STATE OF MINNESOTA

OFFICE OF THE ATTORNEY GENERAL

NCL TOWER, SUITE 1208
445 MINNESOTA STREET
MIKE HATCH ST. PAUL, MN 55101-2130
ATTORNEY GENERAL TELEPHONE: (651) 296-9412

March 12, 1999

Rosalie Greeman, Associate Vice Chancellor
Minnesota State Colleges and Universities
500 World Trade Center

30 East Seventh Street

St. Paul, Minneosta 55101

Dear Ms. Greeman:

You have asked for an explanation of the tax exempt status of Minnesota State Colleges and

Universities (MnSCU) and the thirty-six colleges and universities which comprise the state system.

- MnSCU is a state entity, established under law by the Minnesota Legislature. See Minnesota

Statutes sections 136F.01 through 136F.10 (1998), attached. The state universities, community
colleges and technical colleges all are part of MnSCU. Minnesota Statutes section 136F.10.

Because MnSCU is a state entity, it (along with its colleges and universities) is a tax-exempt
organization. See 26 USC section 115. Pursuant to the Intenal Revenue Code, gifts to this type of
institution qualify as charitable contributions under 26 USC section 170(b)(1)(A)(ii) (“an
educational organization which normally maintains a regular faculty and curriculum and normally
has a regularly enrolled body of pupils or students in attendance”), as well as section
170(b)(1)(A)(v) (“[A] governmental unit referred to in subsection (c)(1).”  Subsection (c)(1)

- includes “A State... or any political subdivision of any of the foregoing, but only if the contribution
or gift is made for exclusively public purposes.”).

Attached is a copy of a letter from the Internal Revenue Service explaining the effect of gifts
to governmental entities, which may be helpful in reviewing questions raised about MnSCU’s tax-

exempt status.
Very truly yours,
(Ffor—
L M. OLSON
General Counsel
Minnesota State Colleges and Universities
(651) 296-6216
Att.

Facsimile: (651) 296-7438 » TTY: (651) 296-1410 » Toll Free Lines: (800) 657-3787 (Voice), (800) 366-4812 (TTY) » www.ag.state.mn.us
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Internal Revenue Service Department of the Treasury

Distriect Directoxr
P. O. Box 2508
Cineinngti, OH 45201

Pate: -ro 1 £ 1389 Person to Contact:
FEB 161 Gordon Schnur 31-02345
Customer Service Specialist

Minnesota State Colleges and Telephone Number:
Universities 877-829-5500
30 E. T™ st. Fax Nuzber:
St. Paul, MN 55101-4914 513-684-5936
Tederal ldentification Number:
41-16875%4

Dear Sir or Madams

This responds to your request for information concerning your organization's
federal tax status. -

Information you have provided indicates that your organization may be a
governmental instrumentality or a political subdivision of a state.

No provision of the Internal Revenue Code imposes a tax on the income of
governmental units (such as states and their political subdivisions).
Therefore, it has been tha position of the Service that income of governmental
units is not generally subject to federal income taxation. If, however, an
entity is not itself a governmental unit (or an "integral part™ thexeof), its
income will be subject to taxX unless an exclusion or exemption applies.

One exclusion is provided by section 115(1) of the Code, which excludes from
gross income; :
(A) income derived from the exercise of any essential governmental
function, and
{B) income accruing to a state or political subdivision.

Your organization's income may not be subject to tax, either because the
organization is a governmental unit (or an "integral part” thereef), or
because the income is excluded under section 115. In addition, your
organization may also be eligible to receive charitable contributions which
are deductible for federal income, estate, and gift tax purposes. Also, your
organization is probably exempt from many federal excise taxes.

Your organization may obtain a letter ruling on its status under section 115,
following the procedures specified in Rev. Proc. 95-1, 1995-1 I.R.B. 1 or its
successor (the first Revenue Procedure published each year). Your
organization must also pay a user fee as described in Rev. Proc. 95-1.

Your organization may alse qualify for exemption from federal income tax as an
organization described in section 501(c) (3) of the Code. If the organization
is an entity separate from the state, county, or municipal government, and if
it does not have powers or purposes inconsistent with exemption (such as the
power to tax or to exercise enforcement of regulatory powers), your
organization would qualify under section 501(c)(3)., To apply for exemption,
complete Form 1023 and pay the required user fee.

Sometimes governmental units are asked to provide proof of their status as
part of a grant application. If your organization i3 applying for a grant
from a2 private foundation, the foundation may be requesting certain
information from your organization because of the restrictions imposed by the -
Code on such foundations. One such restriction imposes 2 tax on private
foundations that make any "taxable expenditures."™ Under section 4945(d) and
{h) of the Code, "taxable exapenditures” include (1) any grant to an
organization (unless excepted), unless the foundation exercises "expenditure
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- responsibility® with respect to the grant; and (2) any expenditure for non-
charitable purposea. Under section 4942 of the Code, private foundations must
also distribute certain amounts for charitable purposes each year--"qualifying
distributions"--or incur a tax on the undistributed amount. "Qualitying
distributions® include certain amounts paid to accomplish charitable purposas.

Private foundation grants to governmental units for public or charitable
purposes are not taxable expenditures under these provisions, regardliess of
whether the foundation exercises "expenditure responsibility.” VUnder section
53.4945-5(a) (4) (11) of the Foundation and Similar Excise Tax Regulations,
expenditure responsibility is not required for grants for charitable purposes
to governmental units (as defined in section 170(c) (1) of the code).
Similarly, grants to governmental units for public purposes are "qualifying
distributions™, under section 53.4942(a)~3(a) of the regulations; and, if they
are for charitable purposes, will not be taxable expenditures, under section
53.4945-6(a) of the regulations. Most grants to governmental units will
qualify as being for charitable las well as public) purposes.

Because of these restrictions, some private foundations require grant
applicants to submit a letter from the Service determining them to be exempt
under section 301(c) (3) and classified as a non~private foundation. S$Such a
letter, or an underlying requirement that a grantee be a public charity, is
not legally required to be relieved from the restrictions described above,
when the prospective grantee is a governmental unit and the grant is for
qualifying (public or charitable) purposes.

We believe this general information will be of assistance to your
organization. This letter, howevdr, is not a ruling and may not be relied on
as such. If you have any questions, please contact the person whose name and
telephone number are listed in the heading of this letter.

‘Mﬂ
e

Sincprely,

y Bullarzd
District Director
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CHAPTER 136F I
M]NNES OTA STATE COLLEGES AND UNIVERSITIES -
DEFINITIONS . .. - 1361’49 Licensure.

136F.01 Definitions. * " ADMINISTRATION

BOARD OF TRUSTEES 136F50  Cooperation or ptomodon of a state
l.ssx-'m . Board of rustees of the Minnesota college or university.
fou gl stateoollegesmdumvemdes. L 136F52 Loc:ladvuoryeomuees.
136F03 Board of trustees of the Minnesota 136F526 Audits.

o, St colleges and universities 136F33  Parking and rnﬂic tegulatlon.

. "1 candidate advisory council. . 136F34  Student housing management.
136F.04. -: -Student board member selection. - - . 136FS6  State council on vocational technical -
136F.05, . . Missions. .. . . . education. .
136F.06 __‘“Péwmanddmiea 136F58  Bookstores.
136F.07 % "Chancellor. - - e ' 136F.581 ' Purchases and contracts.

. ..ot DESIGNATION - . . 136Fs82° Loe:lconmungmhocky
136F.10 - Designation. 136ES9  Technical equipment.
136F.11  Changesin desxpwion andsatusof  ° ) FACILITIES

' * " edutational institutions. : : © 136F60  College and university sites;
lfp-ﬂ, . Meuopolitan state university. . . ... 136F61  State building code.
136F.14  Campus merger or reorganization. - T ) 3
13616 ° Campusestblishment. - , 13684, %":‘::f‘,’::"h,m improvement. and
136F.18-  Campus closing. B 136F66  Capital projects bidding procedures,
136820 SMSTUDM , .136F67  Financing of child care; parking. -
) thealth, | .. 136F68  State property agreements.

136P22°. Student associations. . PO . --FINANCE

136F23 Studeox associations; purchasing 136E70  Tuition; fees; activities funds.
. authority. . 136F71  Receipts.
136F.24  Legal counseling and service .

136F2S  Absence for chemical abuse 136R.73 ?“Mm :onmof
62t . 136F.74 g".fqm::m authority.
136F.28 iolu‘:h':r:.st Asia veterans; technical e 136F76 - Litigation s
N 'CURRICULUM : 136F.79  Sole state agency.
l36F.30 Courses and programs. - GRANTS AND GIFTS
136F32  Degrees; diplomas: centificates. 136F.80 g:::m‘ﬁ bequests devises;
136F.36 jeal carpe gram :
Z::::lucu:: l::f]:mq Y pro 136F81  Transfer of gifts.
. '+ . HUMANRESOURCES L. BONDS )
136F.40 . Appointment of personnel. 136F90  Board of trustees of the Minnesota
136F.41" - Assignment to bargaining units. - ' . state colleges and universities, duties,
136F42 . Personnel management. . 136F91  Bonds, investments.
136F.43 - Extended leaves of absence. 136FS2  Resolution of board.
136F.44 . Administrative interaction with . 136F93  Student activities, fees charged.
©TT stedents. : co 136F94  Special revenve fund.
136F43  Aanuities. . - 136F95  Allocation of receipts.
136F46 - Nonprofit foundation peymll - ..+  136F96  Administration.
deduction. ... . J36F97 Conu:ctsotboud.qum
136F47 ** Peosonplan. ' e T " compelled.

136F48  Employer-paid bealth insurance. - : T 136F98 .Revenuebonds.muanee'fedaalux.
DEFINITIONS ' * T

PR

136F 01 DEFINITIONS

- Subdivisicn 1. Scope. For the purpose of thxs chapter. the followmg terms have the
meanings given them. - s

Subd.2.Board or board of trustees. “Board" or "board of trustees" means the board of
trustees of the Minnesota stateé colleges and universities.

-'Subd. 3. Chancellor. “Chancellor” means the chancellor of the anesota state col-
leges and universities. .

Subd. 4. State colleges and universities. “State colleges and umversmes" means Mm-
nesota state colleges and universities governed by the board of trustees. AR

Subd. 5. Student activities. “Student activitieés” means lectures, concerts, and other
functions contributing to the mental, moral, and cultural development of the student body



136F01 MINNESOTA STATE COLLEGES AND-UNIVERSITIES 694
and community in which they live, athletic activities, including intercollegiate contests, fo-
rensics, dramatics, and such other activities of any nature as in the opinion of the board con-
tribute to the educational, cultural, or. physical well being of the student body.

History: 1995 c 212 artds3
BOARD OF TRUSTEES

136F.02 BOARD OF TRUSTEES OF THE MINNESOTA STATE COLLEGES AND
UNIVERSITIES. i ' A ’

Subdivision 1. Membership. The board consists of 15 members appointed by the gov-
emor with the advice and consent of the senate. At least one member of the board must be a
resident of each congressional district. Three members must be students who are’enrolled at
least half time in a degree, diploma, or certificate program or have graduated from an institu-
tion governed by the board within one year of the date of appointment. The student members
shall include: one member from a community college, one member from a state university,
and one member from a technical college. The remaining members must be appointed to rep-
resent the state at large. R .

Subd. 2. Term; compensation; removal; vacancies. The compensation, removal of
members, and filling of vacancies on the board are as provided in section 15.0575. Members
are appointed for a term of six years, except that the term of each of the student members is
two years. Terms end on June 30. o

Subd. 3. Board administration. The board shall elect a chair and other officers as it
may desire. It shall determine its meeting dates and places.

History: 1991 ¢ 356 art9s 2; 1994 c 532 art 7 s 2,3; 1995 ¢ 212 art4s5,64

136F.03 BOARD OF TRUSTEES OF THE MINNESOTA STATE COLLEGES AND
UNIVERSITIES CANDIDATE ADVISORY COUNCIL.

Subdivision 1. Purpose. A candidate advisory council for the board of trustees of the
Minnesotastate colleges and universities shall assist the govemor in determining criteria for,
and identifying and recruiting qualified candidates for, nonstudent membership on the
board. . .

Subd. 2. Membership. The advisory council consists of 24 members. Twelve members
are appointed by the subcommittee on committees of the committee on rules and administra-
tion of the senate. Twelve members are appointed by the speaker of the house of representa-
tives. No more than one-third of the members appointed by each appointing authority may
be current or former legislators. No more than two—thirds of the members appointed by each
appointing authority may belong to the same political party; however, political activity or
affiliation is not required for the appointment of a member. Geographical representation
must be taken into consideration when making appointments. Section 15.0575 governs the
advisory council, except that the members must be appointed to six-year terms. '

Subd. 3. Duties. The advisory council shall: .

(1) develop a statement of the selection criteria to be applied and a description of the
responsibilities and duties of a member of the board and shall distribute this to potential can-
didates; and _ SR '

~-=*(2) for each position on the board, identify and recruit qualified candidates for the
board, based on the background and experience of the candidates, and their potential for dis-
charging the responsibilities of a member of the board. . . -

Subd. 4. Recommendations. The advisory council shall recommend at least two and
not more than four candidates for each seat. By April 15 of each even-numbered year, the
advisory council shall submit its recommendations to the governor. The govemor is not
bound by these reccommendations. . . . ,. i ... . . )

Subd. 5. Support services. The legislative coordinating commission shall provide ad-
ministrative and support services for the advisory council. " i -

" History: 1991 ¢ 356 art 95 3; 1994 ¢ 532 art 7 s 4; 1995c 212art 456-8,64 _ ..
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136F.04 STUDENT BOARD MEMBER SELECTION.

Subdivision 1. Responsibility. Notwithstanding section 136F.03, the statewide com-
munity college student association, state university student association, and technical col-
lege student association shall each have the responsibility for recruiting, screening, and rec-
ommending qualified candidates for its student member of the board.

Subd. 2. Criteria. After consulting with the board of trustees candidate advisory coun-
cil, the student associations shall jointly develop a statement of the selection criteria to be
applied to potential candidates.

. Subd. 3. Recruiting and screening. Each student association shall develop processes
for identifying and recruiting qualified candidates and for screening those candidates.

... Subd. 4. Recommendations. Each student association shall recommend at least two
and not more than four candidates for its student member. By January 2 of the year in which
its members’ term expires, each student association shall submit its recommendations to the
govermnor. The governor is not bound by these recommendations.

4 .Hist.ory: 1994 c 532art7s5; 1995c 212 art 4 s 9,64

136F.05 MISSIONS.

The mission of the board is to provide programs of study that meet the needs of students
for occupational, general, baccalaureate, and graduate education. The state universities,
community colleges, and technical colleges shall have distinct missions as provided in sec-
tion 135A.052, subdivision 1. Within that statutory definition and subject to the approval of
the board, each community college, state university, and technical college may develop its
own distinct campus mission. The board shall develop administrative arrangements that
make possible the efficient use of the facilities and staff of the technical colleges, community -
colleges, and state universities for providing these several different programs of study, so
that students may have the benefit of improved and broader course offerings, ease of transfer
among schools and programs, integrated course credit, coordinated degree programs, and
coordinated financial aid. In carrying out the merger of the three separate systems, the board
shall control administrative costs by eliminating duplicative administrative positions and
course offerings. ) )

History: 1991 c 356 art 9s4; 15p1993c2art9s3; 1994 ¢ 532art 75 6; 1995 ¢
2]2art4s63

136F.06 POWERS AND DUTIES.

Subdivision 1. General authority. The board shall possess all powers necessary to
govem the state colleges and universities and all related property. Those powers shall in-
clude, but are not limited to, those enumerated in this section. The board shall prescribe
conditions of admission, set tuition and fees, approve programs of study and requirements
for cornpletion of programs, approve the awarding of appropriate certificates, diplomas, and
degrees, enter into contracts and other agreements, and adopt suitable policies for the institu-
tions it governs. To the extent practicable in protecting statewide interests, the board shall
provide autonomy to the campuses while holding them accountable for their decisions. Sec-
tions 14.01 to 14.47 do not apply to policies and proceduires of the board.

- Subd. 2. Governance authority. The board shall have the authority needed to operate
and govemn the state colleges and universities unless otherwise directed or prohibited by law.
The board is responsible for its operations and necessary decisions unless these are specifi-
cally delegated by law to a state department or agency. )

. . Subd. 3. Office location. Notwithstanding chapter 16B, the board may select the loca-
tion for its central office.

' History: 1991 c 356 art 95 5; 1Sp1993c2art9 s 4; 1994 ¢ 572 s 2; 1995 ¢ 212 art
45 10-12,64; 1996 ¢ 398 5 33,34
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136F.07 CHANCELLOR. e cla

The board shall appoint a chancellor who shall serve in the unclassified service. The .

cﬁancellor shall possess powers and perform duties as delegated by the board"The board

shall set the salary of the chancellor according to section 15A.0815, St
History: 1995 c 212 art 45 13; 25p1997 ¢ 3518~ - ‘ SRR
DESIGNATION. '
I36FJ0 DESIGNATION. ~ ~ = ewi¥nisn oy oo

. .The following are designated as the Minnesota state colleges and universities: the com-
munity colleges located at Austin, Blooniington, Brainerd, Brooklyn Park, Cloquet, Coon
Rapids, Ely, Fergus Falls, Grand Rapids, Hibbing, Intemational Falls, Inver Grove Heights,
Minneapolis, Rochester; Thief River Falls, Virginia, White Bear Lake, Willmar, and Wort-
hington; the community college centers located at Cambridge and Duluth; the state universi-
ties located at Bemidji, Mankato, Marshall, Moorhead, St. Cloud, Winona, and the Twin Ci-
ties metropolitan area; and the technical colleges located at Alexandria, Albert Lea, Anoka,
Austin, Bemidji, Brainerd, Brooklyn Park, Canby, Detroit Lakes, Duluth, East Grand Forks,
Eden Prairie, Eveleth, Faribault, Granite Falls, Hibbing, Hutchinson, Jackson, Minneapolis,
Mahtomedi, Moorhead, North Mankato, Pine City, Pipestone, Red Wing, Rochester, Rose-

mount, §L_Clop9._8t. Pau}, Staples, Thief River Falls, Wadena, Willmgr, and W';nfgna.

‘History: 1995 c 212 art 4.5 14 I A e e
136F.11 CHANGES IN DESIGNATION AND STATUS OF EDUCATIONAL INSTI-
TUTIONS. -* Co e e SN

Educational institutions heretofore known and described as staté normal fét‘:hégls and

.... .

tate teachers colleges as designated in Minnesota Statutes have been redesignatéd as state

%crsities. All property of the Duluth State College has been transferred and all obligations

he college have been assumed by the regents of the University of Minnesota ‘in accord-

‘ewith Minnesota Statutes 1974, section 137.13, and this college is now partofthe univer-

sity; The Southwest State University has been established in accordance with the provisions
;‘pf Ainnesota Statutes 1976, section 136.016. BN

AT - ' '
co“History: 1957 ¢ 576 s 1; 1965 ¢ 33152;1975¢32152; 1982 c 424 s 35;'1995 ¢
S12ardsé4 M
“ 136F.12 FOND DU LAC CAMPUS, Cortoe TR T
. The Fond du Lac campus has a unique mission among two~year colleges t serve the
lower division general education needs in Carlton and south St. Louis counties,.and the
education needs of American Indians throughout the state and especially in northem Minne-
sota. Accordingly, while the college is governed by the board of trustees, its goVernance is
accomplished in conjunction with the board of directors of Fond du Lac tribal cq'ﬂcge.‘
+ History: 1995c212art 45 15; 1996 ¢ 398535 . .- .. CtAmLee -

136F.13 METROPOLITAN STATE UNIVERSITY. =~ ' ST

~ Subdivision 1. The state university board shall opérate an educational program for a
state university center as organized in the seven dounty metropolitan area. The cénter may
operate in facilities acquired through the commissioner of dadministration' by giftor lease.
The faculty and staff of the state university system shall provide 'assist_an’ce in c!_g?el:oging

curricular and educational programs for the university." - - -

Subd. 2. Metropolitan state uriiversity may deposit tuition receipts recéived during the
final quarter of each yearina suspense account. The balance in that account shall not cancel
on June 30 but shall be available in the next fiscal year. .

History: 1976 ¢ 163 5 9; 1995 ¢ 212 art 4.5 64 | Ll
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