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273.11 VALUATION OF PROPERTY. 
Subdivision 1. Generally. Except as provided in subdivisions 6, 8, 9, and 11 or sec

tion 273.17, subdivision 1, all property shall be valued at its market value. The market 
value as determined pursuant to this section shall be stated such that any amount under 
$100 is rounded up to $100 and any amount exceeding $100 shall be rounded to the 
nearest $100. In estimating and determining such value, the assessor shall not adopt 
a lower or different standard of value because the same is to serve as a basis of taxation, 
nor shall the assessor adopt as a criterion of value the price for which such property 
would sell at a forced sale, or in the aggregate with all the property in the town or dis
trict; but the assessor shall value each article or description of property by itself, and 
at such sum or price as the assessor believes the same to be fairly worth in money. The 
assessor shall take into account the effect on the market value of property of environ
mental factors in the vicinity of the property. In assessing any tract or lot of real prop
erty, the value of the land, exclusive of structures and improvements, shall be 
determined, and also the value of all structures and improvements thereon, and the 
aggregate value of the property, including all structures and improvements, excluding 
the value of crops growing upon cultivated land. In valuing real property upon which 
there is a mine or quarry, it shall be valued at such price as such property, including 
the mine or quarry, would sell for a fair, voluntary sale, for cash. In valuing real prop
erty which is vacant, the fact that such property is platted shall be taken into account. 
An individual lot of such platted property shall be assessed at its market value begin
ning with the first assessment following final approval of the plat. All property, or the 
use thereof, which is taxable under section 272.01, subdivision 2, or 273.19, shall be 
valued at the market value of such property and not at the value of a leasehold estate 
in such property, or at some lesser value than its market value. 

[For text ofsubds 5 to 10, see M.S. 1990] 

Subd. 11. Valuation of restored or preserved wetland. Wetlands restored by the fed
eral, state, or local government, or by a nonprofit organization, or preserved under the 
terms of a temporary or perpetual easement by the federal or state government, must 
be valued by assessors at their wetland value. "Wetland value" in this subdivision 
means the market value of wetlands in any potential use in which the wetland character 
is not permanently altered. Wetland value shall not reflect potential uses of the wetland 
that would violate the terms of any existing conservation easement, or any one-time 
payment received by the wetland owner under the terms of a state or federal conserva
tion easement. Wetland value shall reflect any potential income consistent with a prop
erty's wetland character, including but not limited to lease payments for hunting or 
other recreational uses. The commissioner of revenue shall issue a bulletin advising 
assessors of the provisions of this section by October 1, 1991. 

For purposes of this subdivision, "wetlands" means lands transitional between ter
restrial and aquatic systems where the water table is usually at or near the surface or 
the land is covered by shallow water. For purposes of this definition, wetlands must 
have the following three attributes: 
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(1) have a predominance of hydric soils; 
(2) are inundated or saturated by surface or ground water at a frequency and dura

tion sufficient to support a prevalence of hydrophytic vegetation typically adapted for 
life in saturated soil conditions; and 

(3) under normal circumstances support a prevalence of such vegetation. 

History: 1991 c 291 art 1 s 12; 1991 c 354 art 10 s 7,8 
NOTE: The amendment to subdivision I found in Laws 1991, chapter 291, article 1, section 12, is effective for taxes 

payable in 1993 and thereafter, except the deletion of the language "or any single contiguous lot fronting on the same street" 
is effective for taxes payable in 1992 and thereafter. See Laws 1991, chapter 291, article I, section 63. 

273.111 AGRICULTURAL PROPERTY TAX. 

[For text ofsubds 1 to 5, see M.S. 1990] 

Subd. 6. Real property shall be considered to be in agricultural use provided that 
annually: 

(1) at least 33-1/3 percent of the total family income of the owner is derived there
from, or the total production income including rental from the property is $300 plus 
$10 per tillable acre; and 

(2) it is devoted to the production for sale of agricultural products as defined in 
section 273.13, subdivision 23, paragraph (e). 

[For text ofsubds 8 to 14, see M.S. 1990] 

History: 1991 c 291 art 12 s 8 

273.112 PRIVATE OUTDOOR RECREATIONAL, OPEN SPACE AND PARK 
LAND TAX. 

[For text ofsubds 1 to 6a, see M.S. 1990] 

Subd. 7. When real property which is being, or has been, valued and assessed 
under this section no longer qualifies under subdivision 3, the portion which no longer 
qualifies shall be subject to additional taxes, in the amount equal to the difference 
between the taxes determined in accordance with subdivision 4, and the amount deter
mined under subdivision 5, provided, however, that the amount determined under sub
division 5 shall not be greater than it would have been had the actual bona fide sale price 
of the real property at an arms length transaction been used in lieu of the market value 
determined under subdivision 5. The additional taxes shall be extended against the 
property on the tax list for the current year, provided, however, that no interest or pen
alties shall be levied on the additional taxes if timely paid, and provided further, that 
the additional taxes shall only be levied with respect to the last seven years that the 
property has been valued and assessed under this section. This subdivision does not 
apply to real property that ceases to qualify under subdivision 3 because it is acquired 
by the state of Minnesota or a political subdivision, agency, or instrumentality of the 
state, provided that the property continues to be used for a qualifying purpose for at 
least five years from the date that the property was acquired. 

[For text ofsubds 7a to 10, see M.S. 1990] 

History: 1991 c 291 art 1 s 13 

273.12 ASSESSMENT OF REAL PROPERTY. 
It shall be the duty of every assessor and board, in estimating and determining the 

value of lands for the purpose of taxation, to consider and give due weight to every ele
ment and factor affecting the market value thereof, including its location with reference 
to roads and streets and the location of roads and streets thereon or over the same, and 
to take into consideration a reduction in the acreage of each tract or lot sufficient to 
cover the amount of land actually used for any improved public highway and the reduc-
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tion in area of land caused thereby. It shall be the duty of every assessor and board, in 
estimating and determining the value of lands for the purpose of taxation, to consider 
and give due weight to lands which are comparable in character, quality, and location, 
to the end that all lands similarly located and improved will be assessed upon a uniform 
basis and without discrimination and, for agricultural lands, to consider and give recog
nition to its earning potential as measured by its free market rental rate. 

Notwithstanding the provisions of this or any other section, no additional value 
shall be assessed for unmined mineral value except for iron ore or taconite. 

History: 1991 c 291 art 1 s 14 
NOTE: This section, as amended by Laws 1991, chapter 291, article 1, section 14, is effective for taxes payable in 

1993 and thereafter, except the deletion of the language "or any single contiguous lot fronting on the same street" is effective 
for taxes payable in 1992 and thereafter. See Laws 1991, chapter 291, article 1, section 65. 

273.124 HOMESTEAD DETERMINATION; SPECIAL RULES. 
Subdivision 1. General rule, (a) Residential real estate that is occupied and used 

for the purposes of a homestead by its owner, who must be a Minnesota resident, is a 
residential homestead. 

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

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

The assessor shall require proof, by affidavit or otherwise, of the facts upon which 
classification as a homestead may be determined. 

(b) For purposes of this section, homestead property shall include property which 
is used for purposes of the homestead but is separated from the homestead by a road, 
street, lot, waterway, or other similar intervening property. The term "used for pur
poses of the homestead" shall include but not be limited to uses for gardens, garages, 
or other outbuildings commonly associated with a homestead, but shall not include 
vacant land held primarily for future development. In order to receive homestead treat
ment for the noncontiguous property, the owner shall apply for it to the assessor by July 
1 of the year when the treatment is initially sought. After initial qualification for the 
homestead treatment, additional applications for subsequent years are not required. 

(c) In the case of property owned by a married couple in joint tenancy or tenancy 
in common, the assessor must not deny homestead treatment in whole or in part if only 
one of the spouses is occupying the property and the other spouse is absent due to 
divorce or separation, or is a resident of a nursing home or a boarding care facility. 

(d) If an individual is purchasing property with the intent of claiming it as a home
stead, and is required by the terms of the financing agreement to have a relative shown 
on the deed as a coowner, the assessor shall allow a full homestead classification. For 
purposes of this paragraph, "relative" means a parent, stepparent, child, stepchild, 
grandparent, brother, sister, uncle, or aunt. This relationship may be by blood or mar
riage. 

(e) In the case of property owned and formerly occupied by two or more persons 
in joint tenancy or tenancy in common, when those persons are related to each other 
as parents and children or as stepparents and stepchildren, and when one or more of 
the owners ceases to occupy the property, the assessor shall continue to allow a full 
homestead classification as long as at least one of the owners continues to occupy the 
property for purposes of a homestead. This paragraph applies only to single family resi
dential property. 

[For text ofsubds 2 to 5, see M.S. 1990] 

Subd. 6. Leasehold cooperatives. When one or more dwellings or one or more 
buildings which each contain several dwelling units is owned by a nonprofit corporation 
subject to the provisions of chapter 317A and qualifying under section 501(c)(3) or 
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501(c)(4) of the Internal Revenue Code of 1986, as amended through December 31, 
1990, or a limited partnership which corporation or partnership operates the property 
in conjunction with a cooperative association, and has received public financing, home
stead treatment may be claimed by the cooperative association on behalf of the mem
bers of the cooperative for each dwelling unit occupied by a member of the cooperative. 
The cooperative association must provide the assessor with the social security numbers 
of those members. To qualify for the treatment provided by this subdivision, the fol
lowing conditions must be met: 

(a) the cooperative association must be organized under chapter 308A and all vot
ing members of the board of directors must be resident tenants of the cooperative and 
must be elected by the resident tenants of the cooperative; 

(b) the cooperative association must have a lease for occupancy of the property for 
a term of at least 20 years, which permits the cooperative association, while not in 
default on the lease, to participate materially in the management of the property, 
including material participation in establishing budgets, setting rent levels, and hiring 
and supervising a management agent; 

(c) to the extent permitted under state or federal law, the cooperative association 
must have a right under a written agreement with the owner to purchase the property 
if the owner proposes to sell it; if the cooperative association does not purchase the 
property it is offered for sale, the owner may not subsequently sell the property to 
another purchaser at a price lower than the price at which it was offered for sale to the 
cooperative association unless the cooperative association approves the sale; 

(d) the cooperative must meet one of the following criteria with respect to the 
income of its members: (1) a minimum of 75 percent of members must have incomes 
at or less than 80 percent of area median income, (2) a minimum of 40 percent of mem
bers must have incomes at or less than 60 percent of area median income, or (3) a mini
mum of 20 percent of members must have incomes at or less than 50 percent of area 
median income. For purposes of this clause, "member income" means the income of 
a member existing at the time the member acquires cooperative membership, and 
"median income" means the St. Paul-Minneapolis metropolitan area median income 
as determined by the United States Department of Housing and Urban Development; 

(e) if a limited partnership owns the property, it must include as the managing gen
eral partner a nonprofit organization operating under the provisions of chapter 317A 
and qualifying under section 501(c)(3) or 501(c)(4) of the Internal Revenue Code of 
1986, as amended through December 31,1990, and the limited partnership agreement 
must provide that the managing general partner have sufficient powers so that it materi
ally participates in the management and control of the limited partnership; 

(f) prior to becoming a member of a leasehold cooperative described in this subdi
vision, a person must have received notice that (1) describes leasehold cooperative 
property in plain language, including but not limited to the effects of classification 
under this subdivision on rents, property taxes and tax credits or refunds, and operating 
expenses, and (2) states that copies of the articles of incorporation and bylaws of the 
cooperative association, the lease between the owner and the cooperative association, 
a sample sublease between the cooperative association and a tenant, and, if the owner 
is a partnership, a copy of the limited partnership agreement, can be obtained upon 
written request at no charge from the owner, and the owner must send or deliver the 
materials within seven days after receiving any request; 

(g) if a dwelling unit of a building was occupied on the 60th day prior to the date 
on which the unit became leasehold cooperative property described in this subdivision, 
the notice described in paragraph (f) must have been sent by first class mail to the occu
pant of the unit at least 60 days prior to the date on which the unit became leasehold 
cooperative property. For purposes of the notice under this paragraph, the copies of the 
documents referred to in paragraph (f) may be in proposed version, provided that any 
subsequent material alteration of those documents made after the occupant has 
requested a copy shall be disclosed to any occupant who has requested a copy of the 
document. Copies of the articles of incorporation and certificate of limited partnership 
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shall be filed with the secretary of state after the expiration of the 60-day period unless 
the change to leasehold cooperative status does not proceed; and 

(h) the county attorney of the county in which the property is located must certify 
to the assessor that the property meets the requirements of this subdivision. 

Homestead treatment must be afforded to units occupied by members of the coop
erative association and the units must be assessed as provided in subdivision 3, pro
vided that any unit not so occupied shall be classified and assessed pursuant to the 
appropriate class. No more than three acres of land may, for assessment purposes, be 
included with each dwelling unit that qualifies for homestead treatment under this sub
division. 

[For text ofsubds 7 and 8, see M.S. 1990] 

Subd. 9. Homestead established after assessment date. Any property that was not 
used for the purpose of a homestead on the assessment date, but which was used for 
the purpose of a homestead by June 1 of a year, constitutes class 1 or class 2a. 

Any taxpayer meeting the requirements of this subdivision must notify the county 
assessor, or the assessor who has the powers of the county assessor pursuant to section 
273.063, in writing, prior to June 15 of the year of occupancy in order to qualify under 
this subdivision. The assessor must not deny full homestead treatment to a property 
that is partially homesteaded on January 2 but occupied for the purpose of a full home
stead by June 1 of a year. 

The county assessor and the county auditor may make the necessary changes on 
their assessment and tax records to provide for proper homestead classification as pro
vided in this subdivision. 

The owner of any property qualifying under this subdivision, which has not been 
accorded the benefits of this subdivision, regardless of whether or not the notification 
has been timely filed, may be entitled to receive homestead classification by proper 
application as provided in section 270.07 or 375.192. 

The county assessor shall publish in a newspaper of general circulation within the 
county no later than June 1 of each year a notice informing the public of the require
ment to file an application for homestead prior to June 15. 

[For text ofsubds 10 to 12, see M.S. 1990] 

Subd. 13. Social security number required for homestead application. Every prop
erty owner applying for homestead classification must furnish to the county assessor 
that owner's social security number. If the social security number is not provided, the 
county assessor shall classify the property as nonhomestead. The social security num
bers of the property owners are private data on individuals as defined by section 13.02, 
subdivision 12, but, notwithstanding that section, the private data may be disclosed to 
the commissioner of revenue. 

At the request of the commissioner, each county must give the commissioner a list 
that includes the name and social security number of each property owner applying for 
homestead classification. 

If, in comparing the lists supplied by the counties, the commissioner finds that a 
property owner is claiming more than one homestead, the commissioner shall notify 
the appropriate counties. Within 90 days of the notification, the county assessor shall 
investigate to determine if the homestead classification was properly claimed. If the 
property owner does not qualify, the county assessor shall notify the county auditor 
who will determine the amount of homestead benefits that had been improperly 
allowed. For the purpose of this section, "homestead benefits" means the tax reduction 
resulting from the classification as a homestead under section 273.13, the taconite 
homestead credit under section 273.135, and the supplemental homestead credit under 
section 273.1391. The county auditor shall send a notice to the owners of the affected 
property, demanding reimbursement of the homestead benefits plus a penalty equal to 
50 percent of the homestead benefits. The property owners may appeal the county's 
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determination by filing a notice of appeal with the Minnesota tax court within 60 days 
of the date of the notice from the county. 

If the amount of homestead benefits and penalty is not paid within 60 days, and 
if no appeal has been filed, the county auditor shall certify the amount to the succeeding 
year's tax list to be collected as part of the property taxes. 

Any amount of homestead benefits recovered from the property owner must be 
transmitted to the commissioner by the end of each calendar quarter. Any amount 
recovered attributable to taconite homestead credit shall be transmitted to the St. Louis 
county auditor to be deposited in the taconite property tax relief account. The amount 
of penalty collected must be deposited in the county general fund. 

The commissioner will provide suggested homestead applications to each county. 
If a property owner has applied for more than one homestead and the county assessors 
cannot determine which property should be classified as homestead, the county asses
sors will refer the information to the commissioner. The commissioner shall make the 
determination and notify the counties within 60 days. 

In addition to lists of homestead properties, the commissioner may ask the coun
ties to furnish lists of all properties and the record owners. 

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

(1) the parcel on which the house is located is contiguous on at least two sides to 
(i) agricultural land, (ii) 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 two townships or cities, or 
a combination of townships or cities from the homestead; and 

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

Homesteads initially classified as class 2a under the provisions of this subdivision 
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). 

(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 two town
ships or cities or combination thereof from the homestead. 

(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. 

Subd. 15. Residence of disabled child, parent, or sibling of owner. The principal res
idence of an individual who has a permanent disability as defined in section 290A.03, 
subdivision 10, shall be classified as a homestead if the residence is wholly owned by 
a parent or both parents of the individual, by a child or children of the individual, or 
by a sibling or siblings of the individual. This subdivision does not apply to a residence 
owned by a child of a disabled parent if the property had been the homestead of the 
parent or parents of the child immediately prior to its acquisition by the child until the 
first levy year beginning three years after the date of acquisition. The application for 
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homestead benefits must be on a form prescribed by the commissioner and must con
tain the information necessary for the assessor to determine whether homestead classi
fication under this subdivision is warranted. 

[For text ofsubd 16, see M.S. 1990] 

History: 1991 c 291 art 1 s 15-19; art 12 s 9 

273.13 CLASSIFICATION OF PROPERTY. 

[For text ofsubds 1 to 21b, see M.S. 1990] 

Subd. 22. Class 1. (a) Except as provided in subdivision 23, real estate which is 
residential and used for homestead purposes is class 1. The market value of class la 
property must be determined based upon the value of the house, garage, and land. 

The first $72,000 of market value of class la property has a net class rate of one 
percent of its market value and a gross class rate of 2.17 percent of its market value. 
For taxes payable in 1992, the market value of class la property that exceeds $72,000 
but does not exceed $ 115,000 has a class rate of two percent of its market value; and 
the market value of class la property that exceeds $ 115,000 has a class rate of 2.5 per
cent of its market value. For taxes payable in 1993 and thereafter, the market value of 
class la property that exceeds $72,000 has a class rate of two percent. 

(b) Class lb property includes real estate or manufactured homes used for the pur
poses of a homestead by 

(1) any blind person, if the blind person is the owner thereof or if the blind person 
and the blind person's spouse are the sole owners thereof; or 

(2) any person, hereinafter referred to as "veteran," who: 
(i) served in the active military or naval service of the United States; and 
(ii) is entitled to compensation under the laws and regulations of the United States 

for permanent and total service-connected disability due to the loss, or loss of use, by 
reason of amputation, ankylosis, progressive muscular dystrophies, or paralysis, of both 
lower extremities, such as to preclude motion without the aid of braces, crutches, canes, 
or a wheelchair; and 

(iii) has acquired a special housing unit with special fixtures or movable facilities 
made necessary by the nature of the veteran's disability, or the surviving spouse of the 
deceased veteran for as long as the surviving spouse retains the special housing unit as 
a homestead; or 

(3) any person who: 
(i) is permanently and totally disabled and 
(ii) receives 90 percent or more of total income from 
(A) aid from any state as a result of that disability; or 
(B) supplemental security income for the disabled; or 
(C) workers' compensation based on a finding of total and permanent disability; 

or 
(D) social security disability, including the amount of a disability insurance bene

fit which is converted to an old age insurance benefit and any subsequent cost of living 
increases; or 

(E) aid under the Federal Railroad Retirement Act of 1937, United States Code 
Annotated, title 45, section 228b(a)5; or 

(F) a pension from any local government retirement fund located in the state of 
Minnesota as a result of that disability; or 

(4) any person who is permanently and totally disabled and whose household 
income as denned in section 290A.03, subdivision 5, is 150 percent or less of the federal 
poverty level. 

Property is classified and assessed under clause (4) only if the government agency 
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or income-providing source certifies, upon the request of the property owner, that the 
property owner satisfies the disability requirements of this subdivision. 

Property is classified and assessed pursuant to clause (1) only if the commissioner 
of jobs and training certifies to the assessor that the owner of the property satisfies the 
requirements of this subdivision. 

Permanently and totally disabled for the purpose of this subdivision means a con
dition which is permanent in nature and totally incapacitates the person from working 
at an occupation which brings the person an income. The first $32,000 market value 
of class lb property has a net class rate of .45 percent of its market value and a gross 
class rate of .87 percent of its market value. The remaining market value of class lb 
property has a gross or net class rate using the rates for class 1 or class 2a property, 
whichever is appropriate, of similar market value. 

(c) Class lc property is commercial use real property that abuts a lakeshore line 
and is devoted to temporary and seasonal residential occupancy for recreational pur
poses but not devoted to commercial purposes for more than 225 days in the year pre
ceding the year of assessment, and that includes a portion used as a homestead by the 
owner, which includes a dwelling occupied as a homestead by a shareholder of a corpo
ration that owns the resort or a partner in a partnership that owns the resort, even if 
the title to the homestead is held by the corporation or partnership. For purposes of 
this clause, property is devoted to a commercial purpose on a specific day if any portion 
of the property, excluding the portion used exclusively as a homestead, is used or avail
able for use for residential occupancy and a fee is charged for residential occupancy. 
Class lc property has a class rate of .8 percent of the first $32,000 of market value and 
one percent of market value in excess of $32,000 for taxes payable in 1992, and one 
percent of total market value for taxes payable in 1993 and thereafter with the following 
limitation: the area of the property must not exceed 100 feet of lakeshore footage for 
each cabin or campsite located on the property up to a total of 800 feet and 500 feet 
in depth, measured away from the lakeshore. 

Subd. 23. Class 2. (a) Class 2a property is agricultural land including any improve
ments that is homesteaded. The market value of the house and garage and immediately 
surrounding one acre of land has the same class rates as class la property under subdivi
sion 22. If the market value of the house, garage, and surrounding one acre of land is 
less than $ 115,000, the value of the remaining land including improvements equal to 
the difference between $115,000 and the market value of the house, garage, and sur
rounding one acre of land has a net class rate of .45 percent of market value and a gross 
class rate of 1.75 percent of market value. The remaining value of class 2a property over 
$115,000 of market value that does not exceed 320 acres has a net class rate of 1.3 per
cent of market value, and a gross class rate of 2.25 percent of market value. The remain
ing property over the $ 115,000 market value in excess of 320 acres has a class rate of 
1.6 percent of market value, and a gross class rate of 2.25 percent of market value. 

(b) Class 2b property is (1) real estate, rural in character and used exclusively for 
growing trees for timber, lumber, and wood and wood products; and (2) real estate that 
is nonhomestead agricultural land. Class 2b property has a net class rate of 1.6 percent 
of market value, and a gross class rate of 2.25 percent of market value. 

(c) Agricultural land as used in this section means contiguous acreage often acres 
or more, primarily used during the preceding year for agricultural purposes. Agricul
tural use may include pasture, timber, waste, unusable wild land, and land included in 
state or federal farm programs. "Agricultural purposes" as used in this section means 
the raising or cultivation of agricultural products. 

(d) Real estate of less than ten acres used principally for raising or cultivating agri
cultural products, shall be considered as agricultural land, if it is not used primarily for 
residential purposes. 

(e) The term "agricultural products" as used in this subdivision includes: 
(1) livestock, dairy animals, dairy products, poultry and poultry products, fur-

bearing animals, horticultural and nursery stock described in sections 18.44 to 18.61, 
fruit of all kinds, vegetables, forage, grains, bees, and apiary products by the owner; 
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(2) fish bred for sale and consumption if the fish breeding occurs on land zoned 
for agricultural use; 

(3) the commercial boarding of horses if the boarding is done in conjunction with 
raising or cultivating agricultural products as defined in clause (1); and 

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

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

(1) wholesale and retail sales; 
(2) processing of raw agricultural products or other goods; 
(3) warehousing or storage of processed goods; and 
(4) office facilities for the support of the activities enumerated in clauses (1), (2), 

and (3), 
the assessor shall classify the part of the parcel used for agricultural purposes as class 
lb, 2a, or 2b, whichever is appropriate, and the remainder in the class appropriate to 
its use. The grading, sorting, and packaging of raw agricultural products for first sale 
is considered an agricultural purpose. A greenhouse or other building where horticul
tural or nursery products are grown that is also used for the conduct of retail sales must 
be classified as agricultural if it is primarily used for the growing of horticultural or nur
sery products from seed, cuttings, or roots and occasionally as a showroom for the retail 
sale of those products. Use of a greenhouse or building only for the display of already 
grown horticultural or nursery products does not qualify as an agricultural purpose. 

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

[For text ofsubd 24, see M.S. 1990] 

Subd. 25. Class 4. (a) Class 4a is residential real estate containing four or more 
units and used or held for use by the owner or by the tenants or lessees of the owner 
as a residence for rental periods of 30 days or more. Class 4a also includes hospitals 
licensed under sections 144.50 to 144.56, other than hospitals exempt under section 
272.02, and contiguous property used for hospital purposes, without regard to whether 
the property has been platted or subdivided. Class 4a property has a class rate of 3.5 
percent of market value for taxes payable in 1992, and 3.4 percent of market value for 
taxes payable in 1993 and thereafter. 

(b) Class 4b includes: 
(1) residential real estate containing less than four units, other than seasonal resi

dential, and recreational; 
(2) manufactured homes not classified under any other provision; 
(3) a dwelling, garage, and surrounding one acre of property on a nonhomestead 

farm classified under subdivision 23, paragraph (b). 
Class 4b property has a class rate of 2.8 percent of market value for taxes payable 

in 1992, 2.5 percent of market value for taxes payable in 1993, and 2.3 percent of mar
ket value for taxes payable in 1994 and thereafter. 

(c) Class 4c property includes: 
(1) a structure that is: 
(i) situated on real property that is used for housing for the elderly or for low- and 

moderate-income families as defined in Title II, as amended through December 31, 
1990, of the National Housing Act and financed by a direct federal loan or federally 
insured loan made pursuant to Title II of the act; or 

(ii) situated on real property that is used for housing the elderly or for low- and 
moderate-income families as defined by the Minnesota housing finance agency law of 
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1971, as amended, or rules adopted by the agency pursuant thereto and financed by a 
loan made by the Minnesota housing finance agency pursuant to the provisions of the 
act. 

This clause applies only to property of a nonprofit or limited dividend entity. Prop
erty is classified as class 4c under this clause for 15 years from the date of the comple
tion of the original construction or substantial rehabilitation, or for the original term 
of the loan. 

(2) a structure that is: 
(i) situated upon real property that is used for housing lower income families or 

elderly or handicapped persons, as defined in section 8 of the United States Housing 
Act of 1937, as amended; and 

(ii) owned by an entity which has entered into a housing assistance payments con
tract under section 8 which provides assistance for 100 percent of the dwelling units 
in the structure, other than dwelling units intended for management or maintenance 
personnel. Property is classified as class 4c under this clause for the term of the housing 
assistance payments contract, including all renewals, or for the term of its permanent 
financing, whichever is shorter; and 

(3) a qualified low-income building as defined in section 42(c)(2) of the Internal 
Revenue Code of 1986, as amended through December 31,1990, that (i) receives a low-
income housing credit under section 42 of the Internal Revenue Code of 1986, as 
amended through December 31,1990; or (ii) meets the requirements of that section and 
receives public financing, except financing provided under sections 469.174 to 469.179, 
which contains terms restricting the rents; or (iii) meets the requirements of section 
273.1317. Classification pursuant to this clause is limited to a term of 15 years. 

For all properties described in clauses (1), (2), and (3) and in paragraph (d), the 
market value determined by the assessor must be based on the normal approach to 
value using normal unrestricted rents unless the owner of the property elects to have 
the property assessed under Laws 1991, chapter 291, article 1, section 55. If the owner 
of the property elects to have the market value determined on the basis of the actual 
restricted rents, as provided in Laws 1991, chapter 291, article 1, section 55, the prop
erty will be assessed at the rate provided for class 4a or class 4b property, as appropri
ate. Properties described in clauses (l)(ii), (3), and (4) may apply to the assessor for 
valuation under Laws 1991, chapter 291, article 1, section 55. The land on which these 
structures are situated has the class rate given in paragraph (b) if the structure contains 
fewer than four units, and the class rate given in paragraph (a) if the structure contains 
four or more units. This clause applies only to the property of a nonprofit or limited 
dividend entity. 

(4) a parcel of land, not to exceed one acre, and its improvements or a parcel of 
unimproved land, not to exceed one acre, if it is owned by a neighborhood real estate 
trust and at least 60 percent of the dwelling units, if any, on all land owned by the trust 
are leased to or occupied by lower income families or individuals. This clause does not 
apply to any portion of the land or improvements used for nonresidential purposes. For 
purposes of this clause, a lower income family is a family with an income that does not 
exceed 65 percent of the median family income for the area, and a lower income indi
vidual is an individual whose income does not exceed 65 percent of the median individ
ual income for the area, as determined by the United States Secretary of Housing and 
Urban Development. For purposes of this clause, "neighborhood real estate trust" 
means an entity which is certified by the governing body of the municipality in which 
it is located to have the following characteristics: 

(a) it is a nonprofit corporation organized under chapter 317A; 
(b) it has as its principal purpose providing housing for lower income families in 

a specific geographic community designated in its articles or bylaws; 
(c) it limits membership with voting rights to residents of the designated commu

nity; and 
(d) it has a board of directors consisting of at least seven directors, 60 percent of 
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whom are members with voting rights and, to the extent feasible, 25 percent of whom 
are elected by resident members of buildings owned by the trust; and 

(5) except as provided in subdivision 22, paragraph (c), real property devoted to 
temporary and seasonal residential occupancy for recreation purposes, including real 
property devoted to temporary and seasonal residential occupancy for recreation pur
poses and not devoted to commercial purposes for more than 250 days in the year pre
ceding the year of assessment. For purposes of this clause, property is devoted to a 
commercial purpose on a specific day if any portion of the property is used, or available 
for use for residential occupancy, and a fee is charged for residential occupancy. Class 
4c also includes commercial use real property used exclusively for recreational pur
poses in conjunction with class 4c property devoted to temporary and seasonal residen
tial occupancy for recreational purposes, up to a total of two acres, provided the 
property is not devoted to commercial recreational use for more than 250 days in the 
year preceding the year of assessment and is located within two miles of the class 4c 
property with which it is used. Class 4c property classified in this clause also includes 
the remainder of class lc resorts; 

(6) real property up to a maximum of one acre of land owned by a nonprofit com
munity service oriented organization; provided that the property is not used for a reve
nue-producing activity for more than six days in the calendar year preceding the year 
of assessment and the property is not used for residential purposes on either a tempo
rary or permanent basis. For purposes of this clause, a "nonprofit community service 
oriented organization" means any corporation, society, association, foundation, or 
institution organized and operated exclusively for charitable, religious, fraternal, civic, 
or educational purposes, and which is exempt from federal income taxation pursuant 
to section 501(c)(3), (10), or (19) of the Internal Revenue Code of 1986, as amended 
through December 31,1990. For purposes of this clause, "revenue-producing activi
ties" shall include but not be limited to property or that portion of the property that 
is used as an on-sale intoxicating liquor or nonintoxicating malt liquor establishment 
licensed under chapter 340A, a restaurant open to the public, bowling alley, a retail 
store, gambling conducted by organizations licensed under chapter 349, an insurance 
business, or office or other space leased or rented to a lessee who conducts a for-profit 
enterprise on the premises. Any portion of the property which is used for revenue-
producing activities for more than six days in the calendar year preceding the year of 
assessment shall be assessed as class 3a. The use of the property for social events open 
exclusively to members and their guests for periods of less than 24 hours, when an 
admission is not charged nor any revenues are received by the organization shall not 
be considered a revenue-producing activity; 

(7) post-secondary student housing of not more than one acre of land that is owned 
by a nonprofit corporation organized under chapter 317A and is used exclusively by 
a student cooperative, sorority, or fraternity for on-campus housing or housing located 
within two miles of the border of a college campus; and 

(8) manufactured home parks as defined in section 327.14, subdivision 3. 
Class 4c property has a class rate of 2.3 percent of market value, except that sea

sonal residential recreational property not used for commercial purposes under clause 
(5) has a class rate of 2.2 percent of market value for taxes payable in 1992, and for taxes 
payable in 1993 and thereafter, the first $72,000 of market value has a class rate of two 
percent and the market value that exceeds $72,000 has a class rate of 2.5 percent. 

(d) Class 4d property includes: 
(1) a structure that is: 
(i) situated on real property that is used for housing for the elderly or for low and 

moderate income families as defined by the Farmers Home Administration; 
(ii) located in a municipality of less than 10,000 population; and 
(iii) financed by a direct loan or insured loan from the Farmers Home Administra

tion. Property is classified under this clause for 15 years from the date of the completion 
of the original construction or for the original term of the loan. 

MINNESOTA STATUTES 1991 SUPPLEMENT

Copyright © 1991 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



249 TAXES; LISTING, ASSESSMENT 273.13 

The class rates in paragraph (c), clauses (1), (2), and (3) and this clause apply to 
the properties described in them, only in proportion to occupancy of the structure by 
elderly or handicapped persons or low and moderate income families as defined in the 
applicable laws unless construction of the structure had been commenced prior to Janu
ary 1,1984; or the project had been approved by the governing body of the municipality 
in which it is located prior to June 30, 1983; or financing of the project had been 
approved by a federal or state agency prior to June 30, 1983. Classification under this 
clause is only available to property of a nonprofit or limited dividend entity. 

(2) For taxes payable in 1992, 1993 and 1994, only, buildings and appurtenances, 
together with the land upon which they are located, leased by the occupant under the 
community lending model lease-purchase mortgage loan program administered by the 
Federal National Mortgage Association, provided the occupant's income is no greater 
than 60 percent of the county or area median income, adjusted for family size and the 
building consists of existing single family or duplex housing. The lease agreement must 
provide for a portion of the lease payment to be escrowed as a nonrefundable down pay
ment on the housing. To qualify under this clause, the taxpayer must apply to the 
county assessor by May 30 of each year. The application must be accompanied by an 
affidavit or other proof required by the assessor to determine qualification under this 
clause. 

(3) For taxes payable in 1992, 1993 and 1994, only, federally acquired buildings 
under four units and appurtenances, together with the land upon which they are located 
that is leased to a nonprofit corporation organized under chapter 317A that qualifies 
for tax exempt status under United States Code, title 26, section 501(c), or a housing 
and redevelopment authority authorized under sections 469.001 to 469.047; the pur
pose of the lease must be to allow the nonprofit corporation to provide transitional 
housing for homeless persons under the program established in Code of Federal Regula
tions, title 55, section 49489. As used in this clause, "transitional housing" has the 
meaning given in section 268.38, subdivision 1, except that the two-year restriction 
does not apply. If the property is purchased from the federal government by the non
profit corporation for the purpose of continuing to provide transitional housing after 
the expiration of the lease, the property shall continue to be eligible for this classifica
tion. To qualify under this clause, the taxpayer must apply to the county assessor by 
May 30 of each year. The application must be accompanied by an affidavit or other 
proof required by the county assessor to determine qualification under this clause. 
Property qualifying under this clause in 1992, 1993, or 1994 continues to receive a two 
percent class rate until the five-year lease has expired provided that the property contin
ues to be used for the purposes as described in this clause. 

Class 4d property has a class rate of two percent of market value. 
(e) Residential rental property that would otherwise be assessed as class 4 property 

under paragraph (a); paragraph (b), clauses (1) and (3); paragraph (c), clause (1), (2), 
(3), or (4), is assessed at the class rate applicable to it under Minnesota Statutes 1988, 
section 273.13, if it is found to be a substandard building under section 273.1316. Resi
dential rental property that would otherwise be assessed as class 4 property under para
graph (d) is assessed at 2.3 percent of market value if it is found to be a substandard 
building under section 273.1316. 

Subd. 31. Class 5. Class 5 property includes: 
(1) tools, implements, and machinery of an electric generating, transmission, or 

distribution system or a pipeline system transporting or distributing water, gas, crude 
oil, or petroleum products or mains and pipes used in the distribution of steam or hot 
or chilled water for heating or cooling buildings, which are fixtures; 

(2) unmined iron ore and low-grade iron-bearing formations as defined in section 
273.14; and 

(3) all other property not otherwise classified. 
Class 5 property has a class rate of 5.06 percent of market value. 
Subd. 32. Target class rate. All classes of property with a class rate of 5.06 percent 
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have a target class rate of four percent. At the time of submission of the biennial budget 
under section 16A. 11, the governor shall recommend the effective class rate for taxes 
payable in the following two calendar years by designating a "phase-in percentage," 
equal to the proportion of the effective class rate that will be based on the target class 
rate of four percent, with the remaining proportion based on the class rate of 5.06 per
cent. The governor shall identify and include within the budget funding for the 
increased expenditures for homestead and agricultural credit aid over the amount of 
expenditures for homestead and agricultural credit aid provided in Laws 1989, First 
Special Session chapter 1, that are estimated to result from the recommendation. At 
that time, the governor may propose alternative programs other than homestead and 
agricultural credit aid to prevent other taxpayers' taxes from increasing as a result of 
the governor's recommended increase in the phase-in percentage. The effective net class 
rate is the sum of the products of: 

(1) the phase-in percentage adopted by the legislature multiplied by four percent; 
and 

(2) 100 percent minus the phase-in percentage multiplied by 5.06 percent. 
The phase-in percentage in any year cannot be less than it was in the prior year. 

The phase-in percentage is ten percent for taxes payable in 1991, 29.2 percent for taxes 
payable in 1992, 34.0 percent for taxes payable in 1993, and 43.4 percent for taxes pay
able in 1994 and thereafter. 

Beginning in 1991, the commissioner of revenue shall annually set the effective 
class rate to use for taxes payable in the following year as provided in this subdivision 
and announce it by June 1. For purposes of any aid, levy limitation, debt limit, or salary 
limitation, and property tax administration, net tax capacity must be computed with 
reference to the effective class rate for the properties affected by this subdivision. 

Subd. 33. Unimproved property. Real property that is not improved with a struc
ture and that is not used as part of a commercial or industrial activity must be classified 
and assessed according to its highest and best use permitted under the local zoning ordi
nance. If the ordinance permits more than one use, the land must be classified and 
assessed according to the highest and best use permitted under the ordinance. If no such 
ordinance exists, the assessor shall consider the most likely potential use of the vacant 
land based upon the use made of surrounding land or land in proximity to the vacant 
land. 

History: 1991 c 291 art 1 s 20-25 
NOTE: Subdivision 31, as amended by Laws 1991, chapter 291, article 1, section 23; and subdivision 33, as added 

by section 25, are effective for taxes payable in 1993 and thereafter. See Laws 1991, chapter 291, article 1, section 65. 

273.1317 CLASSIFICATION OF 4C PROPERTY; LOW-INCOME HOUSING. 
Subdivision 1. Definitions, (a) "Area median gross income" means area median 

gross income as determined by the United States Secretary of Housing and Urban 
Development under section 142(d)(2)(B) of the Internal Revenue Code. 

(b) "Internal Revenue Code" means the Internal Revenue Code of 1986, as 
amended through December 31, 1990. 

(c) "Low-income unit" means a unit that meets the requirements of subdivision 
3 and section 42(i)(3)(B), (C), and (D) of the Internal Revenue Code. 

(d) "Project" means a project for residential rental property. A project consists of 
a single building and must include the entire residential part of the building. Property 
must not be treated as failing to be residential rental property merely because part of 
the building is used for purposes other than residential rental purposes. 

(e) "Rehabilitation expenditures" has the meaning given it in section 42(e)(2) of 
the Internal Revenue Code. 

(f) "Rent restricted units" means rent restricted units as denned and limited by 
section 42(g)(2) of the Internal Revenue Code. 

Subd. 2. Requirements. Residential rental property that does not receive a low-
income housing credit under section 42 of the Internal Revenue Code must meet the 
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requirements in subdivisions 3 to 5 to qualify for classification 4c under section 273.13, 
subdivision 25, paragraph (c), clause (3), item (iii). 

Subd. 3. Rent restrictions; income limits, (a) At the irrevocable election of the tax
payer, either: 

(1) 20 percent or more of the residential units in the project must be both rent-
restricted and occupied by individuals whose income is 50 percent or less of area 
median gross income; or 

(2) 40 percent or more of the residential units in the project must be both rent-
restricted and occupied by individuals whose income is 60 percent or less of area 
median gross income. 

(b) For purposes of meeting the income limits under paragraph (a) of tenants 
whose incomes increase, the provisions of section 42(g)(2)(D) and (E) of the Internal 
Revenue Code apply. 

Subd. 4. New or rehabilitated building. A building must be (1) a new building, the 
original use of which begins with the owners or developers of the building, or (2) an 
existing building with respect to which rehabilitation expenditures have been paid or 
incurred by the owner or developer. To qualify under this clause, the rehabilitation 
expenditures must meet the requirements of section 42(e)(3)(A) of the Internal Reve
nue Code. 

Subd. 5. Agreement. The owner or developer must execute an agreement with the 
local housing and redevelopment authority, or other authority as provided in subdivi
sion 7. The agreement must be for a term of 15 years. The agreement must provide that 
the requirements of subdivision 3 will be met during the term of the agreement. The 
agreement must provide that the owner or developer must maintain and make available 
to the authority the information and records the authority considers necessary to moni
tor compliance with the provisions of this section, including rents, the incomes of ten
ants, and the number of low-income units in the building. 

Subd. 6. Records review. The local housing and redevelopment authority or other 
authority shall annually review income and rental information and records maintained 
by the owner or developer to determine compliance with the requirements of this sec
tion. The local housing and redevelopment authority or other authority shall report to 
the assessor responsible for assessing the property at the time and in the manner 
required by the assessor. The assessor shall determine the classification of the property. 

Subd. 7. Housing authority. If a local housing or redevelopment authority does not 
exist in the jurisdiction, the county housing and redevelopment authority shall execute 
the duties imposed in subdivisions 5 and 6. If a county housing and redevelopment 
authority does not exist in the county, the municipality must appoint the administrator 
of section 8 certificates within the jurisdiction or contract with a qualified person or 
entity to perform the duties imposed in subdivisions 5 and 6. 

Subd. 8. Additional tax. Notwithstanding the provisions of section 273.01,274.01, 
or any other law, if the assessor determines that the provisions of this section have not 
been met for any period during which the property was classified under section 273.13, 
subdivision 25, paragraph (c), clause (3), item (iii), or valued under Laws 1991, chapter 
291, article 1, section 55, and received the benefits of this section, an additional tax is 
imposed. The additional tax is equal to the tax which would have been imposed if the 
property had not been classified under section 273.13, subdivision 25, paragraph (c), 
clause (3), item (iii), or valued under Laws 1991, chapter 291, article 1, section 55, and 
the tax actually imposed, during the period of noncompliance. The additional tax must 
be extended against the property on the tax list for the current year. No interest or pen
alties may be levied on additional taxes if timely paid. The tax imposed by this subdivi
sion is a lien upon the property assessed to the same extent and for the same duration 
as other taxes imposed on the property. 

History: 1991 c 291 art 1 s 26 

273.137 [Repealed, 1991 c 291 art 12 s 35] 
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273.1381 LOCAL UNITS ELECTING OUT OF LOCAL GOVERNMENT TRUST. 
(a) If a local option sales and use tax under section 297A.021 is not imposed in 

the county for the fiscal year, no payments may be made out of the local government 
trust fund to the county or to a city, town, or special taxing district located in the county 
for the fiscal year, except as provided in paragraph (b). 

(b) If a city or special taxing district is located in two or more counties and the local 
option tax is not imposed in one or more of the counties, the city, town, or special taxing 
district's aid payments from the local government trust fund equal the amount of the 
aid multiplied by a fraction, the numerator of which is the net tax capacity of the taxing 
district in counties imposing the tax and the denominator of which is the total net tax 
capacity of the taxing district. 

History: 1991 c 291 art 2 s 5 

273.1392 PAYMENT; SCHOOL DISTRICTS; COUNTIES. 
(1) Aids to school districts. The amounts of conservation tax credits under section 

273.119; disaster or emergency reimbursement under section 273.123; attached 
machinery aid under section 273.138; homestead credit under section 273.13; aids and 
credits under section 273.1398; enterprise zone property credit payments under section 
469.171; and metropolitan agricultural preserve reduction under section 473H.10, 
shall be certified to the department of education by the department of revenue. The 
amounts so certified shall be paid according to section 124.195, subdivisions 6 and 10. 

(2) Aids to counties. The amounts of human services aid increase determined 
under section 273.1398, subdivision 5b, shall be deposited in a human services aid 
account hereby created as an account within the state's general fund. The amount 
within the account shall annually be transferred to the department of human services 
by the department of revenue. The amounts so transferred shall be paid according to 
section 256.025. 

History: 1991 c 199 art 2 s 19 

273.1398 HOMESTEAD AND AGRICULTURAL CREDIT AND DISPARITY 
REDUCTION AID; CREDIT GUARANTEE. 

Subdivision 1. Definitions, (a) In this section, the terms defined in this subdivision 
have the meanings given them. 

(b) "Unique taxing jurisdiction" means the geographic area subject to the same set 
of local tax rates. 

(c) "Gross tax capacity" means the product of the gross class rates and estimated 
market values. "Total gross tax capacity" means the gross tax capacities for all property 
within the unique taxing jurisdiction. The total gross tax capacity used shall be reduced 
by the sum of (1) the unique taxing jurisdiction's gross tax capacity of commercial 
industrial property as defined in section 473F.02, subdivision 3, multiplied by the ratio 
determined pursuant to section 473F.08, subdivision 6, for the municipality, as defined 
in section 473F.02, subdivision 8, in which the unique taxing jurisdiction is located, 
(2) the gross tax capacity of the captured value of tax increment financing districts as 
defined in section 469.177, subdivision 2, and (3) the gross tax capacity of transmission 
lines deducted from a local government's total gross tax capacity under section 
273.425. Gross tax capacity cannot be less than zero. 

(d) "Net tax capacity" means the product of (i) the appropriate net class rates for 
the year in which the aid is payable, except that for aids payable in 1992 the class rate 
applied to class 4b property shall be 2.9 percent; the class rate applied to class 4a prop
erty shall be 3.55 percent; the class rate applied to noncommercial seasonal recreational 
residential property shall be 2.25 percent; and the class rates applied to portions of class 
la, lb, and 2a property shall be 2 percent for the market value between $68,000 and 
$110,000 and 2.5 percent for the market value over $110,000; for aid payable in 1993 
the class rate applicable to class 4a shall be 3.5 percent; and the class rate applicable 
to class 4b shall be 2.65 percent; and for aid payable in 1994 the class rate applicable 
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to class 4b shall be 2.4 percent, and (ii) estimated market values for the assessment two 
years prior to that in which aid is payable. The reclassification of mobile home parks 
as class 4c shall not be considered in determining net tax capacity for purposes of this 
paragraph for aids payable in 1991 or 1992. Any reclassification of property by Laws 
1991, chapter 291, shall not be considered in determining net tax capacity for aids pay
able in 1992. "Total net tax capacity" means the net tax capacities for all property 
within the unique taxing jurisdiction. The total net tax capacity used shall be reduced 
by the sum of (1) the unique taxing jurisdiction's net tax capacity of commercial indus
trial property as defined in section 473F.02, subdivision 3, multiplied by the ratio 
determined pursuant to section 473F.08, subdivision 6, for the municipality, as defined 
in section 473F.02, subdivision 8, in which the unique taxing jurisdiction is located, 
(2) the net tax capacity of the captured value of tax increment financing districts as 
defined in section 469.177, subdivision 2, and (3) the net tax capacity of transmission 
lines deducted from a local government's total net tax capacity under section 273.425. 
For purposes of determining the net tax capacity of property referred to in clauses (1) 
and (2), the net tax capacity shall be multiplied by the ratio of the highest class rate for 
class 3a property for taxes payable in the year in which the aid is payable to the highest 
class rate for class 3a property in the prior year. Net tax capacity cannot be less than 
zero. 

(e) "Previous net tax capacity" means the product of the appropriate net class rates 
for the year previous to the year in which the aid is payable, and estimated market val
ues for the assessment two years prior to that in which aid is payable. "Total previous 
net tax capacity" means the previous net tax capacities for all property within the 
unique taxing jurisdiction. The total previous net tax capacity shall be reduced by the 
sum of (1) the unique taxing jurisdiction's previous net tax capacity of commercial-
industrial property as defined in section 473F.02, subdivision 3, multiplied by the ratio 
determined pursuant to section 473F.08, subdivision 6, for the municipality, as defined 
in section 473F.02, subdivision 8, in which the unique taxing jurisdiction is located, 
(2) the previous net tax capacity of the captured value of tax increment financing dis
tricts as defined in section 469.177, subdivision 2, and (3) the previous net tax capacity 
of transmission lines deducted from a local government's total net tax capacity under 
section 273.425. Previous net tax capacity cannot be less than zero. 

(f) "Equalized market values" are market values that have been equalized by 
dividing the assessor's estimated market value for the second year prior to that in which 
the aid is payable by the assessment sales ratios determined by class in the assessment 
sales ratio study conducted by the department of revenue pursuant to section 124.2131 
in the second year prior to that in which the aid is payable. The equalized market values 
shall equal the unequalized market values divided by the assessment sales ratio. 

(g) "1989 local tax rate" means the quotient derived by dividing the gross taxes 
levied within a unique taxing jurisdiction for taxes payable in 1989 by the gross tax 
capacity of the unique taxing jurisdiction for taxes payable in 1989. For computation 
of the local tax rate for aid payable in 1991 and subsequent years, gross taxes for taxes 
payable in 1989 exclude equalized levies as defined in subdivision 2a. For purposes of 
computation of the local tax rate only, gross taxes shall not be adjusted by inflation or 
household growth. 

(h) "Current local tax rate" means the quotient derived by dividing the taxes lev
ied within a unique taxing jurisdiction for taxes payable in the year prior to that for 
which aids are being calculated by the net tax capacity of the unique taxing jurisdiction. 

(i) For purposes of calculating the homestead and agricultural credit aid autho
rized pursuant to subdivision 2, the "subtraction factor" is the product of (i) a unique 
taxing jurisdiction's 1989 local tax rate; (ii) its total net tax capacity; and (iii) 0.9767. 

(j) For purposes of calculating and allocating homestead and agricultural credit aid 
authorized pursuant to subdivision 2 and the disparity reduction aid authorized in sub
division 3, "gross taxes levied on all properties," "gross taxes," or "taxes levied" means 
the total taxes levied on all properties except that levied on the captured value of tax 
increment districts as defined in section 469.177, subdivision 2, and that levied on the 
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portion of commercial industrial properties' assessed value or gross tax capacity, as 
denned in section 473F.02, subdivision 3, subject to the areawide tax as provided in 
section 473F.08, subdivision 6, in a unique taxing jurisdiction. Gross taxes levied on 
all properties or gross taxes are before reduction by any credits for taxes payable in 
1989. "Gross taxes" are before any reduction for disparity reduction aid but "taxes 
levied" are after any reduction for disparity reduction aid. Gross taxes levied or taxes 
levied cannot be less than zero. 

"Taxes levied" excludes actual amounts levied for purposes listed in subdivision 
2a. 

(k) "Human services aids" means: 
(1) aid to families with dependent children under sections 256.82, subdivision 1, 

and 256.935, subdivision 1; 
(2) medical assistance under sections 256B.041, subdivision 5, and 256B.19, sub

division 1; 
(3) general assistance medical care under section 256D.03, subdivision 6; 
(4) general assistance under section 256D.03, subdivision 2; 
(5) work readiness under section 256D.03, subdivision 2; 
(6) emergency assistance under section 256.871, subdivision 6; 
(7) Minnesota supplemental aid under section 256D.36, subdivision 1; 
(8) preadmission screening and alternative care grants; 
(9) work readiness services under section 256D.051; 
(10) case management services under section 256.736, subdivision 13; 
(11) general assistance claims processing, medical transportation and related 

costs; and 
(12) medical assistance, medical transportation and related costs. 
(1) "Cost-of-living adjustment factor" means the greater of one or one plus the per

centage increase in the consumer price index minus .36 percent. In no case may the cost 
of living adjustment factor exceed 1.0394. 

(m) The percentage increase in the consumer price index means the percentage, 
if any, by which: 

(1) the consumer price index for the calendar year preceding that in which aid is 
payable, exceeds 

(2) the consumer price index for calendar year 1989. 
(n) "Consumer price index for any calendar year" means the average of the con

sumer price index as of the close of the 12-month period ending on May 31 of such cal
endar year. 

(o) "Consumer price index" means the last consumer price index for all-urban con
sumers published by the department of labor. For purposes of the preceding sentence, 
the revision of the consumer price index which is most consistent with the consumer 
price index for calendar year 1989 shall be used. 

(p) "Household adjustment factor" means the number of households for the sec
ond most recent year preceding that in which the aids are payable divided by the num
ber of households for the third most recent year. The household adjustment factor 
cannot be less than one. 

(q) "Growth adjustment factor" means the household adjustment factor in the 
case of counties, cities, and towns. In the case of school districts the growth adjustment 
factor means the average daily membership of the school district under section 124.17, 
subdivision 2, for the school year ending in the second most recent year preceding that 
in which the aids are payable divided by the average daily membership for the third 
most recent year. In the case of special taxing districts, the growth adjustment factor 
equals one. The growth adjustment factor cannot be less than one. 

(r) For aid payable in 1992 and subsequent years, "homestead and agricultural 
credit base" means the previous year's certified homestead and agricultural credit aid 

MINNESOTA STATUTES 1991 SUPPLEMENT

Copyright © 1991 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



255 TAXES; LISTING, ASSESSMENT 273.1398 

determined under subdivision 2 less any permanent aid reduction in the previous year 
to homestead and agricultural credit aid under section 477A.0132, plus, for aid payable 
in 1992, fiscal disparity homestead and agricultural credit aid under subdivision 2b. 

(s) "Net tax capacity adjustment" means (1) the total previous net tax capacity 
minus the total net tax capacity, multiplied by (2) the unique taxing jurisdiction's cur
rent local tax rate. The net tax capacity adjustment cannot be less than zero. 

(t) "Fiscal disparity adjustment" means the difference between (1) a taxing juris
diction's fiscal disparity distribution levy under section 473F.08, subdivision 3, clause 
(a), for taxes payable in the year prior to that for which aids are being calculated, and 
(2) the same distribution levy multiplied by the ratio of the highest class rate for class 
3 property for taxes payable in the year prior to that for which aids are being calculated 
to the highest class rate for class 3 property for taxes payable in the second prior year 
to that for which aids are being calculated. In the case of school districts, the fiscal dis
parity distribution levy shall exclude that part of the levy attributable to equalized 
school levies as defined in subdivision 2a. 

[For text ofsubds 2 to 2c, see M.S. 1990] 

Subd. 3. Disparity reduction aid. (a) For taxes payable in 1990, and subsequent 
years, the amount of disparity aid certified for each unique taxing jurisdiction for taxes 
payable in the prior year shall be multiplied by the ratio of (1) the jurisdiction's tax 
capacity using the class rates for taxes payable in the year for which aid is being com
puted, provided that the class rates for the portion of class la, lb, and 2a property shall 
be 2 percent for the market value between $68,000 and $110,000 and 2.5 percent for 
the market value over $110,000, to (2\ its tax capacity using the class rates for taxes 
payable in the year prior to that for which aid is being computed, both based upon mar
ket values for taxes payable in the year prior to that for which aid is being computed. 
For taxes payable in 1992 and subsequent years, the amount of disparity aid certified 
to each taxing jurisdiction shall be reduced by any reductions required in the current 
year or permanent reductions required in previous years under section 477A.0132. 

(b) The disparity reduction aid is allocated to each local government levying taxes 
in the unique taxing jurisdiction in the proportion that the local government's payable 
gross taxes bears to the total payable gross taxes levied within the unique taxing juris
diction. 

[For text of subd 4, see M.S. 1990] 

Subd. 5. Additional homestead and agricultural credit guarantee. Beginning with 
taxes payable in 1990, each unique taxing jurisdiction may receive additional home
stead and agricultural credit guarantee payments. 

Each year, the commissioner shall determine the total education aids paid under 
chapters 124 and 124A, homestead and agricultural credit aid and disparity reduction 
aid paid under this section, local government aid to cities, counties, and towns paid 
under chapter 477A, and human services aids, including, for aids paid in 1991 and 
thereafter, the amount paid under subdivision 5b, paid to counties for each taxing juris
diction. The commissioner shall apportion each governmental unit's aids to each 
school district portion of each city and town based upon the proportion that each school 
district portion of each city and town's tax capacity bears to the total tax capacity of 
the local governmental unit. For purposes of this subdivision, "governmental unit" 
includes counties, cities, towns, and school districts, and excludes special taxing dis
tricts. 

If the amount determined is less than the amount of homestead credit and agricul
tural credit received by all properties for taxes payable in 1989 in the school district 
portion of each city or town, the difference will be additional homestead and agricul
tural credit guarantee payments for that school district portion of the city or town in 
the following taxes payable year. The additional credit amount shall proportionately 
reduce the local tax rates of all governmental units levying taxes within that school dis
trict portion of the city or town in the following year. The commissioner shall certify 
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the amounts of additional credits determined under this subdivision to the county audi
tor at the time provided in subdivision 6. For aid payable in 1992 and subsequent years, 
the aid payable under this subdivision shall be reduced by any reductions required in 
the current year and permanent reductions required in previous years under section 
477A.0132. 

Subd. Sa. Aid adjustment for county human services aid. There shall be transferred 
to the human services aid account from the payment to a county under subdivision 2 
an amount representing a county's human services aid increase as calculated in subdivi
sion 5b, paragraphs (a) to (c). The amount calculated for each county shall be deducted 
equally from the July and December payments to the county under this section in 1991 
and subsequent years. The amount of the payments under subdivision 2 shall not be 
less than zero as a result of this adjustment. 

[For text ofsubds 5b and 5c, see M.S. 1990] 

Subd. 6. Payment. The commissioner shall certify the aids provided in subdivi
sions 2, 2b, 3, and 5 before December 1, 1989, and October 1 thereafter of the year pre
ceding the distribution year to the county auditor of the affected local government. The 
aids provided in subdivisions 2, 2b, 3, and 5 must be paid to local governments other 
than school districts at the times provided in section 477A.015 for payment of local 
government aid to taxing jurisdictions, except that the first one-half payment of dispar
ity reduction aid provided in subdivision 3 must be paid on or before August 31. The 
disparity reduction credit provided in subdivision 4 must be paid to taxing jurisdic
tions other than school districts at the time provided in section 473H.10, subdivision 
3. Aids and credit reimbursements to school districts must be certified to the commis
sioner of education and paid under section 273.1392. Except for education districts and 
secondary cooperatives that receive revenue according to section 124.2721 or 124.575, 
payment shall not be made to any taxing jurisdiction that has ceased to levy a property 
tax. 

Subd. 7. Appropriation. An amount sufficient to pay the aids and credits provided 
under this section for school districts, intermediate school districts, or any group of 
school districts levying as a single taxing entity is annually appropriated from the gen
eral fund to the commissioner of revenue. 

History: 1991 c 199 art 1 s 62; 1991 c 291 art 3 s 1-4; art 12 s 10; 1991 c 292 art 
7 s 22 

273.1399 REDUCTION IN STATE TAX INCREMENT FINANCING AID PAY
MENTS. 

Subdivision 1. Definitions. For purposes of this section, the following terms have 
the meanings given. 

(a) "Qualifying captured tax capacity" means the following amounts: 
(1) the captured tax capacity of a new or the expanded part of an existing economic 

development or soils condition tax increment financing district, other than a qualified 
manufacturing district, for which certification was requested after April 30, 1990; 

(2) the captured tax capacity of a qualified manufacturing district, multiplied by 
the following percentage based on the number of years that have elapsed since the dis
trict was first certified (measured from January 2 immediately preceding certification 
of the original tax capacity). In no case may the final amounts be less than zero or 
greater than the total captured tax capacity of the district: 

Number of Years Percentage 
1 0 
2 20 
3 40 
4 60 
5 80 
6 or more 100; 
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(3) the captured tax capacity of a new or the expanded part of an existing tax incre
ment financing district, other than an economic development or soils condition district, 
for which certification was requested after April 30, 1990, multiplied by the following 
percentage based on the number of years that have elapsed since the district was first 
certified (measured from January 2 immediately preceding certification of the original 
tax capacity). In no case may the final amounts be less than zero or greater than the total 
captured tax capacity of the district. 

Number of 
years 

0 t o 5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 or more 

Renewal and 
Renovation 
Districts 

0 
12.5 
25 
37.5 
50 
62.5 
75 
87.5 

100 
100 
100 
100 
100 
100 
100 
100 
100 

All other 
Districts 

0 
6.25 

12.5 
18.75 
25 
31.25 
37.5 
43.75 
50 
56.25 
62.5 
68.75 
75 
81.25 
87.5 
93.75 

100 
In the case of a hazardous substance subdistrict, the number of years must be mea

sured from the date of certification of the subdistrict for purposes of the additional cap
tured tax capacity resulting from the reduction in the subdistrict's or site's original tax 
capacity. 

(b) The terms defined in section 469.174 have the meanings given in that section. 
(c) "Qualified manufacturing district" means an economic development district 

that qualifies under section 469.176, subdivision 4c, paragraph (a), without regard to 
clauses (2) and (4), for which certification was requested after June 30, 1991, located 
in a home rule charter or statutory city that (1) has a population under 10,000 according 
to the last federal census and (2) is wholly located outside of a metropolitan statistical 
area as determined by the United States Office of Management and Budget. 

[For text ofsubd 2, see M.S.1990] 

Subd. 3. Calculation of education aids. For each school district containing qualify
ing captured tax capacity, the commissioner of education shall compute a hypothetical 
state aid amount that would be paid to the school district if the qualifying captured tax 
capacity were divided by the sales ratio and included in the school district's adjusted 
tax capacity for purposes of calculating equalized levies as defined in section 273.1398, 
subdivision 2a, and associated state aids. The commissioner of education shall notify 
the commissioner of revenue of the difference between the actual aid paid and the hypo
thetical aid amounts calculated for each school district, broken down by the municipal
ity that approved the tax increment financing district containing the qualifying 
captured tax capacity. The resulting amount is the reduction in state tax increment 
financing aid. 

[For text ofsubds 4 and 5, see M.S.1990] 

History: 1991 c 291 art 10 s 1,2 
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