of this subdivision, "grantor" is defined as the person creating or establishing
a testamentary, inter Vivos, revocable or irrevocable trust by written instrument or through the
exercise of a power of appointment.

EFFECTIVE DATE. This section is effective for taxes payable in 2015 and thereafter.

Sec. 16. Minnesota Statutes 2012, section 273.128, is amended by adding a subdivision to read:

Subd. 1a. Determination of property tax maximum. (a) Property taxes on the portion of a
rental property certified as class 4d may not exceed ten percent of the gross potential rent for the
calendar year in which an application is filed for the units that qualify for certification under this
section. "Gross potential rent" means the maximum annual rent the owner of a property is authorized
to charge for rental housing units subject to a legally binding rent restriction agreement, assuming
that all of the units are occupied at all times. The Housing Finance Agency will adjust gross potential
rent annually to the extent of and in accordance with changes in the rent restrictions set forth in the
rent restriction agreement.

(b) In order to determine the gross potential rent for a rental property, a separate application
must be filed with the Housing Finance Agency by March 31 of the assessment year to establish
the maximum property taxes for the portion of a property certified under this section. In addition to
the information required in subdivision 2, the application under this subdivision must include a true
and correct copy of any regulatory agreements or other documents establishing the rent restrictions
for the units eligible for class 4d classification, unless such documentation was provided to the
Housing Finance Agency in a previous year and the owner certifies that the rent restrictions have
not changed. The Housing Finance Agency may charge an application fee approximately equal to the
costs of determining the gross potential rent for the property, any annual adjustments and processing,
and reviewing the application. The applicant must pay the application fee to the Housing Finance
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Agency for deposit in the housing development fund. The application fee under this subdivision is
in addition to the application fee under subdivision 2.

(c) By June 1 of each assessment year, the Housing Finance Agency must certify to the
appropriate county or city assessors, the specific properties that are qualified for the maximum
property tax limitation and the amount of the annual gross potential rent for the units in the building
that qualify for class 4d certification. The auditor shall calculate the maximum property tax for the
units that qualify based on the certification from the Housing Finance Agency for taxes payable the
year following the assessment year certification.

EFFECTIVE DATE. This section is effective beginning with assessment year 2015.

Sec. 17. Minnesota Statutes 2012, section 273.1398, subdivision 4, is amended to read:

Subd. 4. Disparity reduction credit. (a) Beginning with taxes payable in 1989, class 4a and
class 3a property qualifies for a disparity reduction credit if: (1) the property is located in a border
city that has an enterprise zone, as defined in section 469.166; (2) the property is located in a city
with a population greater than 2,500 and less than 35,000 according to the 1980 decennial census;
(3) the city is adjacent to a city in another state or immediately adjacent to a city adjacent to a city
in another state; and (4) the adjacent city in the other state has a population of greater than 5,000
and less than 75,000 according to the 1980 decennial census.

(b) The credit is an amount sufficient to reduce (i) the taxes levied on class 4a property to 23
1.9 percent of the property's market value and (ii) the tax on class 3a property to 23 1.9 percent of
market value.

(c) The county auditor shall annually certify the costs of the credits to the Department of
Revenue. The department shall reimburse local governments for the property taxes forgone as the
result of the credits in proportion to their total levies.

EFFECTIVE DATE. This section is effective beginning with taxes payable in 2014.

Sec. 18. Minnesota Statutes 2012, section 275.025, subdivision 1, is amended to read:

Subdivision 1. Levy amount. The state general levy is levied against commercial-industrial
property and seasonal residential recreational property, as defined in this section. The state general
levy base amount is $592,000,000 for taxes payable in 2002. For taxes payable in subsequent
years on seasonal residential recreational property, the levy base amount is increased each year by
multiplying the levy base amount for that class of property for the prior year by the sum of one plus
the rate of increase, if any, in the implicit price deflator for government consumption expenditures
and gross investment for state and local governments prepared by the Bureau of Economic Analysts
of the United States Department of Commerce for the 12-month period ending March 31 of the
year prior to the year the taxes are payable. For taxes payable in 2014 and subsequent years on
commercial-industrial property, the tax is imposed under this subdivision at the rate of the tax
imposed under this subdivision for taxes payable in 2002. The tax under this section is not treated
as a local tax rate under section 469.177 and is not the levy of a governmental unit under chapters
276A and 473F.

The commissioner shall increase or decrease the preliminary or final rate for a year as necessary
to account for errors and tax base changes that affected a preliminary or final rate for either of the two
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preceding years. Adjustments are allowed to the extent that the necessary information is available
to the commissioner at the time the rates for a year must be certified, and for the following reasons:

(1) an erroneous report of taxable value by a local official;
(2) an erroneous calculation by the commissioner; and

(3) an increase or decrease in taxable value for commercial-industrial or seasonal residential
recreational property reported on the abstracts of tax lists submitted under section 275.29 that was
not reported on the abstracts of assessment submitted under section 270C.89 for the same year.

The commissioner may, but need not, make adjustments if the total difference in the tax levied for
the year would be less than $100,000.

EFFECTIVE DATE. This section is effective for taxes payable in 2014 and thereafter.

Sec. 19. Minnesota Statutes 2012, section 275.025, subdivision 2, is amended to read:

Subd. 2. Commercial-industrial tax capacity. For the purposes of this section,
"commercial-industrial tax capacity” means the tax capacity of all taxable property classified as
class 3 or class 5(1) under section 273.13, except for etectric-generationattached-machineryunder
etass—3—and property described in section 473.625. County commercial-industrial tax capacity
amounts are not adjusted for the captured net tax capacity of a tax increment financing district
under section 469.177, subdivision 2, the net tax capacity of transmission lines deducted from a
local government's total net tax capacity under section 273.425, or fiscal disparities contribution
and distribution net tax capacities under chapter 276A or 473F.

EFFECTIVE DATE. This section is effective for taxes payable in 2014 and thereafter.

Sec. 20. Minnesota Statutes 2012, section 279.37, subdivision 1a, is amended to read:

Subd. la. Class 3a property. (a) The delinquent taxes upon a parcel of property which was
classified class 3a, for the previous year's assessment and-had-a-totat market-vatue-of $566,066-or
tess-for-thatsame-assessment shall be eligible to be composed into a confession of judgment with
the approval of the county auditor. Property qualifying under this subdivision shall be subject to the
same provisions as provided in this section except as provided in paragraphs (b) to {d) (f).

(b) Current year taxes and penalty due at the time the confession of judgment is entered must be
paid.

(c) The down payment must include all special assessments due in the current tax year, all
delinquent special assessments, and 20 percent of the ad valorem tax, penalties, and interest
accrued against the parcel. The balance remaining is payable in four equal annual installments. A
municipality as defined in section 429.011, cities of the first class, and other special assessment
authorities, who have certified special assessments against any parcel of property, may, through
resolution, waive the requirement of payment of all current and delinquent special assessments
at the time the confession is entered. If the municipality, city, or authority grants the waiver, 100
percent of all current year taxes, special assessments, and penalties due at the time, along with 20
percent of all delinquent taxes, special assessments, penalties, interest, and fees must be paid. The
balance remaining shall be subject to and included in the installment plan.

(d) When there are current and delinquent special assessments certified and billed against a
parcel, the assessment authority or municipality as defined in section 429.011 may abate under
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section 375.192, subdivision 2, all special assessments and the penalty and interest affiliated with
the special assessments, and reassess the special assessments, penalties, and interest accrued thereon,
under section 429.071, subdivision 2. The municipality shall notify the county auditor of its intent
to reassess as a precondition to the entry of the confession of judgment. Upon the notice to abate and
reassess, the municipality shall, through resolution, notify the county auditor to remove all current
and delinquent special assessments and the accrued penalty and interest on the special assessments,
and the payment of all or a portion of the current and delinquent assessments shall not be required
as part of the down payment due at the time the confession of judgment is entered in accordance
with paragraph (c).

td) (e) The amounts entered in judgment bear interest at the rate provided in section 279.03,

subdivision la, commencing with the date the judgment is entered. The interest rate is subject to
change each year on the unpaid balance in the manner provided in section 279.03, subdivision 1a.

(f) The county auditor may require conditions on properties including, but not limited to,
environmental remediation action plan requirements, restrictions, or covenants, when considering
a request for approval of eligibility for composition into a confession of judgment for delinquent
taxes upon a parcel of property which was classified class 3a, for the previous year's assessment.

Sec. 21. Minnesota Statutes 2012, section 279.37, subdivision 2, is amended to read:

Subd. 2. Installment payments. The owner of any such parcel, or any person to whom the right
to pay taxes has been given by statute, mortgage, or other agreement, may make and file with the
county auditor of the county in which the parcel is located a written offer to pay the current taxes
each year before they become delinquent, or to contest the taxes under Minnesota Statutes 1941,
sections 278.01 to 278.13, and agree to confess judgment for the amount provided, as determined
by the county auditor. By filing the offer, the owner waives all irregularities in connection with the
tax proceedings affecting the parcel and any defense or objection which the owner may have to
the proceedings, and also waives the requirements of any notice of default in the payment of any
installment or interest to become due pursuant to the composite judgment to be so entered. Unless
the property is subject to subdivision 1a, with the offer, the owner shall (i) tender one-tenth of the
amount of the delinquent taxes, costs, penalty, and interest, and shatt (ii) tender all current year taxes
and penalty due at the time the confession of judgment is entered. In the offer, the owner shall agree
to pay the balance in nine equal installments, with interest as provided in section 279.03, payable
annually on installments remaining unpaid from time to time, on or before December 31 of each year
following the year in which judgment was confessed. The offer must be substantially as follows:

"To the court administrator of the district court of ........... county, I, coocovverrvennnnne , am the owner
of the following described parcel of real estate located in .................... county, Minnesota:
.............................. Upon that real estate there are delinquent taxes for the year ........., and prior

years, as follows: (here insert year of delinquency and the total amount of delinquent taxes, costs,
interest, and penalty). By signing this document I offer to confess judgment in the sum of $...... and
waive all irregularities in the tax proceedings affecting these taxes and any defense or objection
which I may have to them, and direct judgment to be entered for the amount stated above, minus the
sumof §............ , to be paid with this document, which is one-tenth or one-fifth of the amount of the
taxes, costs, penalty, and interest stated above. I agree to pay the balance of the judgment in nine or
four equal, annual installments, with interest as provided in section 279.03, payable annually, on the
installments remaining unpaid. I agree to pay the installments and interest on or before December
31 of each year following the year in which this judgment is confessed and current taxes each year
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before they become delinquent, or within 30 days after the entry of final judgment in proceedings
to contest the taxes under Minnesota Statutes, sections 278.01 to 278.13.

Sec. 22. Minnesota Statutes 2012, section 281.14, is amended to read:
281.14 EXPIRATION OF TIME FOR REDEMPTION.

The time for redemption from any tax sale, whether made to the state or to a private person, shall
not expire until notice of expiration of redemption, as provided in section 28113 281.17, shall have
been given.

Sec. 23. Minnesota Statutes 2012, section 281.17, is amended to read:
281.17 PERIOD FOR REDEMPTION.

Except for properties for which the period of redemption has been limited under sections 281.173
and 281.174, the following periods for redemption apply.

The period of redemption for all lands sold to the state at a tax judgment sale shall be three

years from the date of sale to the state of Minnesota rﬁﬂm—}aﬁd—ts*wrﬂnn—an—mcoqmrated—area

The period of redemption for homesteaded lands as defined in section 273.13, subdivision 22,
located in a targeted neighborhood as defined in Laws 1987, chapter 386, article 6, section 4, and
sold to the state at a tax judgment sale is three years from the date of sale. The period of redemption
for all lands located in a targeted neighborhood as defined in Laws 1987, chapter 386, article 6,
section 4, except (1) homesteaded lands as defined in section 273.13, subdivision 22, and (2) for
periods of redemption beginning after June 30, 1991, but before July 1, 1996, lands located in the
Loring Park targeted neighborhood on which a notice of lis pendens has been served, and sold to
the state at a tax judgment sale is one year from the date of sale.

The period of redemption for all real property constituting a mixed municipal solid waste
disposal facility that is a qualified facility under section 115B.39, subdivision 1, is one year from
the date of the sale to the state of Minnesota.

Sec. 24. Minnesota Statutes 2012, section 290A.03, subdivision 3, is amended to read:

Subd. 3. Income. (1) "Income" means the sum of the following:

(a) federal adjusted gross income as defined in the Internal Revenue Code; and
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(b) the sum of the following amounts to the extent not included in clause (a):
(i) all nontaxable income;

(i1) the amount of a passive activity loss that is not disallowed as a result of section 469, paragraph
(i) or (m) of the Internal Revenue Code and the amount of passive activity loss carryover allowed
under section 469(b) of the Internal Revenue Code;

(ii1) an amount equal to the total of any discharge of qualified farm indebtedness of a solvent
individual excluded from gross income under section 108(g) of the Internal Revenue Code;

(iv) cash public assistance and relief;

(v) any pension or annuity (including railroad retirement benefits, all payments received under
the federal Social Security Act, Supplemental Security Income, and veterans benefits), which was
not exclusively funded by the claimant or spouse, or which was funded exclusively by the claimant
or spouse and which funding payments were excluded from federal adjusted gross income in the
years when the payments were made;

(vi) interest received from the federal or a state government or any instrumentality or political
subdivision thereof;

(vii) workers' compensation;
(viii) nontaxable strike benefits;

(ix) the gross amounts of payments received in the nature of disability income or sick pay as a
result of accident, sickness, or other disability, whether funded through insurance or otherwise;

(x) a lump-sum distribution under section 402(e)(3) of the Internal Revenue Code of 1986, as
amended through December 31, 1995;

(xi) contributions made by the claimant to an individual retirement account, including a qualified
voluntary employee contribution; simplified employee pension plan; self-employed retirement plan;
cash or deferred arrangement plan under section 401(k) of the Internal Revenue Code; or deferred
compensation plan under section 457 of the Internal Revenue Code;

(xii) nontaxable scholarship or fellowship grants;
(xiii) the amount of deduction allowed under section 199 of the Internal Revenue Code;
(xiv) the amount of deduction allowed under section 220 or 223 of the Internal Revenue Code;

(xv) the amount of tuition expenses required to be added to income under section 290.01,
subdivision 19a, clause (12);

(xvi) the amount deducted for certain expenses of elementary and secondary school teachers
under section 62(a)(2)(D) of the Internal Revenue Code; and

(xvii) unemployment compensation.

In the case of an individual who files an income tax return on a fiscal year basis, the term "federal
adjusted gross income" shall mean federal adjusted gross income reflected in the fiscal year ending
in the calendar year. Federal adjusted gross income shall not be reduced by the amount of a net
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operating loss carryback or carryforward or a capital loss carryback or carryforward allowed for the
year.

(2) "Income" does not include:
(a) amounts excluded pursuant to the Internal Revenue Code, sections 101(a) and 102;

(b) amounts of any pension or annuity which was exclusively funded by the claimant or spouse
and which funding payments were not excluded from federal adjusted gross income in the years
when the payments were made;

(c) surplus food or other relief in kind supplied by a governmental agency;
(d) relief granted under this chapter;

(e) child support payments received under a temporary or final decree of dissolution or legal
separation; or

(f) restitution payments received by eligible individuals and excludable interest as defined in
section 803 of the Economic Growth and Tax Relief Reconciliation Act of 2001, Public Law 107-16.

(3) The e Wing-a ay-be acte e A claimant, other than
one who has rent constituting property taxes, may subtract from income the sum of the following
amounts:

(a) for the claimant's first dependent, the exemption amount multiplied by 1.4;
(b) for the claimant's second dependent, the exemption amount multiplied by 1.3;
(c) for the claimant's third dependent, the exemption amount multiplied by 1.2;
(d) for the claimant's fourth dependent, the exemption amount multiplied by 1.1;
(e) for the claimant's fifth dependent, the exemption amount; and

() if the claimant or claimant's spouse who occupies the homestead was disabled or attained the
age of 65 on or before December 31 of the year for which the taxes were levied or rent paid, the
exemption amount.

(4) A claimant who has rent constituting property taxes may subtract from income the sum of
the following amounts:

(a) for the claimant's first dependent, the exemption amount multiplied by 1.5;

(b) for the claimant's second dependent, the exemption amount multiplied by 1.4;

(c) for the claimant's third dependent, the exemption amount multiplied by 1.3;

(d) for the claimant's fourth dependent, the exemption amount multiplied by 1.2;

(e) for the claimant's fifth dependent, the exemption amount multiplied by 1.1;

(f) if the claimant was disabled or attained the age of 65 on or before December 31 of the year
for which the rent constituting property taxes was paid, the exemption amount times 1.5; and
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(g) if the claimant's spouse who occupies the homestead was disabled or attained the age of 65
on or before December 31 of the year for which the rent constituting property taxes were paid, the
exemption amount.

For purposes of this subdivision, the "exemption amount" means the exemption amount under
section 151(d) of the Internal Revenue Code for the taxable year for which the income is reported.

EFFECTIVE DATE. This section is effective beginning with refunds based on rent constituting
property taxes paid after December 31, 2012.

Sec. 25. Minnesota Statutes 2012, section 290A.04, subdivision 2a, is amended to read:

Subd. 2a. Renters. A claimant whose rent constituting property taxes exceeds the percentage
of the household income stated below must pay an amount equal to the percent of income shown
for the appropriate household income level along with the percent to be paid by the claimant of the
remaining amount of rent constituting property taxes. The state refund equals the amount of rent

constituting property taxes that remain, up to the maximum state refund amount shown below.

Maximum

Percent Paid by State

Household Income Percent of Income Claimant Refund
$0 to 3;589 +196
4,910 1.0 percent 5 percent $ 1,790

4911 to 6,530 1.0 percent S percent $ 1,790
6,531 to 8,160 1.1 percent S percent $ 1,790
5,970t08;369 16 +196
8,161 to 11,440 1.2 percent S percent $ 1,790
8,370-to16,759 15 +196
11,441 to 14,710 1.3 percent 10 percent $ 1,790
14,711 to 16,340 1.4 percent 10 percent $ 1,790
1956-to13;139 26 +196
16,341 to 17,960 1.4 percent 135 percent $ 1,790
13;140-to 15,539 26 +196
17,961 to 21,240 1.5 percent 15 percent $ 1,790
21,241 to 22,870 1.6 percent 15 percent $ 1,790
16,730t +7919 25 +196
22,871 to 24,500 1.7 percent 20 percent $ 1,790
17,926-t026;319 25 +190
24,501 to 27,780 1.8 percent 20 percent $ 1,790
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26;326-t021;509
27,781 to 29,400

21516-t0-22;699
29,401 to 31,030

22;706-t0-23;899
31,031 to 32,670

23;906-t0-25,089
32,671 to 34,300

25,096-t0-26,289
34,301 to 35,940

26,296-t027,489
35,941 to 37,580

27490t028,679
37,581 to 39,200

28;680-t029,;869
39,201 to 40,830

29,870t031,679
40,831 to 42,490

31080-t032,269
42,491 to 44,110

32;270t033459
44,111 to 45,740

33;460-to34,649
45,741 to 47,370

34,650-t035,849
47,371 to 49,010

35,850t037,049
49,011 to 50,650

37,656-t0-38;239
50,651 to 52,270

38;240-t0-39,439
52,271 to 53,910

38;440-t040;629
53,911 to 55,540

40,630-to 41,819
55,541 to 57,170
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1.9 percent

2.0 percent

2.2 percent

2.4 percent
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2.7 percent

2.8 percent
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3.2 percent

3.3 percent

3.4 percent

3.5 percent

3.5 percent

3.5 percent

3.5 percent

3.5 percent
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35 percent

&

40 percent
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40 percent

S

45 percent

S
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S

45 percent
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45 percent
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$ 1,790

i

i

i

i

i

E

i

E

E

E

$ 180

The payment made to a claimant is the amount of the state refund calculated under this
subdivision. No payment is allowed if the claimant's household income is $4+826-or more than

$57,170.
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EFFECTIVE DATE. This section is effective beginning with refunds based on rent constituting
property taxes paid after December 31, 2012.

Sec. 26. Minnesota Statutes 2012, section 290A.04, subdivision 4, is amended to read:

Subd. 4. Inflation adjustment. (a) 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 subdivisions 2 and 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 as provided in this
subdivision.

(b) In adjusting the dollar amounts of the income thresholds and the maximum refunds under
subdivision 2 for inflation, the percentage increase shall be determined from the year ending on June
30, 2011, to the year ending on June 30 of the year preceding that in which the refund is payable.

(¢) In adjusting the dollar amounts of the income thresholds and the maximum refunds under
subdivision 2a for inflation, the percentage increase shall be determined from the year ending on
June 30, 2660 2013, to the year ending on June 30 of the year preceding that in which the refund is
payable.

(d) The commissioner shall use the appropriate percentage increase to annually adjust the income
thresholds and maximum refunds under subdivisions 2 and 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.

(e) 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 with refunds based on rent paid after
December 31, 2013.

Sec. 27. Minnesota Statutes 2012, section 290C.02, subdivision 6, is amended to read:

Subd. 6. Forest land. "Forest land" means land containing a minimum of 20 contiguous acres
for which the owner has implemented a forest management plan that was prepared or updated within
the past ten years by an approved plan writer. For purposes of this subdivision, acres are considered
to be contiguous even if they are separated by a road, waterway, railroad track, or other similar
intervening property. At least 50 percent of the contiguous acreage must meet the definition of forest
land in section 88.01, subdivision 7. For the purposes of sections 290C.01 to 290C.11, forest land
does not include (i) land used for residential or agricultural purposes, (ii) land enrolled in the reinvest
in Minnesota program, a state or federal conservation reserve or easement reserve program under
sections 103F.501 to 103F.531, the Minnesota agricultural property tax law under section 273.111,
or land subject to agricultural land preservation controls or restrictions as defined in section 40A.02
or under the Metropolitan Agricultural Preserves Act under chapter 473H, or (iii) land exceeding
60,000 acres that is subject to a single conservation easement funded under section 97A.056 or
a comparable permanent easement conveyed to a governmental nonprofit entity; or (iv) any land
that becomes subject to a conservation easement funded under section 97A.056 or a comparable
permanent easement conveyed to a governmental or nonprofit entity after the effective date of this
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act; or (v) land improved with a structure, pavement, sewer, campsite, or any road, other than a
township road, used for purposes not prescribed in the forest management plan.

EFFECTIVE DATE. This section is effective for calculations made in 2013 and thereafter.

Sec. 28. Minnesota Statutes 2012, section 290C.03, is amended to read:
290C.03 ELIGIBILITY REQUIREMENTS.

(a) Land may be enrolled in the sustainable forest incentive program under this chapter if all of
the following conditions are met:

(1) the land consists of at least 20 contiguous acres and at least 50 percent of the land must meet
the definition of forest land in section 88.01, subdivision 7, during the enrollment;

(2) a forest management plan for the land must be prepared by an approved plan writer and
implemented during the period in which the land is enrolled;

(3) timber harvesting and forest management guidelines must be used in conjunction with any
timber harvesting or forest management activities conducted on the land during the period in which
the land is enrolled;

(4) the land must be enrolled for a minimum of eight years;
(5) there are no delinquent property taxes on the land; and

(6) claimants enrolling more than 1,920 acres in the sustainable forest incentive program must
allow year-round, nonmotorized access to fish and wildlife resources and motorized access on
established and maintained roads and trails, unless the road or trail is temporarily closed for safety,
natural resource, or road damage reasons on enrolled land except within one-fourth mile of a
permanent dwelling or during periods of high fire hazard as determined by the commissioner of
natural resources.

(b) Claimants required to allow access under paragraph (a), clause (6), do not by that action:
(1) extend any assurance that the land is safe for any purpose;

(2) confer upon the person the legal status of an invitee or licensee to whom a duty of care is
owed; or

(3) assume responsibility for or incur liability for any injury to the person or property caused by
an act or omission of the person.

EFFECTIVE DATE. This section is effective for calculations made in 2013 and thereafter.

Sec. 29. Minnesota Statutes 2012, section 290C.055, is amended to read:
290C.055 LENGTH OF COVENANT.

(a) The covenant remains in effect for a minimum of eight years. If land is removed from the
program before it has been enrolled for four years, the covenant remains in effect for eight years
from the date recorded.
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(b) If land that has been enrolled for four years or more is removed from the program for any
reason, there is a waiting period before the covenant terminates. The covenant terminates on January
1 of the fifth calendar year that begins after the date that:

(1) the commissioner receives notification from the claimant that the claimant wishes to remove
the land from the program under section 290C.10; or

(2) the date that the land is removed from the program under section 290C.11.
(c) Notwithstanding the other provisions of this section, the covenant is terminated:

(1) at the same time that the land is removed from the program due to acquisition of title or
possession for a public purpose under section 290C.10; or

(2) at the request of the claimant after a reduction in payments due to changes in the payment
formula under section 290C.07.

EFFECTIVE DATE. This section is effective for calculations made in 2013 and thereafter.

Sec. 30. Minnesota Statutes 2012, section 290C.07, is amended to read:
290C.07 CALCULATION OF INCENTIVE PAYMENT.

fa) An approved claimant under the sustainable forest incentive program is eligible to receive an
annual payment. The payment shall equal $7 $7.25 per acre for each acre enrolled in the sustainable
forest incentive program.

EFFECTIVE DATE. This section is effective for calculations made in 2013 and thereafter.

Sec. 31. Minnesota Statutes 2012, section 428A.101, is amended to read:
428A.101 DEADLINE FOR SPECIAL SERVICE DISTRICT UNDER GENERAL LAW.

The establishment of a new special service district after June 30, 2643 2018, requires enactment
of a special law authorizing the establishment.

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

Sec. 32. Minnesota Statutes 2012, section 428A.21, is amended to read:

428A.21 DEADLINE FOR HOUSING IMPROVEMENT DISTRICTS UNDER
GENERAL LAW.

The establishment of a new housing improvement area after June 30, 20+3 2018, requires
enactment of a special law authorizing the establishment of the area.

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

Sec. 33. Minnesota Statutes 2012, section 435.19, subdivision 2, is amended to read:

Subd. 2. State property. In the case of property owned by the state or any instrumentality
thereof, the governing body of the city or town may must determine the amount that would have been
assessed had the land been privately owned. Such The determination shall be made only after the
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governing body has held a hearing on the proposed assessment after at least two weeks' notice of the
hearing has been given by registered or certified mail to the head of the instrumentality, department
or agency having jurisdiction over the property. The instrumentality, department, or agency may,
after consultation and agreement by the governing body of the city or town, pay an amount less than
the amount determined. The amount thus determined may be paid by the instrumentality, department

or agency from available funds. If no funds are available and such instrumentality, department or
agency is supported in whole or in part by appropriations from the general fund, then it shall include

in its next budget request the ‘amount thus determmed No—msﬁmnenta:hfy—&e}mem—ar-agmcy

EFFECTIVE DATE. This section is effective for assessment year 2013 and thereafter, for taxes
payable in 2014 and thereafter.

Sec. 34. Minnesota Statutes 2012, section 435.19, is amended by adding a subdivision to read:

Subd. 6. Appropriation. (a) There is annually appropriated from the general fund and credited
to the agency assessment account in the special revenue fund, $5,000,000 in fiscal year 2014 and
each year thereafter. Money in the agency assessment account is appropriated annually to the
commissioner of revenue for grants to reimburse instrumentalities, departments, or agencies for
payment of special assessments, as required under subdivision 2.

(b) Of the amounts appropriated in paragraph (a), the commissioner shall first allocate
$2,000,000 in fiscal year 2014 only to the city of Moose Lake to reimburse for payments related
to connection of state facilities to the sewer line.

(c) Notwithstanding the allocation under paragraph (b), the commissioner shall distribute the
reimbursements equally between the metropolitan area and greater Minnesota.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 35. Minnesota Statutes 2012, section 473F.08, is amended by adding a subdivision to read:

Subd. 3c. Bloomington computation. Effective for property taxes payable in 2014 through
taxes payable in 2023, after the Hennepin County auditor has computed the areawide portion of the
levy for the city of Bloomington pursuant to subdivision 3, clause (a), the auditor shall annually add
$4,000,000 to the city of Bloomington's areawide portion of the levy. The total areawide portion
of the levy for the city of Bloomington, including the additional $4,000,000 certified pursuant to
this subdivision shall be certified by the Hennepin County auditor to the administrative auditor
pursuant to subdivision 5. The Hennepin County auditor shall distribute to the city of Bloomington
the additional areawide portion of the levy computed pursuant to this subdivision at the same time
that payments are made to the other counties pursuant to subdivision 7a. The additional distribution
to the city of Bloomington under this subdivision terminates effective for taxes payable year 2023.

EFFECTIVE DATE. This section is effective for taxes payable years 2014 through 2023.

Sec. 36. Laws 1988, chapter 645, section 3, as amended by Laws 1999, chapter 243, article 6,
section 9, Laws 2000, chapter 490, article 6, section 15, and Laws 2008, chapter 154, article 2,
section 30, is amended to read:

Sec. 3. TAX; PAYMENT OF EXPENSES.
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(a) The tax levied by the hospital district under Minnesota Statutes, section 447.34, must not be
levied at a rate that exceeds the amount authorized to be levied under that section. The proceeds of
the tax may be used for all purposes of the hospital district, except as provided in paragraph (b).

(b) 0.015 percent of taxable market value of the tax in paragraph (a) may be used sotety by the
Cook ambulance service and the Orr ambulance service for the purpose of eapttal-expenditures-as
itrefatesto:

(1) ambulance acquisitions for the Cook ambulance service and the Orr ambulance service and

not;

(2) attached and portable equipment for use in and for the ambulances; and

(3) parts and replacement parts for maintenance and repair of the ambulances.

The money may not be used for administrative, operation, or salary expenses.

(c) The part of the levy referred to in paragraph (b) must be administered by the Cook Hospital
and passed on 1n equal arnounts dlrectly to the Cook area ambulance serv1ce board and the 01ty of
Orr to be held : ; ; S eithe ook
SCﬂTCC‘OT‘ﬂTC‘@i‘l“&ﬁTb‘CﬂﬁﬁCC‘SCTVrCC used for the purposes in paragraph (b)

Sec. 37. Laws 1999, chapter 243, article 6, section 11, is amended to read:
Sec. 11. CEMETERY LEVY FOR SAWYER BY CARLTON COUNTY.

SubdivistonTevyautherized: Notwithstanding other law to the contrary, the Carlton county

board of commissioners may annually levy in and for the unorganized township of Sawyer an

amount up—to—$—l—696—a—nnua-l—l-y for cemetery purposes;-beginning-with-taxespayable-in2060-and

EFFECTIVE DATE. This section applies to taxes payable in 2014 and thereafter, and is
effective the day after the Carlton county board of commissioners and its chief clerical officer
timely complete their compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 38. Laws 2008, chapter 366, article 5, section 33, the effective date, is amended to read:

EFFECTIVE DATE. This section is effective for taxes levied in 2008, payable in 2009, and is
repealed effective for taxes levied in 2613 2018, payable in 20+4 2019, and thereafter.

EFFECTIVE DATE. This section is effective beginning with taxes payable in 2014.

Sec. 39. Laws 2010, chapter 389, article 1, section 12, the effective date, is amended to read:

EFFECTIVE DATE. This section is effective for assessment years 2010 and—26+t through
2016, for taxes payable in 2011 and-26+2 through 2017.

EFFECTIVE DATE. This section is effective for assessment years 2012 through 2016.

Sec. 40. REIMBURSEMENT FOR PROPERTY TAX ABATEMENTS;
APPROPRIATION.
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Subdivision 1. Reimbursement. The commissioner of revenue shall reimburse taxing
jurisdictions for property tax abatements granted in Hennepin County under Laws 2011, First
Special Session chapter 7, article 5, section 13, notwithstanding the time limits contained in that
section. The reimbursements must be made to each taxing jurisdiction pursuant to the certification
of the Hennepin County auditor.

Subd. 2. Appropriation. In fiscal year 2014 only, $336,000 is appropriated to the commissioner
of revenue from the general fund to make the payments required in this section.

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

Sec. 41. ST. PAUL BALL PARK, PROPERTY TAX EXEMPTION; SPECIAL
ASSESSMENT.

Any real or personal property acquired, owned, leased, controlled, used, or occupied by the
city of St. Paul for the primary purpose of providing a ball park for a minor league baseball team is
declared to be acquired, owned, leased, controlled, used, and occupied for public, governmental, and
municipal purposes, and is exempt from ad valorem taxation by the state or any political subdivision
of the state, provided that the properties are subject to special assessments levied by a political
subdivision for a local improvement in amounts proportionate to and not exceeding the special
benefit received by the properties from the improvement. In determining the special benefit received
by the properties, no possible use of any of the properties in any manner different from their intended
use for providing a minor league ballpark at the time may be considered. Notwithstanding Minnesota
Statutes, section 272.01, subdivision 2, or 273.19, real or personal property subject to a lease or use
agreement between the city and another person for uses related to the purposes of the operation of
the ballpark and related parking facilities is exempt from taxation regardless of the length of the
lease or use agreement. This section, insofar as it provides an exemption or special treatment, does
not apply to any real property that is leased for residential, business, or commercial development or
other purposes different from those necessary to the provision and operation of the ball park.

EFFECTIVE DATE. This section is effective the day after compliance by the governing body
of the city of St. Paul with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 42. PUBLIC ENTERTAINMENT FACILITY; PROPERTY TAX EXEMPTION;
SPECIAL ASSESSMENT.

Any real or personal property acquired, owned, leased, controlled, used, or occupied by the city
of Minneapolis for the primary purpose of providing an arena for a professional basketball team is
declared to be acquired, owned, leased, controlled, used, and occupied for public, governmental, and
municipal purposes, and is exempt from ad valorem taxation by the state or any political subdivision
of the state, provided that the properties are subject to special assessments levied by a political
subdivision for a local improvement in amounts proportionate to and not exceeding the special
benefit received by the properties from the improvement. In determining the special benefit received
by the properties, no possible use of any of the properties in any manner different from their intended
use for providing a professional basketball arena at the time may be considered. Notwithstanding
Minnesota Statutes, section 272.01, subdivision 2, or 273.19, real or personal property subject to
a lease or use agreement between the city and another person for uses related to the purposes of
the operation of the arena and related parking facilities is exempt from taxation regardless of the
length of the lease or use agreement. This section, insofar as it provides an exemption or special
treatment, does not apply to any real property that is leased for residential, business, or commercial
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development, or for other purposes different from those necessary to the provision and operation of
the arena.

EFFECTIVE DATE. This section is effective the day after compliance by the governing body
of the city of Minneapolis with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 43. PUBLIC ENTERTAINMENT FACILITY; CONSTRUCTION MANAGER AT
RISK.

(a) For any real or personal property acquired, owned, leased, controlled, used, or occupied by
the city of Minneapolis for the primary purpose of providing an arena for a professional basketball
team, the city of Minneapolis may contract for construction, materials, supplies, and equipment in
accordance with Minnesota Statutes, section 471.345, except that the city may employ or contract
with persons, firms, or corporations to perform one or more or all of the functions of an engineer,
architect, construction manager, or program manager with respect to all or any part of a project
to renovate, refurbish, and remodel the arena under either the traditional design-bid-build or
construction manager at risk, or a combination thereof.

(b) The city may prepare a request for proposals for one or more of the functions described in
paragraph (a). The request must be published in a newspaper of general circulation. The city may
prequalify offerors by issuing a request for qualifications, in advance of the request for proposals,
and select a short list of responsible offerors to submit proposals.

(c) As provided in the request for proposals, the city may conduct discussions and negotiations
with responsible offerors in order to determine which proposal is most advantageous to the city
and to negotiate the terms of an agreement. In conducting discussions, there shall be no disclosure
of any information derived from proposals submitted by competing offerors and the content of all
proposals is nonpublic data under Minnesota Statutes, chapter 13, until such time as a notice to
award a contract is given by the city.

(d) Upon agreement on the guaranteed maximum price, the construction manager or program
manager may enter into contracts with subcontractors for labor, materials, supplies, and equipment
for the renovation project through the process of public bidding, except that the construction
manager or program manager may, with the consent of the city:

(1) narrow the listing of eligible bidders to those that the construction manager or program
manager determines to possess sufficient expertise to perform the intended functions;

(2) award contracts to the subcontractors that the construction manager or program manager
determines provide the best value under a request for proposals, as described in Minnesota Statutes,
section 16C.28, subdivision 1, paragraph (a), clause (2)(c), that are not required to be the lowest
responsible bidder; and

(3) for work the construction manager or program manager determines to be critical to the
completion schedule, perform work with its own forces without soliciting competitive bids or
proposals, if the construction manager or program manager provides evidence of competitive
pricing.

EFFECTIVE DATE. This section is effective the day after compliance by the governing body
of the city of Minneapolis with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec. 44. MORATORIUM ON CHANGES IN ASSESSMENT PRACTICE.
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(a) An assessor may not deviate from current practices or policies used generally in assessing or
determining the taxable status of property used in the production of biofuels, wine, beer, distilled
beverages, or dairy products.

(b) An assessor may not change the taxable status of any existing property involved in the
industrial processes identified in paragraph (a), unless the change is made as a result of a change in
the use of property, or to correct an error. For currently taxable properties, the assessor may change
the estimated market value of the property.

EFFECTIVE DATE. This section is effective for assessment years 2013 and 2014 only.

Sec. 45. STUDY AND REPORT ON CERTAIN PROPERTY USED IN BUSINESS AND
PRODUCTION.

In order to provide the legislature with information and recommendations related to the past,
present, and future options for assessment of property used in business and production activities,
the commissioner of revenue with the cooperation of the commissioners of agriculture and
economic development must study the impact of alternative interpretations and application related
to the real and personal property provisions contained in Minnesota Statutes, section 272.03,
subdivisions 1 and 2. The commissioner must report a summary of findings and recommendations
to the chairs and ranking minority members of the agriculture, energy, and tax committees of the
senate and house of representatives by February 1, 2014. The commissioner shall provide for the
involvement and participation stakeholders from the business and production industry in the study
and recommendations. The study and recommendations shall include, but not be limited to:

(1) the past and present tax application to process in the production of a product;

(2) exemption from real property for process components of production such as tanks or
containment vessels or other devices wherein a molecular, chemical, or biological change occurs
such that the intended output from the production process is a different substance from that which
was introduced into the tanks, vessels, or other devices and removal of a tank, device or vessel
from the process that would stop or harm the production of the final intended product;

(3) definitions for process equipment;

(4) the potential economic and competitive impact in relation to other midwestern states;

(5) the impact on state and local taxes from 2009 to the present and into the future;

(6) the past, present, and future impact on business and production industries;

(7) impact on Minnesota's renewable energy goal attainment; and

(8) other elements considered important for legislative consideration.

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

Sec. 46. REENROLLMENT; SUSTAINABLE FOREST INCENTIVE PROGRAM.

A person who elected to terminate participation in the sustainable forest incentive program, as
provided in Laws 2011, First Special Session chapter 7, article 6, section 12, may reenroll lands
for which the claimant terminated participation. A person must apply for reenrollment under this
section within 60 days after the effective date of this section.
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EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 47. PROPERTY TAX SAVINGS REPORT.

(a) In addition to the certification of its proposed property tax levy under Minnesota Statutes,
section 275.065, each city that has a population over 500 and each county shall also include the
amount of sales and use tax paid, or was estimated to be paid, in 2012.

(b) At the time the notice of the proposed property taxes is mailed as required under Minnesota
Statutes, section 275.065, subdivision 3, the county treasurer shall also include a separate statement
providing a list of sales and use tax certified by the county and cities within their jurisdiction.

(c) At the public hearing required under Minnesota Statutes, section 275.065, subdivision 3, the
county and city must discuss the estimated savings realized to their budgets that resulted from the
sales tax exemption authorized under Minnesota Statutes, section 297A.70, subdivision 2, and how
those savings will be used for property tax levy reductions, fee reductions, and other purposes as
deemed appropriate.

Reasonable costs of preparing the notice required in this section must be apportioned between
taxing jurisdictions as follows:

(1) one-half is allocated to the county; and

(2) one-half is allocated among the cities.

The amount allocated in clause (2) must be further apportioned among all the cities in the
proportion that the number of parcels in the city bears to the number of parcels in all the cities that
have populations over 500.

EFFECTIVE DATE. This section is effective the day following final enactment, for taxes levied
in 2013 and payable in 2014.

Sec. 48. METROPOLITAN FISCAL DISPARITIES WORKING GROUP.

(a) The commissioner of revenue shall convene a working group of interested individuals to
examine the issues faced by local governments that are required to pay for services which are
otherwise generally provided throughout the seven-county metropolitan area by the Metropolitan
Council. The commissioner of revenue shall chair the initial meeting, and the working group shall
elect a chair at that initial meeting. The working group will meet at the call of the chair, but must
meet at least three times during the legislative interim. Members of the working group shall serve
without compensation. The commissioner of revenue must provide administrative support to the
working group.

(b) The working group may make its advisory recommendations to the chairs of house of
representatives and senate tax committees on or before February 1, 2014, at which time the working
group shall expire.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 49. REPEALER.

Minnesota Statutes 2012, section 275.025, subdivision 4, is repealed.

EFFECTIVE DATE. This section is effective for taxes payable in 2014,
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ARTICLE 3
EDUCATION AIDS AND LEVIES
Section 1. Minnesota Statutes 2012, section 124D.11, subdivision 1, is amended to read:

Subdivision 1. General education revenue. (a) General education revenue must be paid to
a charter school as though it were a district. The general education revenue for each adjusted
marginat—cost pupil unit is the state average general education revenue per pupil unit, plus the
referendum equalization aid allowance in the pupil's district of residence, minus an amount
equal to the product of the formula allowance according to section 126C.10, subdivision 2, times
0485 .0465, calculated without basic skills revenue, extended time revenue, alternative-teacher
eompensa-t-ron—revemre— equity revenue, pension adjustment revenue, transition revenue, education
advancement revenue, and transportatlon spars1ty revenue, plus ba51c sk111s revenue, extended tlme
revenue, baste : ding S v
equity revenue, pension adjustment revenue, and transmon revenue as though the school were a

school district. The general education revenue for each extended time marginal-eost pupil unit
equals $4;378 $4,722.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2015 and later.
Sec. 2. [124D.862] ACHIEVEMENT AND INTEGRATION REVENUE.

Subdivision 1. Eligibility. A school district is eligible for achievement and integration revenue
under this section if the district has a biennial achievement and integration plan approved by the
department under section 124D.861. Priority for funding must be given to eligible school districts
that include methods that have been effective in reducing disparities in student achievement in the
district's biennial plan.

Subd. 2. Achievement and integration revenue. (a) For fiscal year 2014, initial achievement
and integration revenue for an eligible district equals the lesser of the district's expenditure for the
fiscal year under its budget according to subdivision la or the greater of: (1) 90 percent of the
district's integration revenue for fiscal year 2013 under Minnesota Statutes 2012, section 124D.86,
or (2) the sum of: (i) $327 times the district's adjusted pupil units for the prior fiscal year computed
using the pupil unit weights effective under section 126C.05 for fiscal year 2015 and later, times
the district's enrollment of protected students as a percent of its total enrollment on October | of
the prior fiscal year, plus (ii) $100 times the district's adjusted pupil units for the prior fiscal year
computed using the pupil unit weights effective under section 126C.05 for fiscal year 2015 and later
times the district's enrollment of protected students as a percent of its total enrollment on October
1 of the prior fiscal year times the district's focus rating for the prior fiscal year under Minnesota's
2012 Elementary and Secondary Education Act flexibility request.

(b) For fiscal year 2015 and later, initial achievement and integration revenue for an eligible
district equals the lesser of the district's expenditure for the fiscal year under its budget according
to subdivision la or the greater of: (1) 63 percent of the district's integration revenue for fiscal year
2013 under Minnesota Statutes 2012, section 124D.86, or (2) the sum of: (i) $327 times the district's
adjusted pupil units for the prior fiscal year computed using the pupil unit weights effective under
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section 126C.05 for fiscal year 2015 and later, times the district's enrollment of protected students as
a percent of its total enrollment on October 1 of the prior fiscal year, plus (ii) $100 times the district's
adjusted pupil units for the prior fiscal year computed using the pupil unit weights effective under
section 126C.05 for fiscal year 2015 and later, times the district's enrollment of protected students
as a percent of its total enrollment on October 1 of the prior fiscal year times the district's focus
rating for the prior fiscal year under Minnesota's 2012 Elementary and Secondary Education Act
flexibility request.

(c) In each year, .02 percent of each district's initial achievement and integration revenue is
transferred to the Department of Education for the oversight and accountability activities required
under this section and section 124D.861.

(d) A district that did not meet its achievement goals established in section 124D.861 for the
previous biennium must report to the commissioner the reasons why the goals were not met. The
district must submit a two-year improvement plan to achieve the unmet goals from its achievement
and integration plan. A district that does not meet its goals in the improvement plan must have its
initial achievement and integration revenue reduced by 20 percent for the current year.

(e) Any revenue saved by the reductions in paragraph (d) must be proportionately reallocated
on a per adjusted pupil unit basis to all districts that met their achievement goals in the previous
biennium.

Subd. 3. Achievement and integration aid. A district's achievement and integration aid for
fiscal year 2014 and later equals the difference between the district's achievement and integration
revenue and its achievement and integration levy.

Subd. 4. Achievement and integration levy. For fiscal year 2014 and later, a district may levy
an amount equal to 30 percent of the district's achievement and integration revenue as defined in
subdivision 2. The Department of Education must adjust the levy for taxes payable in 2014 by the
difference between the levy under this section and the amount levied by the district under Laws
2011, First Special Session chapter 11, article 2, section 49, paragraph (f).

Subd. 5. Revenue reserved. Integration revenue received under this section must be reserved
and used only for the programs authorized in subdivision 6.

Subd. 6. Revenue uses. At least 80 percent of a district's achievement and integration revenue
received under this section must be used for innovative and integrated learning environments,
family engagement activities, and other approved programs providing direct services to students.
Up to 20 percent of the revenue may be used for professional development and staff development
activities, and not more than ten percent of this share of the revenue may be used for administrative
expenditures.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2014 and later.

Sec. 3. Minnesota Statutes 2012, section 126C.10, subdivision 1, is amended to read:

Subdivision 1. General education revenue. (a) For fiscal years 2013 and 2014, the general
education revenue for each district equals the sum of the district's basic revenue, extended time
revenue, gifted and talented revenue, small schools revenue, basic skills revenue, training and
experience revenue, secondary sparsity revenue, elementary sparsity revenue, transportation
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sparsity revenue, total operating capital revenue, equity revenue, alternative teacher compensation
revenue, and transition revenue.

(b) For fiscal year 2015 and later, the general education revenue for each district equals the
sum of the district's basic revenue, extended time revenue, gifted and talented revenue, declining
enrollment revenue, small schools revenue, basic supplemental revenue, basic skills revenue,
secondary sparsity revenue, elementary sparsity revenue, transportation sparsity revenue, total
operating capital revenue, education advancement revenue, equity revenue, pension adjustment
revenue, safe schools revenue, and transition revenue.

Sec. 4. Minnesota Statutes 2012, section 126C.10, subdivision 27, is amended to read:

Subd. 27. District equlty lndex (a) A dlstrrct's equlty 1ndex equals the greater of zero or the
ratio of the-s y ; ; gap—amount $1,600 minus
the district's referendum revenue under section 126C.17, subd1V1s10n 4 per adjusted pupil unit to
$1,600.

(b) A charter school's equity index equals the greater of zero or the ratio of $1,600 minus
the school's general education revenue attributable to referendum equalization aid under section
124D.11, subdivision 1, per adjusted pupil unit to $1,600.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2015 and later.

Sec. 5. Minnesota Statutes 2012, section 126C.10, is amended by adding a subdivision to read:

Subd. 37. Education advancement revenue. The education advancement revenue for each
district equals the advancement allowance times the adjusted pupil units for the school year. The
advancement allowance for fiscal year 2015 and later years is $300.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2015 and later.

Sec. 6. Minnesota Statutes 2012, section 126C.10, is amended by adding a subdivision to read:

Subd. 39. Education advancement levy. To obtain education advancement revenue, a district
may levy an amount not more than the product of its education advancement revenue for the fiscal
year times the lesser of one or the ratio of its referendum market value per resident pupil unit to the
education advancement revenue equalizing factor. The education advancement revenue equalizing
factor equals $785,000. If a district adopts a board resolution to levy less than the permitted levy,
the district's education advancement aid shall be reduced proportionately.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2015 and later.

Sec. 7. Minnesota Statutes 2012, section 126C.10, is amended by adding a subdivision to read:

Subd. 40. Education advancement aid. For fiscal year 2015 and later, a school district's
education advancement aid is the product of: (1) the difference between the district's education
advancement revenue and the education advancement levy; times (2) the ratio of the actual amount
levied to the permitted levy.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2015 and later.

Sec. 8. Minnesota Statutes 2012, section 126C.13, is amended by adding a subdivision to read:
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Subd. 3c. General education levy; districts off the formula. (a) If the amount of the general
education levy for a district exceeds the district's general education revenue, excluding equity
revenue, transition revenue, and education advancement revenue, the amount of the general
education levy must be limited to the district's general education revenue, excluding equity
revenue, transition revenue, and education advancement revenue.

(b) A levy made according to this subdivision shall also be construed to be the levy made
according to subdivision 3b.

Sec. 9. Minnesota Statutes 2012, section 126C.13, subdivision 4, is amended to read:

Subd. 4. General education aid. (a) For fiscal years 2067 2013 and tater 2014 only, a district's
general education aid is the sum of the following amounts:

(1) general education revenue, excluding equity revenue, total operating capital revenue,
alternative teacher compensation revenue, and transition revenue;

(2) operating capital aid under section 126C.10, subdivision 13b;

(3) equity aid under section 126C.10, subdivision 30;

(4) alternative teacher compensation aid under section 126C.10, subdivision 36;
(5) transition aid under section 126C.10, subdivision 33;

(6) shared time aid under section 126C.01, subdivision 7;

(7) referendum aid under section 126C.17, subdivisions 7 and 7a; and

(8) online learning aid according to section 124D.096.

(b) For fiscal year 2015 and later, a district's general education aid equals:

(1) general education revenue, excluding equity revenue, transition revenue, and education
advancement revenue, minus the general education levy, multiplied times the ratio of the actual
amount of general education levied to the permitted general education levy; plus

(2) equity aid under section 126C.10, subdivision 30; plus

(3) transition aid under section 126C.10, subdivision 33; plus

(4) education advancement aid under section 126C.10, subdivision 40; plus

(5) shared time aid under section 126C.10, subdivision 7; plus

(6) referendum aid under section 126C.17, subdivisions 7 and 7a; plus

(7) online learning aid under section 124D.096.

Sec. 10. Minnesota Statutes 2012, section 126C.17, is amended to read:
126C.17 REFERENDUM REVENUE.

. Referendum allowance. {a)yFor-fiscal-year2063—and-tater; a—district'snitial

Subdivision 1
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(a) A district's initial referendum allowance for fiscal year 2015 equals the result of the following
calculations:

(1) multiply the referendum allowance the district would have received for fiscal year 2015 under
section 126C.17, subdivision 1, based on elections held before July 1, 2013, by the resident marginal
cost pupil units the district would have counted for fiscal year 2015 under section 126C.05;

(2) add to the result of clause (1) the adjustment the district would have received under section
127A.47, subdivision 7, paragraphs (a), (b), and (c), based on elections held before July 1, 2013;

(3) divide the result of clause (2) by the district's adjusted pupil units for fiscal year 2015,
notwithstanding section 126C.05, subdivision 1, paragraph (d), calculated as though a kindergarten
pupil not included in section 126C.05, subdivision 1, paragraph (c), is counted as 0.55 pupil units,
and subtract $300; and

(4) if the result of clause (3) is less than zero, set the allowance to zero.

(b) A district's referendum allowance equals the sum of the district's initial referendum allowance
for fiscal year 2015, plus any additional referendum allowance per adjusted pupil unit authorized
after June 30, 2013, minus any allowances expiring in fiscal year 2016 or later. For a district with
more than one referendum allowance for fiscal year 2015 under section 126C.17, the allowance
calculated under paragraph (a) must be divided into components such that the same percentage of
the district's allowance expires at the same time as the old allowances would have expired under
section 126C.17.

Subd. 2. Referendum allowance limit. (a) Notwithstanding subdivision 1, for fiscal year 2667

2015 and later, a district's referendum allowance mustnot-exeeed-thegreater-of:

b afateaa e o . a1 . Ccno aq Q0 A4
W vV 7
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s is the base
referendum amount calculated in paragraph (b) minus $3OO A dlstrlct' referendum allowance
under this subdivision must not be less than zero.

(b) The base referendum amount is the annual inflationary increase as calculated under paragraph
(b)ror times the greatest of:

(1) $1,845;

(2) the sum of the referendum revenue the district would have received for fiscal year 2015 under
section 126C.17, subdivision 4, based on elections held before July 1, 2013, and the adjustment the
district would have received under section 127A.47, subdivision 7, paragraphs (a), (b), and (c),
based on elections held before July 1, 2013, divided by the district's adjusted pupil units for fiscal
year 2015, notwithstanding section 126C.05, subdivision 1, paragraph (d), calculated as though a
kindergarten pupil not included in section 126C.05, subdivision 1, paragraph (c), is counted as 0.55
pupil units; or

(3) the product of the referendum allowance limit the district would have received for fiscal year
2015 under section 126C.17, subdivision 2, and the resident marginal cost pupil units the district
would have received for fiscal year 2015 under section 126C.05, subdivision 6, plus the adjustment
the district would have received under section 127A.47, subdivision 7, paragraphs (a), (b), and (c),
based on elections held before July 1, 2013, divided by the district's adjusted pupil units for fiscal
year 2015, notwithstanding section 126C.05, subdivision 1, paragraph (d), calculated as though a
kindergarten pupil not included in section 126C.05, subdivision 1, paragraph (c), is counted as 0.55
pupil units; or

3) (4) for a newly reorganized district created after July 1, 2606 2013, the referendum revenue
authority for each reorganizing district in the year preceding reorganization divided by its restdent
marginat-cost adjusted pupil units for the year preceding reorganization.

tb) (c) For purposes of this subdivision, for fiscal year 2665 2016 and later, "inflationary
increase" means one plus the percentage change in the Consumer Price Index for urban consumers,
as prepared by the United States Bureau of Labor Standards, for the current fiscal year to fiscal year
2604 2015. For fiscal years2009 year 2016 and later, for purposes of paragraph (a), clause (1) (3),
the inflationary increase equals the-inflationary-increase-forfiscal-year 2608 pltus one-fourth of the
percentage increase in the formula allowance for that year compared with the formula allowance
for fiscal year 26068 2015.

Subd. 3. Sparsity exception. A district that qualifies for sparsity revenue under section 126C.10
is not subject to a referendum allowance limit.

Subd. 4. Total referendum revenue. The total referendum revenue for each district equals the
district's referendum allowance times the residentmarginat-cost adjusted pupil units for the school
year.

Subd. 5. Referendum equalization revenue. (a) Forfiscal-year2003—andtater; A district's

referendum equalization revenue equals the sum of the first tier referendum equalization revenue
and the second tier referendum equalization revenue.

(b) A district's first tier referendum equalization revenue equals the district's first tier referendum
equalization allowance times the district's restdent-marginal-eost adjusted pupil units for that year.
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Forfiscal-year2068-andHater; A district's first tier referendum equalization allowance equals the
lesser of the district's referendum allowance under subdivision 1 or $766 $775.

(d) A district's second tier referendum equalization revenue equals the district's second tier
referendum equalization allowance times the district's resident-marginal-cost adjusted pupil units
for that year.

fater; A district's second tier referendum equalization allowance equals the lesser of the district's
referendum allowance under subdivision 1 or 26 25 percent of the formula allowance, minus the
district's first tier referendum equalization allowance.

(f) Notwithstanding paragraph (e), the second tier referendum allowance for a district qualifying
for secondary sparsity revenue under section 126C.10, subdivision 7, or elementary sparsity revenue
under section 126C.10, subdivision 8, equals the district's referendum allowance under subdivision
1 minus the district's first tier referendum equalization allowance.

Subd. 6. Referendum equalization levy. (a) For fiscal year 2003 and later, a district's
referendum equalization levy equals the sum of the first tier referendum equalization levy and the
second tier referendum equalization levy.

(b) A district's first tier referendum equalization levy equals the district's first tier referendum
equalization revenue times the lesser of one or the ratio of the district's referendum market value

per resident marginat-cost pupil unit to $476;660 $538,200.

(c) A district's second tier referendum equalization levy equals the district's second tier
referendum equalization revenue times the lesser of one or the ratio of the district's referendum

market value per resident marginat-eost pupil unit to $276,006 $259,415.

Subd. 7. Referendum equalization aid. (a) A district's referendum equalization aid equals the
difference between its referendum equalization revenue and levy.

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

(c) Notwithstanding paragraph (a), the referendum equalization aid for a district, where the
referendum equalization aid under paragraph (a) exceeds 90 percent of the referendum revenue,
must not exceed 26 25 percent of the formula allowance times the district's resident-marginal-cost
adjusted pupil units. A district's referendum levy is increased by the amount of any reduction in
referendum aid under this paragraph.

Subd. 7a. Referendum tax base replacement aid. For each school district that had a referendum
allowance for fiscal year 2002 exceeding $415, for each separately authorized referendum levy,
the commissioner of revenue, in consultation with the commissioner of education, shall certify
the amount of the referendum levy in taxes payable year 2001 attributable to the portion of the
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referendum allowance exceeding $415 levied against property classified as class 2, noncommercial
4c(1), or 4c(4), under section 273.13, excluding the portion of the tax paid by the portion of class
2a property consisting of the house, garage, and surrounding one acre of land. The resulting amount
must be used to reduce the district's referendum levy amount otherwise determined, and must be
paid to the district each year that the referendum authority remains in effect, is renewed, or new
referendum authority is approved. The aid payable under this subdivision must be subtracted from
the district's referendum equalization aid under subdivision 7. The referendum equalization aid after
the subtraction must not be less than zero.

Subd. 7b. Referendum aid guarantee. (a) Notwithstanding subdivision 7, a district's
referendum equalization aid for fiscal year 2015 must not be less than the sum of the referendum
equalization aid the district would have received for fiscal year 2015 under section 126C.17,
subdivision 7, and the adjustment the district would have received under section 127A.47,
subdivision 7, paragraphs (a), (b), and (c).

(b) Notwithstanding subdivision 7, referendum equalization aid for fiscal year 2016 and later,
for a district qualifying for additional aid under paragraph (a) for fiscal year 2015, must not be
less than the product of (1) the district's referendum equalization aid for fiscal year 2015, times
(2) the lesser of one or the ratio of the district's referendum revenue for that school year to the
district's referendum revenue for fiscal year 2015, times (3) the lesser of one or the ratio of the
district's referendum market value used for fiscal year 2015 referendum equalization calculations to
the district's referendum market value used for that year's referendum equalization calculations.

Subd. 8. Unequalized referendum levy. Each year, a district may levy an amount equal to
the difference between its total referendum revenue according to subdivision 4 and its referendum
equalization revenue according to subdivision 5.

Subd. 9. Referendum revenue. (a) The revenue authorized by section 126C.10, subdivision 1,
may be increased in the amount approved by the voters of the district at a referendum called for the
purpose. The referendum may be called by the board. The referendum must be conducted one or
two calendar years before the increased levy authority, if approved, first becomes payable. Only one
election to approve an increase may be held in a calendar year. Unless the referendum is conducted
by mail under subdivision 11, paragraph (a), the referendum must be held on the first Tuesday after
the first Monday in November. The ballot must state the maximum amount of the increased revenue
per resident-marginat-cost adjusted pupil unit. The ballot may state a schedule, determined by the
board, of increased revenue per restdentmarginal-cost adjusted pupil unit that differs from year to
year over the number of years for which the increased revenue is authorized or may state that the
amount shall increase annually by the rate of inflation. For this purpose, the rate of inflation shall be
the annual inflationary increase calculated under subdivision 2, paragraph (b). The ballot may state
that existing referendum levy authority is expiring. In this case, the ballot may also compare the
proposed levy authority to the existing expiring levy authority, and express the proposed increase
as the amount, if any, over the expiring referendum levy authority. The ballot must designate the
specific number of years, not to exceed ten, for which the referendum authorization applies. The
ballot, including a ballot on the question to revoke or reduce the increased revenue amount under
paragraph (c), must abbreviate the term "per residentmarginat-cost adjusted pupil unit" as "per
pupil." The notice required under section 275.60 may be modified to read, in cases of renewing
existing levies at the same amount per pupil as in the previous year:
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"BY VOTING "YES" ON THIS BALLOT QUESTION, YOU ARE VOTING TO EXTEND
AN EXISTING PROPERTY TAX REFERENDUM THAT IS SCHEDULED TO EXPIRE."

The ballot may contain a textual portion with the information required in this subdivision and a
question stating substantially the following:

"Shall the increase in the revenue proposed by (petition to) the board of ......... , School District
No. .., be approved?"

If approved, an amount equal to the approved revenue per residentmarginal-cost adjusted pupil
unit times the restdentmarginal-cost adjusted pupil units for the school year beginning in the year

after the levy is certified shall be authorized for certification for the number of years approved, if
applicable, or until revoked or reduced by the voters of the district at a subsequent referendum.

(b) The board must prepare and deliver by first class mail at least 15 days but no more than 30
days before the day of the referendum to each taxpayer a notice of the referendum and the proposed
revenue increase. The board need not mail more than one notice to any taxpayer. For the purpose of
giving mailed notice under this subdivision, owners must be those shown to be owners on the records
of the county auditor or, in any county where tax statements are mailed by the county treasurer,
on the records of the county treasurer. Every property owner whose name does not appear on the
records of the county auditor or the county treasurer is deemed to have waived this mailed notice
unless the owner has requested in writing that the county auditor or county treasurer, as the case
may be, include the name on the records for this purpose. The notice must project the anticipated
amount of tax increase in annual dollars for typical residential homesteads, agricultural homesteads,
apartments, and commercial-industrial property within the school district.

The notice for a referendum may state that an existing referendum levy is expiring and project
the anticipated amount of increase over the existing referendum levy in the first year, if any,
in annual dollars for typical residential homesteads, agricultural homesteads, apartments, and
commercial-industrial property within the district.

The notice must include the following statement: "Passage of this referendum will result in
an increase in your property taxes." However, in cases of renewing existing levies, the notice
may include the following statement: "Passage of this referendum extends an existing operating
referendum at the same amount per pupil as in the previous year."

(c) A referendum on the question of revoking or reducing the increased revenue amount
authorized pursuant to paragraph (a) may be called by the board. A referendum to revoke or
reduce the revenue amount must state the amount per resident marginal cost pupil unit by which
the authority is to be reduced. Revenue authority approved by the voters of the district pursuant
to paragraph (a) must be available to the school district at least once before it is subject to a
referendum on its revocation or reduction for subsequent years. Only one revocation or reduction
referendum may be held to revoke or reduce referendum revenue for any specific year and for
years thereafter.

(d) The approval of 50 percent plus one of those voting on the question is required to pass a
referendum authorized by this subdivision.

(e) Atleast 15 days before the day of the referendum, the district must submit a copy of the notice
required under paragraph (b) to the commissioner and to the county auditor of each county in which
the district is located. Within 15 days after the results of the referendum have been certified by the
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board, or in the case of a recount, the certification of the results of the recount by the canvassing
board, the district must notify the commissioner of the results of the referendum.

Subd. 10. School referendum levy; market value. A school referendum levy must be
levied against the referendum market value of all taxable property as defined in section 126C.01,
subdivision 3. Any referendum levy amount subject to the requirements of this subdivision must
be certified separately to the county auditor under section 275.07.

Subd. 11. Referendum date. (a) Except for a referendum held under paragraph (b), any
referendum under this section held on a day other than the first Tuesday after the first Monday
in November must be conducted by mail in accordance with section 204B.46. Notwithstanding
subdivision 9, paragraph (b), to the contrary, in the case of a referendum conducted by mail under
this paragraph, the notice required by subdivision 9, paragraph (b), must be prepared and delivered
by first-class mail at least 20 days before the referendum.

(b) In addition to the referenda allowed in subdivision 9, clause (a), the commissioner may grant
authority to a district to hold a referendum on a different day if the district is in statutory operating
debt and has an approved plan or has received an extension from the department to file a plan to
eliminate the statutory operating debt.

(c) The commissioner must approve, deny, or modify each district's request for a referendum
levy on a different day within 60 days of receiving the request from a district.

Subd. 13. Referendum conversion allowance. A school district that received supplemental or
transition revenue in fiscal year 2002 may convert its supplemental revenue conversion allowance
and transition revenue conversion allowance to additional referendum allowance under subdivision
1 for fiscal year 2003 and thereafter. A majority of the school board must approve the conversion
at a public meeting before November 1, 2001. For a district with other referendum authority, the
referendum conversion allowance approved by the board continues until the portion of the district's
other referendum authority with the earliest expiration date after June 30, 2006, expires. For a district
with no other referendum authority, the referendum conversion allowance approved by the board
continues until June 30, 2012.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2015 and later.

Sec. 11. DIRECTION TO THE COMMISSIONER.

In computing the reduction to a school district's referendum allowance, the commissioner of
education must first reduce a district's referendum allowance with the earliest expiration date and
then, if necessary, reduce additional referendum authority allowances based on the next earliest
expiration date.

Sec. 12. OPERATING REFERENDUM FREEZE, FISCAL YEAR 2015.

Notwithstanding Minnesota Statutes, section 126C.17, subdivision 9, a school district may
not authorize an increase to its operating referendum in fiscal year 2015. A school district may
reauthorize an operating referendum that is expiring in fiscal year 2015. If a school district asks
the voters to reauthorize operating referendum authority that is expiring in fiscal year 2015, it may
request a reauthorization of that expiring authority minus $300.

Sec. 13. CURRENT YEAR AID PERCENTAGE; APPROPRIATION ADJUSTMENTS.
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(a) Notwithstanding Minnesota Statutes, section 127A.45, subdivision 2, paragraph (d), in
fiscal year 2014 and later, the commissioner of education shall reduce the current year aid payment
percentage under Minnesota Statutes, section 127A.45, subdivision 2, paragraph (d), by 0.2.

(b) For fiscal year 2014 and later, the commissioner of education shall adjust all appropriations
in 2013 Senate File No. 453, if enacted, that are calculated based on a current year aid payment
percentage and a final adjustment payment to reflect the current year aid payment percentage, under
Minnesota Statutes, section 127A.45, subdivision 2, paragraph (d), as modified by paragraph (a).

Sec. 14. APPROPRIATIONS.

Subdivision 1. Department of Education. The sums indicated in this section are appropriated
from the general fund to the Department of Education for the fiscal years designated and are in
addition to any amounts appropriated in any other bill for the same purpose.

Subd. 2. General education aid. For general education aid under Minnesota Statutes, section
126C.13, subdivision 4:

$36,460,000 2014

$54,765,000 2015

The 2014 appropriation includes $0 for fiscal year 2013 and $36,460,000 for fiscal year 2014.

The 2015 appropriation includes $12,185,000 for fiscal year 2014 and $42,580,000 for fiscal
year 2015.

ARTICLE 4
SPECIAL TAXES
Section 1. Minnesota Statutes 2012, section 237.52, subdivision 3, is amended to read:

Subd. 3. Collection. Every provider of services capable of originating a TRS call, including
cellular communications and other nonwire access services, in this state shall, except as provided in
subdivision 3a, collect the charges established by the commission under subdivision 2 and transfer
amounts collected to the commissioner of public safety in the same manner as provided in section
403.11, subdivision 1, paragraph (d). The commissioner of public safety must deposit the receipts
in the fund established in subdivision 1.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec. 2. Minnesota Statutes 2012, section 237.52, is amended by adding a subdivision to read:

Subd. 3a. Fee for prepaid wireless telecommunications service. The fee established in
subdivision 2 does not apply to prepaid wireless telecommunications services as defined in section
403.02, subdivision 17b, which are instead subject to the prepaid wireless telecommunications
access Minnesota fee established in section 403.161, subdivision 1, paragraph (b). Collection,
remittance, and deposit of prepaid wireless telecommunications access Minnesota fees are
governed by sections 403.161 and 403.162.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec. 3. Minnesota Statutes 2012, section 270B.01, subdivision 8, is amended to read:



43RD DAY] WEDNESDAY, APRIL 24, 2013 2741

Subd. 8. Minnesota tax laws. For purposes of this chapter only, unless expressly stated
otherwise, "Minnesota tax laws" means:

(1) the taxes, refunds, and fees administered by or paid to the commissioner under chapters 115B,
289A (except taxes imposed under sections 298.01, 298.015, and 298.24), 290, 290A, 291, 295,
297A, 297B, and 297H, and 403, or any similar Indian tribal tax administered by the commissioner
pursuant to any tax agreement between the state and the Indian tribal government, and includes any
laws for the assessment, collection, and enforcement of those taxes, refunds, and fees; and

(2) section 273.1315.
EFFECTIVE DATE. This section is effective January 1, 2014.

Sec. 4. Minnesota Statutes 2012, section 270B.12, subdivision 4, is amended to read:

Subd. 4. Department of Public Safety. The commissioner may disclose return information to
the Department of Public Safety for the purpose of and to the extent necessary to administer section
sections 270C.725 and 403.16 to 403.162.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec. 5. Minnesota Statutes 2012, section 270C.03, subdivision 1, is amended to read:

Subdivision 1. Powers and duties. The commissioner shall have and exercise the following
powers and duties:

(1) administer and enforce the assessment and collection of taxes;

(2) make determinations, corrections, and assessments with respect to taxes, including interest,
additions to taxes, and assessable penalties;

(3) use statistical or other sampling techniques consistent with generally accepted auditing
standards in examining returns or records and making assessments;

(4) investigate the tax laws of other states and countries, and formulate and submit to the
legislature such legislation as the commissioner may deem expedient to prevent evasions of state
revenue laws and to secure just and equal taxation and improvement in the system of state revenue
laws;

(5) consult and confer with the governor upon the subject of taxation, the administration of the
laws in regard thereto, and the progress of the work of the department, and furnish the governor, from
time to time, such assistance and information as the governor may require relating to tax matters;

(6) execute and administer any agreement with the secretary of the treasury or the Bureau of
Alcohol, Tobacco, Firearms and Explosives in the Department of Justice of the United States or a
representative of another state regarding the exchange of information and administration of the state
revenue laws;

(7) require town, city, county, and other public officers to report information as to the collection
of taxes received from licenses and other sources, and such other information as may be needful in
the work of the commissioner, in such form as the commissioner may prescribe;

(8) authorize the use of unmarked motor vehicles to conduct seizures or criminal investigations
pursuant to the commissioner's authority;
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(9) authorize the participation in audits performed by the Multistate Tax Commission. For the
purposes of chapter 270B, the Multistate Tax Commission will be considered to be a state for the
purposes of auditing corporate sales, excise, and income tax returns.

(10) maintain toll-free telephone access for taxpayer assistance for calls from locations within
the state; and

0y (11) exercise other powers and authority and perform other duties required of or imposed

upon the commissioner by law.

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

Sec. 6. Minnesota Statutes 2012, section 270C.56, subdivision 1, is amended to read:

Subdivision 1. Liability imposed. A person who, either singly or jointly with others, has the
control of, supervision of, or responsibility for filing returns or reports, paying taxes, or collecting
or withholding and remitting taxes and who fails to do so, or a person who is liable under any other
law, is liable for the payment of taxes arising under chapters 295, 296A, 297A, 297F, and 297G, or
sections 256:9658; 290.92; and 297E.02, and the applicable penalties and interest on those taxes.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 7. Minnesota Statutes 2012, section 287.05, is amended by adding a subdivision to read:

Subd. 10. Hennepin and Ramsey County. For properties located in Hennepin and Ramsey
County, the county may impose an additional mortgage registry tax as defined in sections 383A.80
and 383B.80.

EFFECTIVE DATE. This section is effective for all deeds and mortgages acknowledged on or
after July 1, 2013.

Sec. 8. [287.40] HENNEPIN AND RAMSEY COUNTY.

For properties located in Hennepin or Ramsey County, the county may impose an additional
deed tax as defined in sections 383A.80 and 383B.80.

EFFECTIVE DATE. This section is effective for all deeds and mortgages acknowledged on or
after July 1, 2013.

Sec. 9. [295.61] SPORTS MEMORABILIA GROSS RECEIPTS TAX.

Subdivision 1. Definitions. (a) For purposes of this section, the following terms have the
meanings given, unless the context clearly indicates otherwise.

(b) "Commissioner" means the commissioner of revenue.

(c) "Sale" means a transfer of title or possession of tangible personal property, whether absolutely
or conditionally.

(d) "Sports memorabilia" means items available for sale to the public that are sold under a license
granted by any professional or Collegiate Division I sports league or association, a team that is a
franchise of a professional sports league or association, or a team that is an affiliate or subsidiary of
a professional sports league or association, including:

(1) one-of-a-kind items related to sports figures, teams, or events;
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(2) trading cards;

(3) photographs;
(4) clothing;

(5) sports event licensed items;

(6) sports equipment; and

(7) similar items, but not food or beverage items.

(e) "Wholesale" or "sale at wholesale" means a sale to a retailer, as defined in section 297A.61,
subdivision 9, for the purpose of reselling the property to a third party. Wholesale does not mean a
sale to a wholesaler.

(f) "Wholesaler" means any person making wholesale sales of sports memorabilia to purchasers
in the state.

Subd. 2. Impeosition. A tax is imposed on each sale at wholesale of sports memorabilia equal to
13 percent of the gross revenues from the sale.

Subd. 3. Quarterly returns. Each wholesaler must file quarterly returns and make payments by
April 18 for the quarter ending March 31; July 18 for the quarter ending June 30; October 18 for the
quarter ending September 30; and January 18 of the following calendar year for the quarter ending
December 31.

Subd. 4. Compensating use tax. If the tax is not paid under subdivision 2, a compensating tax is
imposed on a retailer or possessor for sale of sports memorabilia in the state. The rate of tax equals
the rate under subdivision 2 and must be paid by the retailer or possessor for sale of the items.

Subd. 5. Allocation for youth sports. Five percent of the revenue collected under subdivision
2 is appropriated to the commissioner for grants to counties for youth and amateur sports.

Subd. 6. Administrative provisions. Unless specifically provided otherwise by this section, the
relevant audit, assessment, refund, penalty, interest, enforcement, collection remedies, appeal, and
administrative provisions of chapters 270C and 289A apply to taxes imposed under this section.

Subd. 7. Disposition of revenues. The commissioner shall deposit the revenues from the tax,
less the amount allocated in under subdivision 5, in the general fund.

EFFECTIVE DATE. This section is effective for sales and purchases made after June 30,2013.

Sec. 10. Minnesota Statutes 2012, section 296A.09, subdivision 2, is amended to read:

Subd. 2. Jet fuel and special fuel tax imposed. There is imposed an excise tax of the-samerate
15 cents per gallon as-t-he—aﬂmt-ron-gasohne on all jet fuel or special fuel received, sold, stored, or
withdrawn from storage in this state, for use as substitutes for aviation gasoline and not otherwise
taxed as gasoline. Jet fuel is defined in section 296A.01, subdivision 8.

EFFECTIVE DATE. This section is effective July 1, 2014, and applied to sales and purchases
made on or after that date.

Sec. 11. Minnesota Statutes 2012, section 296A.17, subdivision 3, is amended to read:
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Subd. 3. Refund on graduated basis. Any person who has directly or indirectly paid the excise
tax on aviation gasoline or special fuel for aircraft use provided-forbythischapter under subdivision
2, and the airflight property tax under section 270.72, shall, as to all such aviation gasoline and
special fuel received, stored, or withdrawn from storage by the person in this state in any calendar
year and not sold or otherwise disposed of to others, or intended for sale or other disposition to
others, on which such tax has been so paid, be entitled to the following graduated reductions in such
tax for that calendar year, to be obtained by means of the following refunds:

(1) on each gallon of such aviation gasoline or special fuel up to 50,000 gallons, all but five cents
per gallon;

(2) on each gallon of such aviation gasoline or special fuel above 50,000 gallons and not more
than 150,000 gallons, all but two cents per gallon;

(3) on each gallon of such aviation gasoline or special fuel above 150,000 gallons and not more
than 200,000 gallons, all but one cent per gallon;

(4) on each gallon of such aviation gasoline or special fuel above 200,000, all but one-half cent
per gallon.

EFFECTIVE DATE. This section is effective July 1, 2014, and applied to sales and purchases
made on or after that date.

Sec. 12. Minnesota Statutes 2012, section 297A.82, subdivision 4, is amended to read:

Subd. 4. Exemptions. (a) The following transactions are exempt from the tax imposed in this
chapter to the extent provided.

(b) The purchase or use of aircraft previously registered in Minnesota by a corporation or
partnership is exempt if the transfer constitutes a transfer within the meaning of section 351 or 721
of the Internal Revenue Code.

(c) The sale to or purchase, storage, use, or consumption by a licensed aircraft dealer of an
aircraft for which a commercial use permit has been issued pursuant to section 360.654 is exempt,
if the aircraft is resold while the permit is in effect.

(d) Air flight equipment when sold to, or purchased, stored, used, or consumed by airline
companies, as defined in section 270.071, subdivision 4, is exempt. For purposes of this subdivision,
"air flight equipment" includes airplanes and parts necessary for the repair and maintenance of
such air flight equipment, and flight simulators, but does not include airplanes with a gross weight
of less than 30,000 pounds that are used on intermittent or irregularly timed flights.

(e) Sales of, and the storage, distribution, use, or consumption of aircraft, as defined in section
360.511 and approved by the Federal Aviation Administration, and which the seller delivers to a
purchaser outside Minnesota or which, without intermediate use, is shipped or transported outside
Minnesota by the purchaser are exempt, but only if the purchaser is not a resident of Minnesota
and provided that the aircraft is not thereafter returned to a point within Minnesota, except in the
course of interstate commerce or isolated and occasional use, and will be registered in another state
or country upon its removal from Minnesota. This exemption applies even if the purchaser takes
possession of the aircraft in Minnesota and uses the aircraft in the state exclusively for training
purposes for a period not to exceed ten days prior to removing the aircraft from this state.
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(f) The sale or purchase of the following items that relate to aircraft operated under Federal
Aviation Regulations, Parts 91 and 135, and associated installation charges: equipment and parts
necessary for repair and maintenance of aircraft; and equipment and parts to upgrade and improve
aircraft.

EFFECTIVE DATE. This section is effective July 1, 2014, and applied to sales and purchases
made on or after that date.

Sec. 13. Minnesota Statutes 2012, section 297A.82, is amended by adding a subdivision to read:

Subd. 4a. Deposit in state airports fund. Tax revenue collected from the sale or purchase of an
aircraft taxable under this chapter must be deposited in the state airports fund, established in section
360.017.

EFFECTIVE DATE. This section is effective July 1, 2014, and applied to sales and purchases
made on or after that date.

Sec. 14. Minnesota Statutes 2012, section 297E.02, subdivision 1, is amended to read:

Subdivision 1. Impesition. (a) A tax is imposed on all lawful gambling other than (1) paper or
electronic pull-tab deals or games; (2) tipboard deals or games; (3) electronic linked bingo; and (4)
items listed in section 297E.01, subdivision 8, clauses (4) and (5), at the rate of 8.5 percent on the
gross receipts as defined in section 297E.01, subdivision 8, less prizes actually paid.

(b) A tax is imposed on the conduct of paper pull-tabs, at the rate of 9 percent on the gross
receipts as defined in section 297E.01, subdivision 8, less prizes actually paid. The tax imposed
under this paragraph applies only to an organization that conducts lawful gambling in a location
where at least 50 percent of its annual gross receipts are received from paper bingo as of January 1,
2013.

(c) The tax imposed by this subdivision is in lieu of the tax imposed by section 297A.62 and
all local taxes and license fees except a fee authorized under section 349.16, subdivision 8, or a tax
authorized under subdivision 5.

(d) The tax imposed under this subdivision is payable by the organization or party conducting,
directly or indirectly, the gambling.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 15. Minnesota Statutes 2012, section 297E.02, subdivision 6, is amended to read:

Subd. 6. Combined net receipts tax. (a) In addition to the taxes imposed under subdivision 1,
a tax is imposed on the combined receipts of the organization. As used in this section, "combined
net receipts"” is the sum of the organization's gross receipts from lawful gambling less gross receipts
directly derived from the conduct of paper bingo, raffles, and paddle wheels, as defined in section
297E.01, subdivision 8, and less the net prizes actually paid, other than prizes actually paid for paper
bingo, raffles, and paddle wheels, for the fiscal year. The combined net receipts of an organization
are subject to a tax computed according to the following schedule:

If the combined net receipts The tax is:
for the fiscal year are:

Not over $87,500 nine percent
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Over $87,500, but not over $7,875 plus 18 percent of the amount

$122,500 over $87,500, but not over $122,500

Over $122,500, but not over $14,175 plus 27 percent of the amount

$157,500 over $122,500, but not over $157,500

Over $157,500 $23,625 plus 36 percent of the amount
over $157,500

(b) On or before April 1, 2016, the commissioner shall estimate the total amount of revenue,
including interest and penalties, that will be collected for fiscal year 2016 from taxes imposed
under this chapter. If the amount estimated by the commissioner equals or exceeds $94,800,000,
the commissioner shall certify that effective July 1, 2016, the rates under this paragraph apply in
lieu of the rates under paragraph (a) and shall publish a notice to that effect in the State Register and
notify each taxpayer by June 1, 2016. If the rates under this section apply, the combined net receipts
of an organization are subject to a tax computed according to the following schedule:

If the combined net receipts The tax is:

for the fiscal year are:

Not over $87,500 8.5 percent

Over $87,500, but not over $7,438 plus 17 percent of the amount

$122,500 over $87,500, but not over $122,500

Over $122,500, but not over $13,388 plus 25.5 percent of the amount

$157,500 over $122,500, but not over $157,500

Over $157,500 $22,313 plus 34 percent of the amount
over $157,500

(c) Gross receipts derived from sports-themed tipboards are exempt from taxation under this
section. For purposes of this paragraph, a sports-themed tipboard means a sports-themed tipboard
as defined in section 349.12, subdivision 34, under which the winning numbers are determined by
the numerical outcome of a professional sporting event.

(d) If an organization conducts lawful gambling in a location where, as of January 1, 2013, at
least 50 percent of its annual gross receipts are derived from paper bingo, the organization is exempt
from taxation under this subdivision with respect to its receipts from paper pull-tabs.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 16. Minnesota Statutes 2012, section 297F.01, is amended by adding a subdivision to read:

Subd. 9b. Little cigar. "Little cigar" means any roll for smoking made in whole or in part of
tobacco if the product is wrapped in a substance containing tobacco other than natural leaf tobacco,
uses an integrated cellulose acetate or other similar filter, and weighs not more than 4-1/2 pounds
per thousand.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 17. Minnesota Statutes 2012, section 297F.01, is amended by adding a subdivision to read:
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Subd. 10b. Moist snuff. "Moist snuff" means any finely cut, ground, or powdered smokeless
tobacco that is intended to be placed or dipped in the mouth.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 18. Minnesota Statutes 2012, section 297F.01, is amended by adding a subdivision to read:

Subd. 13a. Premium cigar. "Premium cigar" means any cigar that is hand-constructed and
hand-rolled, has a wrapper that is made entirely from whole tobacco leaf, has a filler and binder that
is made entirely of tobacco, except for adhesives or other materials used to maintain size, texture,
or flavor, and has a wholesale price of no less than $2.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 19. Minnesota Statutes 2012, section 297F.01, subdivision 19, is amended to read:

Subd. 19. Tobacco products. (a) "Tobacco products" means any product containing, made, or
derived from tobacco that is intended for human consumption, whether chewed, smoked, absorbed,
dissolved, inhaled, snorted, sniffed, or ingested by any other means, or any component, part, or
accessory of a tobacco product, including, but not limited to, cigars; little cigars; cheroots; stogies;
periques; granulated, plug cut, crimp cut, ready rubbed, and other smoking tobacco; snuff; snuff
flour; cavendish; plug and twist tobacco; fine-cut and other chewing tobacco; shorts; refuse scraps,
clippings, cuttings and sweepings of tobacco, and other kinds and forms of tobacco; but does not
include cigarettes as defined in this section. Tobacco products excludes any tobacco product that has
been approved by the United States Food and Drug Administration for sale as a tobacco cessation
product, as a tobacco dependence product, or for other medical purposes, and is being marketed and
sold solely for such an approved purpose.

(b) Except for the imposition of tax under section 297F.05, subdivisions 3 and 4, tobacco
products includes a premium cigar, as defined in subdivision 13a.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 20. Minnesota Statutes 2012, section 297F.05, subdivision 1, is amended to read:

Subdivision 1. Rates; cigarettes. A tax is imposed upon the sale of cigarettes in this state, upon
having cigarettes in possession in this state with intent to sell, upon any person engaged in business
as a distributor, and upon the use or storage by consumers, at the following rates:

(1) on cigarettes weighing not more than three pounds per thousand, 24 108.5 mills, or 10.85
cents, on each such cigarette; and

(2) on cigarettes weighing more than three pounds per thousand, 48 217 mills, or 21.7 cents, on
each such cigarette.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 21. Minnesota Statutes 2012, section 297F.05, is amended by adding a subdivision to read:

Subd. 1a. Annual indexing. (a) Each year the commissioner shall adjust the tax rates under
subdivision 1, including any adjustment made in prior years under this subdivision, by multiplying
the mill rates for the current calendar year by an adjustment factor. The adjustment factor equals the
in-lieu sales tax rate that applies to the following calendar year divided by the in-lieu sales tax rate
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for the current calendar year. For purposes of this subdivision, "in-lieu sales tax rate" means the tax
rate established under section 297F.25, subdivision 1, rounded to 1/100 of one cent per cigarette.

(b) The commissioner shall publish the resulting rate by November 1 and the rate applies to sales
made on or after January 1 of the following year.

(c) The determination of the commissioner under this subdivision is not a rule and is not subject
to the Administrative Procedure Act in chapter 14.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 22. Minnesota Statutes 2012, section 297F.05, subdivision 3, is amended to read:

Subd. 3. Rates; tobacco products. (a) Except as provided in subdivision 3a, a tax is imposed
upon all tobacco products in this state and upon any person engaged in business as a distributor, at
the rate of 35 90 percent of the wholesale sales price of the tobacco products. The tax is imposed at
the time the distributor:

(1) brings, or causes to be brought, into this state from outside the state tobacco products for
sale;

(2) makes, manufactures, or fabricates tobacco products in this state for sale in this state; or
(3) ships or transports tobacco products to retailers in this state, to be sold by those retailers.

(b) Notwithstanding paragraph (a), a minimum tax equal to the rate imposed on a pack of 20
cigarettes weighing not more than three pounds per thousand, as established under subdivision 1,
and adjusted by subdivision la, is imposed on each container of moist snuff.

For purposes of this subdivision, a "container" means the smallest consumer-size can, package, or
other container that is marketed or packaged by the manufacturer, distributor, or retailer for separate
sale to a retail purchaser.

(c) Notwithstanding paragraph (a), for little cigars, the tax on each little cigar shall be equal to
the tax imposed per cigarette under subdivision 1, clause (1), and adjusted by subdivision la, and
any successor provision taxing cigarettes.

EFFECTIVE DATE. This section is effective July 1, 2013, except the minimum tax under
paragraph (b) is effective January 1, 2014.

Sec. 23. Minnesota Statutes 2012, section 297F.05, is amended by adding a subdivision to read:

Subd. 3a. Rates; tobacco. (a) A tax is imposed upon all premium cigars in this state and upon
any person engaged in business as a tobacco product distributor, at the lesser of:

(1) the rate of 70 percent of the wholesale sales price of the premium cigars; or

(2) $3.50 per premium cigar.

(b) The tax imposed under paragraph (a) is imposed at the time the tobacco products distributor:

(1) brings, or causes to be brought, into this state from outside the state premium cigars for sale;

(2) makes, manufactures, or fabricates premium cigars in this state for sale in this state; or

(3) ships or transports premium cigars to retailers in this state, to be sold by those retailers.
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EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 24. Minnesota Statutes 2012, section 297F.05, subdivision 4, is amended to read:

Subd. 4. Use tax; tobacco products. (a) Except as provided in subdivision 4a, a tax is imposed
upon the use or storage by consumers of tobacco products in this state, and upon such consumers,
at the rate of 35 90 percent of the cost to the consumer of the tobacco products or the minimum tax
under subdivision 3, paragraph (b), whichever is greater.

(b) Notwithstanding paragraph (a), for little cigars, the tax on each little cigar shall be equal to
the tax imposed per cigarette under subdivision 1, clause (1), and any successor provision taxing
cigarettes.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 25. Minnesota Statutes 2012, section 297F.05, is amended by adding a subdivision to read:

Subd. 4a. Use tax; premium cigars. A tax is imposed upon the use or storage by consumers of
all premium cigars in this state, and upon such consumers, at the lesser of:

(1) the rate of 70 percent of the cost to the consumer of the premium cigars; or

(2) $3.50 per premium cigar.
EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 26. Minnesota Statutes 2012, section 297F.24, subdivision 1, is amended to read:

Subdivision 1. Fee imposed. (a) A fee is imposed upon the sale of nonsettlement cigarettes
in this state, upon having nonsettlement cigarettes in possession in this state with intent to sell,
upon any person engaged in business as a distributor, and upon the use or storage by consumers of
nonsettlement cigarettes. The fee equals a rate of +:75 2.5 cents per cigarette.

(b) The purpose of this fee is to:

(1) ensure that manufacturers of nonsettlement cigarettes pay fees to the state that are comparable
to costs attributable to the use of the cigarettes;

(2) prevent manufacturers of nonsettlement cigarettes from undermining the state's policy of
discouraging underage smoking by offering nonsettlement cigarettes at prices substantially below
the cigarettes of other manufacturers; and

(3) fund such other purposes as the legislature determines appropriate.
Sec. 27. Minnesota Statutes 2012, section 297F.25, subdivision 1, is amended to read:

Subdivision 1. Impeosition. (a) A tax is imposed on distributors on the sale of cigarettes by a
cigarette distributor to a retailer or cigarette subjobber for resale in this state. The tax is equal to 6.5
percent of the weighted average retail price and must be expressed in cents per pack rounded to the
nearest one-tenth of a cent. The weighted average retail price must be determined annually, with
new rates published by November 1, and effective for sales on or after January 1 of the following
year. The weighted average retail price must be established by surveying cigarette retailers statewide
in a manner and time determined by the commissioner. The commissioner shall make an inflation
adjustment in accordance with the Consumer Price Index for all urban consumers inflation indicator
as published in the most recent state budget forecast. The commissioner shall use the inflation factor
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for the calendar year in which the new tax rate takes effect. If the survey indicates that the average
retail price of cigarettes has not increased relative to the average retail price in the previous year's
survey, then the commissioner shall not make an inflation adjustment. The determination of the
commissioner pursuant to this subdivision is not a "rule" and is not subject to the Administrative
Procedure Act contained in chapter 14. For packs of cigarettes with other than 20 cigarettes, the tax
must be adjusted proportionally.

ctatt-price—tnthe-mostrecent survey, thenno-inflation-adjustment-must be-made for any period
that a rate change in section 297F.05, subdivision 1, is enacted after the current effective January 1
rate and prior to the following January 1, the commissioner of revenue shall make a proportionate
adjustment to the sales tax rate. For packs of cigarettes with other than 20 cigarettes, the sales tax
must be adjusted proportionally.

EFFECTIVE DATE. This section is effective July 1, 2013.

Sec. 28. Minnesota Statutes 2012, section 325F.781, subdivision 1, is amended to read:

Subdivision 1. Definitions. (a) For purposes of this section, the following terms have the
meanings given, unless the language or context clearly provides otherwise.

(b) "Consumer" means an individual who purchases, receives, or possesses tobacco products for
personal consumption and not for resale.

(c) "Delivery sale" means:
1) a sale of tobacco products to a consumer in this state when:
p

(i) the purchaser submits the order for the sale by means of a telephonic or other method of voice
transmission, the mail or any other delivery service, or the Internet or other online service; or

(i1) the tobacco products are delivered by use of the mail or other delivery service; or

(2) asale of tobacco products that satisfies the criteria in clause (1), item (i), regardless of whether
the seller is located inside or outside of the state.

A sale of tobacco products to an individual in this state must be treated as a sale to a consumer,
unless the individual is licensed as a distributor or retailer of tobacco products.

(d) "Delivery service" means a person, including the United States Postal Service