ASSOCIATED GENERAL CONTRACTORS OF MINNESOTA
525 Park Street, Suite 110
St. Paul, MN 55103-2186
Telephone (651) 632-8929 * MN Wats (800) 552-7670 * Fax (651) 632-8928
WWwWWw.agcmn.org

MINNESOTA

2008 Legislative
Session Summary

By Tim Worke
Director-Highway & Transportation Division

Historic Transportation Funding Bill Highlights Successful Session
for Construction Industry

The 2008 legislative session had barely begun when history was made on February 25
with the passage of a massive 10-year, $6.6 billion transportation funding bill. With the
tragedy of the August 1, 2007 I-35W bridge collapse fresh in lawmakers’ minds,
lawmakers took matters into their own hands and courageously voted to override
Governor Pawlenty’s third veto in 30 months and enact a comprehensive transportation
funding bill.

A large Capital Investment (bonding) bill was also passed ($717M), along with a
supplemental bonding bill ($105.5M) and enabling legislation that may allow for the
development of the Mall of America Phase Il development to proceed. The MOA Phase
Il development totals $2.1 billion dollars and would represent the largest private real
estate development in state history.

In total.......... the 2008 legislative session has provided almost $10 billion of
construction market opportunity for AGC members!



Transportation Veto Override

All 85 Democrats in the House were joined by six Republicans in voting to override the
Governor’s veto — enough to provide the necessary
2/3rds majority. In the Senate, all 45 Democrats were
joined by two Republicans to tally enough votes to finally
move Minnesota off the mark and provide the much
" needed infusion of new revenues into the state’s aging
8% transportation systems. Without the Governor at the
« Y% table, lawmakers signed the bill (HF 2800) into law,

~ completing the historic moment.

Historic Effort
The historic nature of the veto override should not be lost on anyone who has been
around the transportation funding debate over the past 20 years. It takes a 2/3rds
majority of the legislature to enact a law over the objection of the Governor. In this
instance, the third rejection was the charm. Veto overrides do not occur with great
frequency in Minnesota. In fact, it has been almost 40 years - dating back to Governor
Harold LeVander’s administration - since the veto of a major party governor has been
overturned by the legislature! Historically, more than 97 percent of all vetoes have gone
unchallenged or have been sustained - truly long shot odds that the transportation
funding battle was forced to overcome.

Progress in Motion (PIM)
Success would not have been possible without the engaged, collaborative advocacy
effort sustained by the Progress in Motion Coalition. PIM provided the funding, focus
and message development strategies necessary to mount the required public pressure
to convince lawmakers to enact the bill. Industry, organized labor and transportation
advocates of all stripes came together under the PIM umbrella and accomplished
something greater than anything that could have been accomplished independently.
Special thanks are directed to the many contractors and industry suppliers who helped
fund the PIM effort and to those who were so intimately involved in strategy
development.

Much work remains for Minnesota to adequately address our transportation needs, yet a
hard fought victory must be acknowledged and celebrated. Below are brief summaries
of the legislation (HF2800) and links to explore the text of the bill and to view additional
detail regarding Mn/DOT’s investment and implementation strategies.

(Each piece of legislation signed into law is assigned a chapter number in addition to the bill
number of the final version of the text. Chapters are catalogued in numeric order of their signing
by the Governor. The Revisor of Statutes maintains a web link that contains active links to all
chapters and their respective bill texts. Detailed summary information is also included. The
master chapter and summary information can be accessed for all bills by using the following link:
http://www.house.leg.state.mn.us/bills/chapters.asp?ls year=85&session _number=0.)



http://www.house.leg.state.mn.us/bills/chapters.asp?ls_year=85&session_number=0

Transportation Funding
HF 2800 (Chapter 152)

Key Provisions

Ten year revenue estimates:

Trunk highway fund $3,426,479,000
CSAH $1,455,128,000
MSA $ 382,223,000
Other local roads $ 118,216,000
Metropolitan area transit $1,152,027,000
Greater MN transit $ 58,216,000

TOTAL $6,592,288,000

Ten Year Revenue Estimates
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2008-2009 biennium increases:

Greater MN transit $ 1,700,000
Northstar extension study $ 250,000

Ports $ 500,000

State roads — operations & maintenance $ 41,352,000
State roads — investment support $ 34,034,000
Highway debt service $ 7,211,000
CSAH $ 50,173,000
MSAS $ 13,179,000
State Patrol $ 3,653,000
Federal emergency relief $132,000,000

Value capture study $ 325,000
Total 08-09 appropriations increase: $284,377,000

The funding for metropolitan area transit will come from the ¥ percent sales tax
imposed by counties in the metropolitan area. The estimated revenue generated is
about $68 million in FY09, increasing to $135.5 million in FY2018.

Major Funding and Policy Components
e 5 centincrease in gas tax
- 2 cents starting on the first day of the month following 21 days after
enactment
- 3 cents on October 1, 2008
e 3.5 cent surcharge on gas tax for Trunk Highway bond debt repayment
Rate schedule:

FY2009 .5 cents

FY2010 2.1 cents

FY2011 2.5 cents

FY2012 3.0 cents

FY2013 3.5 cents
e Bonding:

- $1.8Bin Trunk Highway bonds issued over 10 years (FY2009-FY2018)
- $600M of bonds dedicated to a new Bridge Account for repair and
improvements of fracture critical bridges
e Tab Fees: Eliminates the caps on license tab fees and changes the tab
depreciation schedule
e Leased Vehicle Sales Tax: Dedicates the sales tax on leased vehicles to
Greater Minnesota transit and local roads starting in FY2010; to be fully phased-
in by FY2012:
- 50% to greater Minnesota transit
- 50% to County Highways for counties in the metropolitan area (excluding
Hennepin and Ramsey) so that each county shall receive the percentage
its population bears to the total population
e $25 tax credit for low-income residents to offset impact of gas tax
Sales Tax: Authorizes metropolitan area counties to impose a % percent sales
tax for transit. Effective July 1, 2008.




- Counties whose proportional annual sales tax revenue is less than or
equal to 3% are guaranteed to receive at least as much back as the
revenue they generated (See implementation detail below)

e Greater Minnesota Sales Tax: Authorizes counties in Greater Minnesota to
levy a sales tax of up to ¥z percent for transportation purposes
Local System Bonds: $60M in GO bonds for local roads and local bridges

e County State Aid Highway (CSAH) Formula Change: Money generated by
new gas tax, license tab fees, and increased motor vehicle sales tax distributed
with formula based 60% on needs and 40% vehicle registrations

e Toll Prohibition: Prohibits charging tolls on existing general purpose lanes

e Change in the Flexible Highway Account funded with the 5% that comes off the
top prior to the 62/29/9 distribution to trunk highway fund; CSAH and MSA
Funds will be used for turnbacks and safety improvements on county highways,
municipal highways, streets or town roads, and routes of regional significance

e Transportation Strategic Management and Operations Advisory Task
Force: The Task Force will advise the governor and legislature on management
and operations strategies that will improve efficiency in transportation (one
member representing the construction industry is to be appointed by the
Governor); a report is due by Dec. 15, 2008 to the Governor and chairs of the
committees with jurisdiction over transportation

Bill summary link: http://www.house.leg.state.mn.us/hrd/as/85/as152.html
Financial spreadsheet: http://www.house.leg.state.mn.us/fiscal/files/trans08152.pdf
Revenue estimates: http://www.house.leg.state.mn.us/fiscal/files/trans0810.pdf

Metro Area Transit Sales Tax Implementation
The .25% sales tax goes into effect on July 1, 2008, in Anoka, Dakota, Hennepin,
Ramsey, and Washington Counties.

The Minnesota Department of Revenue has issued a sales tax bulletin that explains in
detail how the new tax will be implemented across a range of contracting and
purchasing examples. A form (ST-3) has also been developed to allow exemptions
from the tax to be claimed for multi-year construction contracts that were in effect prior
to enactment of the tax.

The bulletin and exemption forms can be accessed with the following link(s):
http://www.taxes.state.mn.us/taxes/sales/publications/newsletters/newsletters/brief noti
ce.pdf and http://www.taxes.state.mn.us/taxes/sales/forms/st3.pdf.
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2007 Transportation Policy
HF 3486 (Chapter 287)

This major policy bill failed to pass during the 2007 session due to a scheduling backlog
on the final day of session. It was resurrected and passed into law this year following
an initial veto over a dispute involving a national identification program called “Real ID.”
The many provisions of the bill include:

Weight Limits: Makes changes to weight limits

Reports: Requires a number of reports to be completed by Mn/DOT,
including an annual report on the status of major highway projects
Electronic Bidding: Changes bidding procedures, allowing Mn/DOT to
advertise for bids and announce bid results electronically

Contracts: Proscribes procedures and requirements for Mn/DOT to follow
before entering into a contract for trunk highway work to be completed by a
private entity in excess of $100,000

Bridge Inspections: Requires annual bridge inspections and specifies
factors for less frequent inspection of bridges, which must be at least every
two years; makes technical changes

Commercial Vehicle Inspections: Makes changes to commercial vehicle
inspection requirements and inspection decal display and requires written
inspection reports, including vehicles classified as special mobile equipment
ASpeci al Mo b i | eAmEnglaithe plefidtiont 0b“special mobile
equipment” to include vehicle-mounted concrete pumps; the section expires
December 31, 2009

DBE Goals: Directs Mn/DOT to include sanctions in contracts involving
federal funding when the contractor does not meet or make a good faith effort
toward meeting disadvantaged business enterprise goals; requires a report to
the legislature each odd-numbered year

Life-Cycle Cost Analysis: For each project involving reconditioning,
resurfacing, and road repair, Mn/DOT must perform a life-cycle cost analysis
and award the project utilizing the paving material with the lowest life-cycle
cost; goes into effect starting July 1, 2011 and requires annual report to be
completed

Unified Carrier Registration Agreement: Directs Mn/DOT to enter into the
Unified Carrier Registration Agreement and administer the program as
directed by federal laws and regulations, and to implement a temporary
interstate registration program until the agreement is effective

Design Build - LRT: Defines the design-build method for construction
contracting, allows light rail transit facilities to be built using the design-build
method, and makes most of the current law provisions governing trunk
highway construction using design-build also apply to light rail transit
construction



A summary of the bill is available at the following link:
https://www.revisor.leg.state.mn.us/laws/?id=287&doctype=Chapter&year=2008&type=
0.

A copy of the bill text can be accessed at:
https://www.revisor.leg.state.mn.us/bin/bldbill.php?bill=ccrhf3800B.html&session=Is85.

2008 Transportation Policy
HFE3800 (Chapter 350)

A second omnibus transportation policy
bill was enacted and signed into law that
contains a multitude of changes to
general transportation laws, vehicle, and
public safety policy provisions. Many
controversial provisions were dropped
from this bill in the final days of the
legislative session to ensure it would be
signed by Governor Pawlenty. One of
the provisions dropped from the bill during negotiations was the AGC of Minnesota
proposed changes to the highway design-build statute.

Highlights of the bill include:

e Farm Vehicles/Implements of Husbandry: Makes changes to various farm
and farm-related vehicle weight limits

e USDOT Numbers: Expands the exceptions to a requirement that trucks
weighing over 10,000 pounds must have a carrier number issued by the U.S.
Department of Transportation, and makes technical changes to update
terminology and remove obsolete language; exempts vehicles that are not used
in interstate or intrastate commerce, as well as vehicles owned and solely used
for official business by governmental agencies

e Special Mobile Equipment: Changes the definition of "special mobile
equipment” to make clarifications, remove vehicle examples, and remove
concrete pumps and street-sweeping vehicles (which makes the vehicles subject
to vehicle registration provisions); change is effective for vehicles with a
registration period beginning after March 1, 2009

e Concrete Pumps and Street-Sweeping Vehicles: Provides that concrete
pumps and street-sweeping vehicles are taxed at 15 percent of the Minnesota
base rate schedule, and requires these vehicles to display distinctive plates;
effective for vehicles with a registration period beginning after March 1, 2009

e Trailer, Semitrailer: Modifies requirements for brakes on trailers and
semitrailers (those pulled by a semi truck) so that trailers weighing over 3,000
pounds must have a braking capability if it becomes detached from the towing
vehicle; removes exemptions from trailer brake requirements for certain trailers
and semitrailers
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e Inspection Decal - Violation, Penalty: Makes it a gross misdemeanor to
duplicate, alter, or forge a commercial vehicle inspection decal, and makes it a
gross misdemeanor to possess a fraudulent decal

¢ Notification of Conviction for Violation by Commercial Driver: Establishes
employer and Department of Public Safety notification requirements for
commercial driver’s license holders convicted of criminal offenses or certain
traffic violations

¢ Notification of Suspension of License of Commercial Driver: Requires
commercial driver’s license holders to notify their employer upon suspension,
revocation, cancellation, or disqualification of their license

A complete summary of the bill and a copy of the bill text can be found using the
following links: http://www.house.leg.state.mn.us/hrd/bs/85/hf3800.htm| and
https://www.revisor.leg.state.mn.us/bin/bldbill.php?bill=ccrhf3800B.html&session=Is85.

Capital Investment Bill
HF380/SF3295 (Chapter 179)

The legislature passed a $925 million capital investment bill that was subsequently
trimmed by the Governor’s veto pen to $717 million.
Several large scale projects that were initially vetoed from
this legislation were reinstated and passed as part of a
supplemental capital investment bill late in the session -
Chapter 365. The large financial commitment in this bill to
capital improvements at public facilities, state agencies,
and through various other asset preservation and
improvements across the state will provide significant
market opportunities for AGC building sector members in
the coming months.

A complete detailed spreadsheet of each appropriation can be found and tracked under
the heading (Chapter 179) at: http://www.house.leg.state.mn.us/fiscal/files/bond08.pdf.

INVESTMENT HIGHLIGHTS

University of Minnesota: Appropriates a total of $105.166 million for the state’s share
of project costs

e HEAPRA - $35M

e Science Teaching Student Services - $48.333M

e Civil Engineering Addition - $10M

e Community Services Building Renovation - $5M

Minnesota State Colleges and Universities: Appropriates a total of $234.225 million
for improvements to MNSCU facilities across the state
e HEAPRA - $55M
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Inver Hills Community College Classroom Renovation - $13.2M

Anoka Ramsey Community College Classroom Building Addition - $10.5M
Metro State Law Enforcement Center - $13.9M

MSU Mankato/Trafton Hall - $25.5

MN State University Moorhead/Lommen Hall Renovation - $13.1M

St. Cloud State University/Brown Hall Renovation - $14.8M

St. Paul College/Transportation and Applied Tech Lab - $13.5M

SW State University/Science, Hotel, Restaurant Renovation - $9M
Winona State Memorial Hall - $8.4M

Duluth DECC and UMD Arena: $38 million

Bemidji Regional Events Center (BREC): $20 million

St. Cloud State University/National Hockey Center Improvements: $6.5 million
State Matching Funds for USEPA Capitalization Matching Grants: $30 million
Wastewater Infrastructure Fund: $15.3 million

Itasca County/Infrastructure to Support MN Steel Plant Expansion: $28 million

Supplemental Capital Investment Bill
HF4072 (Chapter 365)

This supplemental capital investment bill was passed late in the session and includes
funding for five projects, totaling $105.5 million. The higher profile investments in this
bill include the necessary $70 million of state matching funds to allow the Central
Corridor Light Rail Line to proceed and $20 million for the acquisition of land and
development of a new Lake Vermillion State Park.

Aggregate Sales Tax Exemption
HE 3201 (Chapter 154)

A provision exempting the dellvery of aggregate products from the payment of sales tax
was passed and signed into law (Chapter 154,
HF 3201) as part of a larger omnibus tax bill.

{ The provision specifically exempts delivery

| charges from sales tax payment for aggregate
B materials and concrete block used in public

__ road construction and for deliveries to private
roads in a township outside the seven-county
metropolitan area up to the fire number sign.
The changes are expected to simplify what had
become a cumbersome implementation




situation, leading to much confusion in the construction and trucking industries. The
exemption will go into effect July 1, 2008.

A copy of the Department of Revenue Implementation Notice that depicts changes to
the law is attached as Addendum A.

Uniform Municipal Contracting Law Threshold

Amounts Modification
SF 3622 (Chapter 207)

This bill makes changes modifying contract threshold amounts subject to certain
requirements under the uniform municipal contracting law.

Contracts in Excess of $100,000: The threshold amount for contracts requiring the
solicitation of sealed bids is raised from the current $50,000 to contract amounts
estimated to exceed $100,000.

Contracts from $25,000 to $100,000: If the amount of the contract is estimated to
exceed $25,000 but not to exceed $100,000, the contract may be made either upon
sealed bids or by direct negotiation, by obtaining two or more quotations for the
purchase or sale when possible, and without advertising for bids or otherwise complying
with the requirements of competitive bidding.

Contracts for $25,000 or Less: If the amount of the contract is estimated to be
$25,000 or less, the contract may be made either by quotation or in the open market at
the discretion of the governing body.

In all instances, the Best Value Contracting Method may be utilized as an alternative
bidding mechanism.

The bill is effective Auqust 1, 2008.

A copy of the bill text can be accessed at the following web link:
https://www.revisor.leg.state.mn.us/bin/bldbill.php?bill=H3646.0.htmI&session=Is85.

Energy Conservation in Buildings
SF 2706 (Chapter 278)

This bill requires the development of energy-efficiency performance standards for new
and substantially reconstructed commercial, industrial and institutional buildings.

It requires the Commissioner of Administration to contract with the Center for
Sustainable Building Research at the University of Minnesota to develop and implement
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energy-efficient performance standards for new and substantially reconstructed
residential, commercial, industrial, and institutional buildings, to be known as
Sustainable Building 2030. A plan must be presented to the legislature by July 1, 2009,
to train architects to incorporate the standards in building design, incorporate the
standards in utility conservation improvement programs (CIP), and develop programs to
monitor energy use in buildings that adopt the standards. The standards must measure
energy use and corresponding greenhouse gas emissions per foot for different building
types, and must be updated every three to five years. The standards should be
designed to achieve the following carbon emissions per square foot reductions with
respect to a 2003 baseline: 60 percent by 2010; 70 percent by 2020; and 90 percent by
2025. Any performance standard must be cost-effective, as reflected in a conclusive
engineering analysis.

The annual amount of the contract with the Center may be up to $500,000, of which no
more than $150,000 may be spent on administration, coordination and oversight. The
balance must be spent on contracts for technical projects that support the standards,
including:
RD&D of new energy-efficient technologies
} analysis and evaluation of energy use in buildings
} analysis of the effectiveness and cost-effectiveness of the guidelines; and
} development and delivery of training programs for architects, engineers and
others in the construction industry.

I-35W Bridge Survivor Compensation
HE2553 (Chapter 288)

This bill creates a structure to provide compensation to survivors of catastrophes. The
structure would apply whenever the legislature enacts a law appropriating money for
catastrophe survivors. Under this structure, a special master would notify each survivor
of the amount the survivor compensation fund proposes to pay to the survivor. The
survivor could accept this offer (and waive the right to sue public entities) or reject the
offer (and retain the right to sue).

e “Survivor’ is defined as a person who was on the [-35W bridge when it collapsed,
or who is the personal representative of a person who was on the bridge.
Requires claims to be filed by September 1, 2009. Provides that emergency relief
payments received by a survivor must be offset from the amount the survivor
otherwise would receive from the fund.

e $39.32 million is appropriated from the general fund for deposit in the
catastrophe survivor
compensation fund and
procedures are specified
for making payments to ek

survivors of the 1-35W %\\! A gt

bridge collapse.
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e Each survivor is eligible to receive up to $400,000 and allows for additional
supplemental payments to be made for greater loss.

e Requires the special master to determine a survivor’s loss and make payments
without reference to state tort liability limits.

e Provides that the state is entitled to recover from any third party, including a state
contractor, for payments made from the fund, to the extent the third party caused
the catastrophe.

e Provides that an attorney representing a survivor with respect to a claim filed with
the special master must not charge the survivor a fee.

A detailed summary of the bill can be accessed by using the following link:
http://www.house.leg.state.mn.us/hrd/bs/85/HF2553.html.

Jobs and Economic Development
HE 3722 (Chapter 300)

Gypsum - Construction Debris as Cover Material Prohibited: Prohibits construction
debris or residuals from processed construction debris that contains gypsum, to be
managed as cover material at disposal facilities, except in specified circumstances.
Allows residual material mixed at 1:1 ratio of soil to gypsum to be used as cover
material if other conditions specified are met.

State Building Code
HE 3574 (Chapter 322)

This bill changes the means of determining whether a municipality must administer and
enforce the State Building Code within its jurisdiction. Currently, the code is enforced
by municipalities that either adopted the code by June 3, 1977, or subsequently elected
to enforce the code following a public hearing on the issue. Under this bill, code
enforcement is required of any municipality having an ordinance adopting the code in
effect as of January 1, 2008, except municipalities with populations fewer than 2,500
located outside the seven-county metropolitan area. A municipality not otherwise
required to enforce the code may choose to do so within its jurisdiction by adopting the
code by ordinance.

Global Biennial Budget Agreement
HE 1812 (Chapter 363)

The supplemental budget bill enacts the necessary budget cuts, spending adjustments
and fund transfers to balance the state books. For the current biennium, lawmakers
needed to close a $935 million state budget deficit.
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The final negotiated agreement calls for $500 million to be taken from the state's $653
million budget reserve, and $355 million in spending cuts.

Construction and Demolition Waste Report: A report to the legislature is required by
December 1, 2008 that analyzes the availability and collection and processing capacity
in the seven-county metro area for the recycling of C&D wastes. The report must
recommend a percentage of the total weight of C&D waste generated in the seven-
county area that represents an achievable but aggressive recycling goal that can be
reached by 2012 and must include an analysis of the economic and environmental
costs and benefits of achieving that goal.

A copy of the bill and bill summary can be found with the following link:
http://www.house.leg.state.mn.us/hrd/as/85/as363.html# To0c199140636.

Omnibus Tax Bill
HF 3149 (Chapter 366)

A major provision of this law enacts changes to aggregate property tax classifications,
increases the aggregate production tax, and makes changes to the distribution of the
aggregate production tax proceeds.

Aggregate Resource Preservation Property Tax Law: Establishes an Aggregate
Resource Preservation Property Tax Law for certain property containing un-mined
commercial aggregate; program requirements and administration processes are
defined. Application for valuation deferment must be filed by May 1 of the assessment
year. A covenant on the land restricts the use of the property’s surface to that which
exists on the date of the application and limits its future use to the preparation and
removal of the aggregate commercial deposit under its surface.

Directs that qualifying land must be valued as if it were agricultural property, using a per
acre valuation equal to the current year’s per acre valuation of agricultural land in the
county. The County Assessor is prohibited from considering any additional value
resulting from potential alternative and future uses of the property. The buildings
located on the land are valued in the normal manner

Effective for taxes levied in 2009, payable in 2010, and thereafter, except that for the
2009 assessment the application date is September 1, 2009.

Class 2e - Classification for Commercial Un-mined Aggregate: Establishes a new
“sub-class” for property containing the commercial aggregate deposit that is not being
actively mined, with a class rate of 1 percent of market value and defines eligibility
criteria. Provides that when any portion of the property classified under this provision
begins to be actively mined, the owner must file a supplemental affidavit within 60 days
and the property must be classified as commercial in the next subsequent assessment
year.
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This change is effective for taxes levied in 2009, payable 2010, and thereatfter.

Aggregate Production Tax Increase: The aggregate production tax is increased from
a current rate of “up to” ten cents per cubic yard or “up to” seven cents per ton to 21.5
cents per cubic yard or 15 cents per ton. The imposition of this tax is a county option;
currently about 34 counties impose the tax.

The tax is not imposed on the aggregate excavated in the county until it is transported
from the site or sold, whichever occurs first. A county, city, or town that receives
revenue from this provision is prohibited from imposing any additional host community
fees on the aggregate production.

The new aqggregate production tax rate is effective January 1, 2009.

Distribution of the aggregate production tax proceeds is changed to allow the county to
retain an annual administrative fee of up to five percent of the total taxes collected.

After the reduction for the administrative fee, the balance is distributed as follows:

Current H.F. 3149
County road and bridge fund 60% 42.5%
Town road and bridge fund or city general 30%
fund as determined by county board
General fund of city or town where the mine 42.5%
is located or to the county, if mine is in an
unorganized town
Restoration of abandoned pits, quarries, or 10% 15%
deposits

If there are no abandoned pits, quarries, or deposits, this portion must be used for any
other unmet reclamation need or for conservation or other environmental needs.
(Current law deposits this portion in the county’s road and bridge fund.)

Mall of America Phase II: Various changes are made to allow the City of Bloomington,
by affirmative vote of the City Council, to approve the necessary financing mechanisms

to accomplish the construction of the $2.1 billion "

MOA Phase Il expansion. The Phase Il MOA i Y
expansion would be the largest private real estate 1-5""““'“““5 s
development in the state’s history and would create R munmuq B

over 7,000 construction jobs. In order for the project
to proceed, state enabling legislation was passed,
imposing certain restrictions and requirements on the
project as follows:
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Tax Increment Financing District: The City of Bloomington is authorized to transfer
property from the Phase | Tax Increment Finance (TIF) district to the Phase Il TIF
district. This property represents the portion of the Phase | district that has not been
developed or that contains the Phase | parking ramp. Because the Phase Il district runs
through 2018 and the Phase | district ends in 2015, the transfer will allow the collection
of three additional years of increment from these parcels.

Various special requirements are imposed on the Phase Il TIF district:

All increments must be used for public infrastructure costs (e.g., the parking ramp
or streets) and public improvements under the restated agreement between the
MOA and the City of Bloomington.

Bloomington is to enter a contract with the developer requiring Phase 1l to be
constructed, to the greatest extent practicable, from American steel as a
condition for receiving public assistance. No theater or auditorium providing live
entertainment may be built on the site, but this does not prohibit movie theaters,
nightclubs, or museums.

Drawing water from an aquifer for a man-made lake, water park or similar
structure is prohibited.

The agreement is to require payment of wages sufficient to generate annual
income equal to the federal poverty level for a family of four (approximately
$21,000 for 2007). This requirement applies only to full-time, permanent
employees. Temporary or seasonal employees are exempt, as are nonprofit
employers and businesses with fewer than 50 employees.

The developer must enter a labor peace agreement with the labor organization
that is most actively engaged in attempting to represent hotel workers in
Hennepin and Ramsey counties. The agreement must prohibit boycotts or
similar efforts to discourage patronage of the hotel for at least five years. This
does not apply to retail operations with less than $250,000 of gross revenues per
year.

Local Taxing Authority: Authorizes the city of Bloomington to impose several local
taxes, the proceeds of which must be used to finance the parking facility for Phase Il of

MOA:

Sales tax: a general sales and use tax of up to 1 percent on sales within the two
MOA TIF districts

Lodging tax: a lodging tax up to 1 percent within a taxing district in the city that
the city council defines; must include the two MOA TIF districts

Admissions and recreation tax: up to a 1 percent tax on admissions to
entertainment and recreational facilities and rental of recreational equipment
within the MOA TIF districts or within a bigger area that the city specifies

Food and beverage tax: up to 3 percent tax on food and beverages for
consumption on or off the premises within the MOA TIF districts

The City of Bloomington is authorized to use the proceeds of its existing city lodging tax
(notwithstanding restrictions under another law) derived from facilities within the Phase
Il TIF district for the project, rather than the usual purposes for which those revenues
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must be used. That is, the city would be allowed to use its existing lodging tax revenues
from the Phase Il MOA hotel(s) for the MOA Phase Il parking ramp.

Effective date: Upon local approval by the City of Bloomington
Various other requirements and restrictions concerning the issuing of State Revenue
Bonds and the creation of a developer’s agreement are defined and imposed upon the

City of Bloomington.

A detailed summary of the bill can be accessed using this web link:
http://www.house.leg.state.mn.us/hrd/bs/85/HF3149.html|

A copy of the bill text can be accessed with this web link:
https://www.revisor.leg.state.mn.us/bin/bldbill.php?bill=ccrhf3149C.html&session=1s85

Epilogue

The 2008 legislative session will long be remembered as the year the logjam on
transportation funding was finally broken. When coupled with the substantial gains
made in the general building marketplace, there is no doubt 2008 represents one of the
most successful legislative sessions in the state’s history for construction and the state’s
construction economy.

Thank you to all AGC of Minnesota members who contributed to this success. In both
large and small ways you made a difference that will be reflected in a better quality of
life, high quality jobs and an improved economy for years to come.

If you have questions or would like additional information, please contact:

Tim Worke - tworke@agcmn.org; 651-796-2185 (office); 612-910-0193 (cell) or

Tom Murphy — murphysolutions@comcast.net; 612-867-9097.
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ADDENDUM A

DEPARTMENT @& REVENUE

Modification of Revenue Notice # 0217: Sales and Use Taxi Taxable Saleg Delivery of Aggregate
Materials and Concrete Block

{eeFse|qal—fe|£e|ee4ce,4L Effectlve Julv 1, 2008, aII charqes for the dellverv of aqqreqate materlal bv a thlrd
party, except deliveries of aggregate material used in road construction, are subject to the sales tax.
Effective Since July 1, 2002, delivery of-aggregate-material-and-concrete block, when performed by
someone other than the seller, became has been taxable if the delivery would have been subject to the

sales tax When performed by the seIIer iheie”ewm&gmdehnesw%%nsed—mapp#wngﬁaleﬂaﬁe

The charge for delivery of aggregate materials and concrete block is taxable regardless of

whether billed by the seller of the product or billed by a third party hauler. The delivery
charge is exempt in the following circumstances:

e the customer provides an exemption certificate indicating that the product being delivered is
exempt for use in industrial production.

e the customer provides an exemption certificate indicating that the product being delivered is
exempt because it will be resold at retail.

e the sale is to an exempt entity.

e the charge is to deliver the product outside of Minnesota.

1. Does the sales tax apply to the delivery of aggregate material that will be used to
produce asphalt or ready mix concrete?

The delivery charges are exempt if the aggregate becomes an ingredient or component part of
tangible personal property that will be sold at retail. The purchaser of the aggregate material must give
the delivery firm an exemption certificate claiming that the material being delivered will be used or
consumed in the production process. If the aggregate is used to produce asphalt or ready mix concrete
that will not be sold at retail but which is used by the purchaser or owner of the aggregate to make an
improvement to real property, the delivery charges are subject to the sales tax unless the asphalt or ready
mix concrete is used for road construction.
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2. Is the delivery by a third party hauler of aggregate and concrete block into
Minnesota from outside the state taxable? When do local sales taxes apply to taxable delivery
charges?

The sales tax applies to charges to deliver aggregate materials to a Minnesota location. Charges
to deliver aggregate materials from Minnesota to a location outside Minnesota are not subject to
Minnesota sales tax sinece-the-sale-is-not-made-until-the-delivery-iscompleted. Local sales tax applies
when the aggregate is delivered into a political subdivision that imposes a local sales tax. For example, a
charge to deliver aggregate materials into Minneapolis is subject to the one-half percent Minneapolis local
sales tax, the Hennepin County sales tax, and beginning July 1, 2008, the Transit Improvement sales tax.

3. Is delivery of aggregate material orconcrete block taxableeven thoughthe-material-or
bleck being-hauledis-nettaxable-becaudhere is no sée of the concrete block or aggregate

material being delivered?

In order for the delivery charges to be taxable there must be a taxable sale of the aggregate
material or concrete block. The charges for delivery of borrow would not be subject to the sales tax
unless there was a sale and purchase of the borrow material.

4, Does the sales tax apply to deliveries made by employees for their employer?

The sales tax only applies to services specifically enumerated under the Minnesota sales tax law.
There is no sales tax on services performed by an employee for his or her employer Ilihe—faet—that

6. 5. Does the sales tax apply tdelivery chargesfor the delivery of aggregate materialif
the-party-making-the-delivary-is-using the aggregates usedin making an improvement to realty?

With only one exception, the sales tax applies to the delivery charges regardless of whether the
aggregate will be used in making an improvement to realty and regardless of how deposited at the
delivery site. The onlv exception Would be delivery of aqqreqate materlal to be used in road construction.




+ 6. What are the responsibilities of third party deliverers of aggregate materiahnd
concrete blockafterJune-36,-2002

Persons making delivery of aggregate material and concrete block en-erafterJuly 12002 must
be registered with the Department of Revenue to collect and remit the Minnesota sales tax. The hauler
must start collecting and remitting sales tax on all their taxable sales afterJune-30. All deliveries of
aggregate and block made-on-er-afterJuly-1; 2002 are subject to the sales tax unless the aggregate is used
in road construction or another ar exemption applies erthe construction-delivereris-making-an
improvement to realty.

8. 7. How is recycled aggregate material treated?

Charges to transport construction debris, such as broken chunks of concrete, from a construction
site are not subject to the sales tax. However, sales tax does apply to the delivery of recycled aggregate
materials that have been reclaimed or recovered through the processing of the construction debris.

8. What activities would constitute road construction?

Road construction is defined in Minnesota Statutes 8 297A.61, subdivision 3(g) and would
include the establishment, improvement and maintenance of roads together with all bridges or other
structures thereon which form part of the road. For purposes of the definition of road construction, a
icar t wa wsbrip ohlend ve rods wide providing access to a property owner over lands of another
or others to a public road.

Dated: XXXX, 2008

John H. Mansun, Assistant Commissioner
for Tax Policy and External Relations

Publication Date: XXXX, 2008
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