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This bill provides income tax credits for expenditures to convert certain underutilized property and
for expenditures made for sustainable investments in certain property.

Section 1. Credits for conversion of underutilized property.
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Subdivision 1. Definitions. Provides definitions of “city,” “eligible property,” “qualified census
tract,” “qualified construction expenditures,” “qualified property,” “qualified sustainable
investment expenditures,” and “related facilities.
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An “eligible property” means property located in a qualifying census tract that is:
1) exempt from property taxation;

2) classified as class 3a commercial for the most recent assessment year and is vacant or
undeveloped as determined by the city; or

3) classified as class 3a commercial for the most recent assessment year and contains a
building that is at least 15 years old. The building must have maintained not more than
50% tenancy during the three immediately preceding years, or the building must meet the
definition of “structurally substandard” as defined under the tax increment financing
statutes.

“Qualified property” means an “eligible property that is:

1) reclassified as class 1a (residential homestead), 4a (residential non-homestead 4+ units),
or 4d(1) (low income rental housing); or

2) property that retains its class 3a commercial classification and is no longer vacant,
undeveloped, or containing a building that is structurally substandard,

Subdivision 2. Credit for qualified construction expenditures allowed; credit certificates.
Provides a credit equal to 20% of qualified construction expenditures. Taxpayers must apply to
the commissioner of revenue for a credit certificate. Provides the requirements for the credit
certificate application and that if the requirements are satisfied, the commissioner must issue a
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credit certificate within 30 days of receipt of the application. The commissioner must not issue
more than one credit certificate in a taxable year to the same taxpayer. Prohibits applying for a
credit certificate until after eligible property has been converted to qualified property. Taxpayers
may not claim the credit until two taxable years after the taxable year in which the credit
certificate is issued.

Subdivision 3. Credit for qualified sustainable investment expenditures allowed; credit
certificates. Provides a credit equal to 30% of qualified sustainable investment expenditures.
Taxpayers must apply to the commissioner of commerce for a credit certificate. Provides the
requirements for the credit certificate application and that if the requirements are satisfied, the
commissioner of commerce must issue a credit certificate within 30 days of receipt of the
application. Credit certificates must state the amount of qualified construction expenditures in
the taxable year and the amount of the credit. Requires the commissioner of commerce to
provide the commissioner of revenue with a copy of the credit certificate. The commissioner must
not issue more than one credit certificate in a taxable year to the same taxpayer. Taxpayers may
not claim the credit until two taxable years after the taxable year in which the credit certificate is
issued.

Subdivision 4. Resolution required. Requires the city to adopt a resolution to apply for the credit
for qualified construction expenditures to convert certain types of eligible property to qualified
property. The resolution must be adopted at least 30 days before the first qualified construction
expenditure or qualified sustainable investment expenditure is made.

Subdivision 5. Partnerships; multiple owners. Requires that credits to pass-through entities
must be passed through to partners, members, shareholders, or owners on a pro-rata basis or
according to organizational documents.

Subdivision 6. Allocation for nonresidents and part-year residents. Requires that credits for
nonresidents and part-year residents must be allocated based on a formula under current law.

Subdivision 7. Credits refundable. Provides that the credit is refundable and requires the
commissioner of revenue to issue refunds.

Subdivision 8. Appropriation. Appropriates an amount to pay refunds from the general fund to
the commissioner.

Subdivision 9. Report to legislature. Requires the commissioner of revenue and the
commissioner of commerce to submit a report on various aspects of the credit to the legislative
committees with jurisdiction over taxes, economic development, and energy, by January 31,
2031, and every two years after.

Subdivision 10. Sunset. Sunsets the credit after tax 2036. The reporting requirement under
subdivision 9 applies through January 1, 2039.

Effective beginning in tax year 2026.
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