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This publication is for MCFE members only.  Please respect the privileges of MCFE membership by sharing this only with 
colleagues in your company (for business members) and immediate family (for individual members). 
 

This issue is an unofficial summary of HF 3167, the second omnibus tax bill enacted this year.  Unlike last year’s bill, this one passed 
with nearly unanimously: a 131-0 vote in the House and a 59-1 vote in the Senate.  Conferees wrapped up the tax bill with a minimum of 
difficulty and late night meetings, only to open it back up at the last minute to provide the funding for the Lewis and Clark Regional Water 
System Project that was needed to get the necessary Republican support for the bonding bill. 

 

Perhaps what’s most interesting is what’s not in the final tax bill.  No first-tier exemption for the state general levy, which would 
have pushed considerable tax burden onto higher-valued properties.  No statutory changes to the factors used to determine Minnesota 
residency for tax purposes.  No changes to the R&D credit.  And, no changes to the dependent care credit, something Governor Dayton 
expressed considerable interest in. 

 

Here are two quick thoughts on the 2014 legislative session. 
 

Property taxes are still the piñata of tax policy.  With “only” $103 million to spend in the current biennium and $119 million in the 
tails, the tax bill contains relatively little in the way of tax relief.  However, policymakers spent a considerable amount of those resources 
on direct property tax relief -- $41.5 million in the current biennium for increased homeowner and renter relief and $16.9 million in the 
current biennium on relief for farm homesteads.  The FY 16-17 biennia sees additional money being given to local governments -- $15.6 
million in new LGA, $20 million in a new program to help counties combat aquatic invasive species, and an expansion of the sales tax 
exemption for local governments that is forecasted to save them $31.5 million.  If local governments pass the savings along it represents 
indirect property tax relief but public finance scholars don’t call it the “flypaper effect” for nothing: money tends to stick where it lands.  
Property taxes are still as unpopular as ever when policymakers are willing to dedicate so much of these limited resources to efforts to 
tamp them down. 

 

It's all about the elections.  If real estate is all about “location, location, location”, even-yeared legislative sessions are all about 
“November, November, November”.  With the governor’s office and all 134 House seats up for election, lawmakers have clearly spent a 
considerable part of this session positioning themselves for November 4th, and trying to gain an advantage in the swing seats that will 
determine who controls the House going into 2015.  With one-party rule for the last two years, the lines of accountability for policy 
decisions will be clearer going into this year’s elections than they have been in a generation.   

  

We will have much more to say about all this in our next issue of Fiscal Focus wrapping up the legislative session. 
 

At times this summary draws on materials prepared by House and Senate nonpartisan staff for clarification or information – 
hopefully always with attribution.  This is especially true for the minerals article.  MCFE is responsible for all errors; feel free to contact 
us with any concerns. 

 

Thank you, members, for your continued support.  Look for these summaries again every two weeks after the Legislature next 
convenes on January 6, 2015. 
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THE SECOND OMNIBUS TAX BILL, 2014 (UNOFFICIAL) 

HOUSE FILE 3167 

Article 1:  Property Tax Aids and Credits 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 1:  Property Tax Aids and Credits  
1 Volunteer retention stipend aid pilot.  Creates a pilot program that 

provides aid to entities providing emergency medical services, independent 
nonprofit firefighting corporations, and cities that are located in one of four 
pilot areas to finance $500 annual payments to volunteer first responders for 
service in 2014 through 2016.  Requires a report to the legislature. 

The four pilot areas consist of the following counties 
 Fairbault, Fillmore, Freeborn, Houston, & Watonwan 
 Chippewa, Kandiyohi, Redwood, & Renville 
 Morrison & Todd  
 Beltrami, Clearwater, &Mahnomen 

2 Agricultural homestead market value credit.   
Changes the credit so that its value increases from $345 at $115,000 of 
market value to $490 at $260,000 of market value and above. 

Under current law, the credit maxes out at $345 for 
property valued at $115,000 and phases down as value 
rises until it reaches a minimum credit of $230, which 
applies to land with a value of $345,000 or more. 

3 Disparity reduction credit.  Enhances the credit so that it reduces taxes on 
eligible parcels down to 1.6% instead of the current 1.9%.  Eliminates the 
following eligibility requirements: that properties be located in a city with 
population between 2,501 and 34,999 as of the 1980 census; that properties 
be located in a city that is either adjacent to a city in another state or 
immediately adjacent to such a city; and that the adjacent city in the other 
state have a population between 5,001 and 74,999 as of the 1980 census. 

The eligibility changes to the program essentially open the 
credit up to the city of Ortonville.  However, the remaining 
eligibility requirements restrict the program to the border 
cities of Breckenridge, Dilworth, East Grand Forks, 
Moorhead, and Ortonville. 

5 Local government aid formula, revision.  According to House Research, 
the provision “corrects a drafting error in calculating formula aid … which 
impacts the LGA losses to cities that currently get more aid than their 
“unmet need” under the formula”. 

 

6 Local government aid, appropriation and inflation measure.  Increases 
the LGA appropriation by $7.8 million annually (from $509.1 million to 
$516.9 million in 2015 and from $511.6 million to $519.4 million in 
subsequent years). 

The original plan to increase the LGA appropriation by 
$10 million annually fell through when additional money 
was needed for the Lewis and Clark water project – that 
money was taken from the LGA increase. 

7-9 PILT payments for natural resource lands.  Allocates the $300,000 
appropriation for counties containing state-owned lands with a conservation 
area based on each county’s share of total annual ditch assessments.  
Requires counties to determine and certify ditch assessments for state-owned 
land annually to the DNR.  Stipulates that townships receive 10% of the 
PILT payments relating to tax-exempt natural resource land in the township. 

 

10 Production property transition aid.  Provides aid to cities and towns 
whose net tax capacity is reduced by 5% or more by the change in the 
definition of real property enacted in article 2, section 9.  Sets the aid equal 
to the net tax capacity differential times the jurisdiction’s tax rate.  Begins 
the aid in payable 2015 and phases it out evenly over a five-year period 
between payable 2016 and payable 2020 (i.e., no aid is given in pay 2021).   

 

11 Aquatic invasive species prevention aid, appropriation.  Creates an aid 
program for counties that dedicates money to prevent the introduction of or 
limit the spread of aquatic invasive species.  Distributes the aid in two halves 
based on a county’s share of statewide watercraft trailer launches and a 
county’s share of statewide watercraft trailer parking spaces.  Appropriates 
$4.5 million in 2014 and $10 million in subsequent years.

The original Senate proposal called for an increase in CPA 
that would be dedicated in this fashion.  If this is 
something lawmakers want to do, a stand-alone program is 
a better way to do it. 

12 Additional supplemental aid revision for omitted 2013 independent 
nonprofit firefighting corporations.  Brings certain independent nonprofit 
firefighting corporations into the supplemental firefighter retirement aid 
program enacted in last year’s tax bill after being inadvertently omitted.

 

13 Supplemental county program aid for 2014.  Provides supplemental aid in 
2014 to counties whose County Program Aid declined between 2013 and 
2014 equal to the amount of the lost aid. 

 

14 Supplemental agricultural credit for payable 2014 taxes.  Provides a Given the average size and scope of a farm in Minnesota in 
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Sec Second Omnibus Tax Bill (HF 3167) Comments 
 Article 1:  Property Tax Aids and Credits  

supplemental credit for farm homesteads equal to the lesser of $205 or the 
net property taxes payable on the property except for those attributable to the 
house, garage, and one acre. 

2014, it’s hard to believe that $205 will be noticed in the 
grand scheme of things. 

15 2013 city aid penalty forgiveness; city of Bluffton.  Pays $20,000 of the 
city’s lost 2011-2013 LGA with its July 2014 LGA payment and $28,151.50 
of its remaining lost aid with its July 2015 LGA payment, if certain financial 
statements are filed with the State Auditor’s office. 

 

16 Homestead credit refund and renter property tax refund increase.  
Increases the homestead credit refunds for taxes paid in 2014 only by 3% 
and the renter property tax refunds for rent paid in 2013 by 6%. 

 

Other Technical and conforming provisions.  
 

Article 2:  Property Taxes 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 2:  Property Taxes  
1 Emergency medical services special taxing district levy authority.  

Increases the minimum property tax amount such a district may levy from 
the lesser of 0.048% of the district’s taxable market value or $400,000 to the 
lesser of 0.048% of the district’s taxable market value or $550,000. 

 

2, 5-6 Notification of electric generation facility exemption/exclusion 
applications.  Requires Revenue to develop an electronic means of notifying 
“interested parties” when an electric power generation facility applies for a 
pollution control exemption or a sliding scale market value exclusion. 

 

3, 8 Solar energy production tax.  Imposes a tax of $1.20 per megawatt hour on 
solar energy systems with capacity above one megawatt.  Distributes 80% of 
proceeds to the host county and 20% to the host city or township.  Stipulates 
that the real property on which the system is located be classified as class 3a 
property (commercial-industrial/public utility) if it is used primarily for solar 
energy production subject to the production tax; otherwise the property is to 
be classified without regard to the system.  Expands the current property tax 
exemption for electric power photovoltaic devices to include solar energy-
generating systems.  Includes other administrative provisions. 

The idea here is to impose a tax on large-scale solar energy 
generating facilities similar to the wind production tax. 

4 Exemption. Extends by five years the period during which construction on 
an electric generating facility in Beltrami County must be started in order to 
qualify for a personal property exemption. 

 

7 Sliding scale market value exclusion eligibility.  Requires that any facility 
not certified as eligible for the exclusion for taxes payable in 2015 must be 
converted from coal to an alternative fuel and have a nameplate capacity 
prior to the conversion of less than 75 megawatts in order to be eligible for 
the exclusion. 

 

9 Real property; clarification of definition.  Stipulates that the exterior shell 
of a structure primarily used in the production of biofuels, wine, beer, 
distilled beverages, or dairy products is not real property.  Stipulates that the 
exterior shell of a structure primarily used for the storage of ingredients or 
materials used in the production of such products or for the storage of such 
products when finished is real property.  

 

10 Homestead of disabled veteran or family caregiver.  Extends the 
maximum period during which a spouse of a deceased disabled veteran may 
continue to claim the disabled veteran homestead valuation exclusion from 
five to eight years. 

 

11 Proposed levies; deadline.  Extends the deadline for counties and cities to 
certify their proposed levies from September 15 to September 30.

 

12-13 Interest rate on unpaid property taxes.  Modifies the late property tax 
payment penalty for homestead property from the current graduated schedule 
which rises with time to the greater of 5% or 2% above the prime rate 
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Sec Second Omnibus Tax Bill (HF 3167) Comments 
 Article 2:  Property Taxes  

changed by banks during the six-month period ending on September 30 of 
that year, rounded to the nearest full percent.  Also applies the provision to 
composite judgments.  Expressly exempts taxes on relative homesteads. 

14-15 Anoka County authority to levy property taxes.  Expands the county’s 
current authority to levy property taxes to pay for bonds to fund countywide 
public safety improvements and equipment to also allow them to fund 
improvements and equipment on a pay-as-you-go basis.  Provides that such 
bonds or notes not be included when computing the county’s net debt.  
Effective through taxes payable 2023.. 

According to Senate staff, this lets the county levy for 
projects and have the levy continue to appear on a separate 
line on the TNT and property tax statements. 
 

16 Cedar Lake area water and sanitary sewer district.  Increases the 
maximum number of connections allowed for the district from 325 to 364. 

 

17 Helena Township, Scott County; removal of subordinate service district.  
Authorizes the township to use surplus land, property, or money for certain 
purposes after removal of a subordinate service district. 

 

18 City of Jackson; limitation on property tax abatements.  Authorizes the 
city to issue an extra $40,000 in property tax abatements for taxes payable 
2015 through 2019. 

The current limit is the greater of 10% of a city’s net tax 
capacity or $200,000. 

19 Study of energy producing systems.  Requires Revenue to conduct for a 
study on the taxation of all electric energy producing systems in the state, 
including both traditional and renewable energy sources and report to the 
legislature by 2/1/15.  Provides a set of items that the study must analyze.  
Makes a onetime appropriation of $150,000 in FY 2015 for the effort. 

 

20 Study of North Dakota oil production; impact on Minnesota.  Requires 
DEED to contract for a study on the effects of current and projected oil 
production in North Dakota on the Minnesota economy and report to the 
legislature by 2/15/15.  Provides a set of items that the study must analyze. 
Appropriates $250,000 in FY 2015 for the effort. 

 

 

Article 3:  Sales, Use, and Excise Taxes 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 3:  Sales, Use, and Excise Taxes  
1-3, 
10 

Exemption for expansions of Greater Minnesota businesses.  Denies the 
exemption to businesses primarily engaged in lobbying; entertainment; 
gambling; professional sports; political consulting; leisure; hospitality; or 
professional services provided by attorneys, accountants, business 
consultants, physicians, or health care consultants.  Allows the state 90 days 
instead of 60 days to act on an application.  Reduces the maximum length of 
agreements from 12 to 7 years.  Eliminates the current minimum expansion 
requirements and instead requires an increase in greater Minnesota-based 
FTEs of 2.0 or 10%, whichever is greater.  Caps the exemption for individual 
business at $2 million annually and $10 million over the life of the relevant 
business subsidy agreement.  Limits the exemption to property or services 
primarily used or consumed at the facility in greater Minnesota identified in 
the business subsidy agreement. 

 

4-5, 
16, 19 

June accelerated sales and use, tobacco and cigarette tax, and liquor tax 
payments.  Increases from $120,000 to $250,000 the amount of annual tax 
liability which triggers the requirement for June accelerated tax payments.  
Reduces the estimated share of June liabilities which must be paid before the 
end of June from 90% to 81.4%. 

 

 
6 
 
7 
 
 

Sales and use tax exemptions. 
 Clarifies that digital audioworks/audiovisual works required for post-

secondary study are included in the instructional materials exemption. 
 Charges for a live or prerecorded presentation accessed by participants 

as a digital audiowork/audiovisual work if: participants & the presenter 
can interact with one another, any limitations on interaction are the 
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Sec Second Omnibus Tax Bill (HF 3167) Comments 
 Article 3:  Sales, Use, and Excise Taxes  
 
8 
 
 
 
10 
 
 
 
 
 
 
11 
 
 
 
 
11 
 
 
 
 
12-13 
 
 
 
 
14 
 
 
 
 
 
35 
 
 
37 

same for on-site participants, and on-site admissions are non-taxable. 
 Sales of coin-operated entertainment and amusement machines when 

purchased by retailers selling admission to placement of amusement 
and making such devices available.  Stipulates that such machines do 
not include vending machines, lottery devices, or gaming machines. 

 Clarifies the sales and use tax exemption associated with refurbished 
data centers.  Stipulates that the provisions in the 2013 tax bill applying 
to computer software maintenance agreements only apply to purchases 
after 6/30/13.  Requires that DEED certify that a data center has met the 
requirements for the sales tax exemption.  Requires DEED to forecast 
annually the number of data centers that will meet the requirements in 
each of the next 4 years. 

 Removes the general language referencing the types of government 
services for which inputs are taxable and substitutes the following 
definitive list: liquor stores, gas or electric utilities, solid waste hauling 
and recycling services, landfills, golf courses, marinas, campgrounds, 
cafes, and laundromats. 

 Expands the exemption as of 1/1/16 for purchases by local governments 
to include special districts except for the Met Council, joint powers 
boards, organizations created under a joint powers authority, and 
instrumentalities of cities, counties, or townships.  Expands the 
exemption to the Met Council effective 1/1/17. 

 Increases the annual exemption threshold for fundraising sales by or for 
nonprofit groups from $10,000 to $20,000.  Subjects only sales in 
excess of the $20,000 threshold to tax.  Further modifies the exemption 
by defining “fund-raising” events are activities of limited duration that 
are not carried out in the normal course of business. 

 Sales of grooming machines, attachments, and other associated 
accessories and repair parts to nonprofit snowmobile clubs that are used 
primarily and directly for the grooming of state or grant-in-aid 
snowmobile trails.  Limits the exemption to clubs that have received, 
either in the current year or in the previous three-year period, a state 
grant-in-aid maintenance and grooming grant administered by the DNR.

 Building materials and supplies purchased and donated by a private 
entity and used in the construction of an addition to a city library 
facility occurring before 7/1/15. 

 Sales of prepared food, soft drinks, candy, and alcoholic beverages 
relating to the holding of an annual meeting in Minnesota by an 
organization defined by the IRS as instrumentalities of the state.  
Effective from 7/1/14 to 12/31/14. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
This applies to an addition to the city of Marshall’s library.
 
 
This applies to the NCSL annual meeting to be held in 
Minnesota later this year. 

15 Cigarette taxes, rates.  Reduces the excise tax rate on cigarettes weighing 
more than three pounds per thousand and on little cigars from $2.83 per pack 
to $1.415 per pack. 

This would apply one unified excise tax rate to all 
cigarettes and little cigars sold in Minnesota. 

17 Microdistillery credit.  Creates a nonrefundable credit against the alcoholic 
beverage excise tax for microdistillers equal to $1.33 per liter on 100,000 
liters sold in any fiscal year. 

State law defines microdistillers as distilleries that do not 
produce more than 40,000 proof gallons of premium, 
distilled spirits in a calendar year. 

18 Microdistilleries; excise tax.  Stipulates that a microdistillery is a 
wholesaler for purposes of the excise tax imposed on distilled spirits given at 
the microdistillery as samples or sold in cocktail rooms. 

 

20 Aircraft registration tax.  Clarifies the rate schedule for the tax.  
 
21-22 
 
 
 
 
23, 36 

Authority for local taxes. 
 Duluth food and beverage and lodging.  Redirects the city’s 0.5% 

taxes on food and beverages and on lodging used to pay for capital 
improvements at the Duluth Entertainment and Convention Center and 
the Great Lake Aquarium to finance $18 million of capital improve-
ments to public facilities to support tourism and recreational activities. 

 Albert Lea sales tax and validation prior act.  Extends the period 
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Sec Second Omnibus Tax Bill (HF 3167) Comments 
 Article 3:  Sales, Use, and Excise Taxes  
 
 
 
 
24-29 
 
 
 
 
 
 
 
 
 
34 

during which the city may impose its local sales tax by moving the 
mandatory termination date out five years, to 3/31/21.  Allows the city 
to file its approval of its 2005 and 2006 sales tax laws and validates the 
enactment of the tax retroactively. 

 Baxter & Brainerd sales taxes.  Authorizes the city of Baxter, with 
voter approval, to collect an additional $40 million from its existing 
local sales tax to finance sanitary sewer, storm sewer, and water 
projects, transportation safety improvements, and improvements to the 
Brainerd Lakes Area Airport and provides bonding authority for such.  
Authorizes the city of Brainerd, with voter approval, to collect an 
additional $15 million from its existing local sales tax to finance an 
upgraded waste treatment facility jointly serving Brainerd and Baxter, 
other water infrastructure improvements, and trail improvements but 
prohibits bonding authority for such. 

 Proctor food and beverage tax.  Authorizes the city, by ordinance, to 
impose a food and beverage tax of up to 1.0% to pay for: construction 
and improvement of walking and bicycle trails, a multiuse civic center 
facility and parking improvements, and improvements related to the 
redevelopment and realignment of a road through the fairgrounds 
property ceded to Proctor by Duluth. 

 
30-31 
 
 
 
32 
 
 
33 

Modifications of effective dates for sales tax refunds. 
 Makes the exemption in the 2013 tax bill for items covered by Medicare/ 

Medicaid retroactive to 04/01/09 and allows for a refund for the period 
4/1/09 to 7/1/13 if the tax was paid by the vendor but never collected 
from the purchaser.  Provides that refunds can be claimed until 6/30/15. 

 Clarifies that the exemption in the 2013 tax bill for qualified data centers 
applies to qualifying purchases made after 6/30/12; except for computer 
software maintenance agreements, for which the effective date is 6/30/13. 

 Clarifies that the payment of sales tax refunds related to certain 
biopharmaceutical manufacturing facilities that were enacted as part of 
the 2013 tax bill may not be applied for before 6/30/15. 

 

38 Voluntary compliance program; animal shelters.  Creates a voluntary 
compliance program for nonprofit animal shelters that agree to collect and 
remit sales and use tax.  Provides that shelters applying for the program 
before 1/1/15 shall not be liable for state or local uncollected and unpaid 
sales and use taxes and penalties or interest that would otherwise be due. 

 

 

Article 4:  Income and Estate Taxes 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 4:  Income and Estate Taxes  
1 Angel investment credit; qualifying small business.  Expands the 

definition of qualified small business to include those engaging in R&D in 
agriculture, tourism, forestry, mining, manufacturing, or transportation. 

 

3 Angel investment credit; promotion in greater Minnesota.  Directs 
DEED to develop a plan to increase awareness of and use of the credit for 
investment in qualified greater Minnesota business and minority-owned and 
women-owned qualified small businesses in support of the goals set in the 
first omnibus tax bill regarding investments in those groups. 

As a reminder, the first tax bill reserved $7.5 million of the 
additional $15 million of credits provided for 2015 and 
2016 for women- and minority-owned businesses and 
greater Minnesota-based businesses until September 30th 
of those years. 

4-6 Greater Minnesota internship program; credit.  Expands eligibility for 
the credit to include graduate degree programs.  Reduces the minimum 
internship period from 12 to 8 weeks.  Eliminates the condition that the work 
experience of the internship must be related to the student’s course of study.  
Pushes the deadline for the legislative report on the program back one year. 
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9-10, 
13, 
16-17 

Federal taxable income definition update.  Adopts federal changes to 
taxable income made in the Philippines Charitable Giving Assistance Act 
retroactively to tax year 2013. 

 

11 Additions to taxable income; individuals.  According to House Research 
the provision “Modifies the state limitation of itemized deductions and 
phaseout of personal exemptions to ensure that the state limitation and 
phaseout are applied independently of the federal limitation and phaseout as 
reinstated in the American Taxpayers' Relief Act of 2012 (ATRA).”  The 
section is effective retroactively to tax year 2013. 

 

12, 15 Individuals; subtractions from taxable income and alternative minimum 
taxable income.  
 Allows filers to subtract military pay awarded to National Guard 

members for services performed under the Active Guard Reserve 
program from Minnesota taxable income 

 Authorizes filers to subtract employer payments for vanpooling/ 
carpooling or transit pass expenses when computing Minnesota taxable 
income and alternative minimum taxable income.  Limits the subtraction 
to the federally-authorized amount ($130 per month for 2014). 

Section 15 (the alternative minimum tax provision) applies 
to the vanpooling/carpooling subtraction only. 

14 Reciprocity.  Modifies the requirements for entering into an income tax 
reciprocity agreement with Wisconsin.  Requires that the state with a net 
revenue loss must be paid that amount by the other state.  Directs that any 
agreement entered into before 10/1/14 may provide for payments equal to 
the net revenue loss less $1 million. 

 

17 Estate tax, definitions.  According to House Research, this provision 
“defines a “qualified work of art” as a work of art, as provided by the federal 
estate tax, that is owned by a non-resident and on loan to a Minnesota art 
museum or similar charity. These works of art are treated as not having a 
Minnesota situs.”  The section of law is effective retroactively for deaths 
after December 31, 2013. 

Further from House Research: “This ensures that a 
nonresident decedent’s loan of a work of art to a 
Minnesota art museum will not trigger an obligation to file 
or pay Minnesota estate tax. This section also adds the 
value of Minnesota-only qualified terminable interest 
property (QTIP) property to the definition of federal gross 
estate for the surviving spouse who is a beneficiary of a 
QTIP income interest. This insures that this property will 
both be subject to estate taxation on the death of the 
surviving spouse (the QTIP beneficiary) and will used to 
determine whether the estate has a tax filing obligation.” 

18 Minnesota QTIP property.  According to House Research, the provision 
“clarifies that upon the death of the surviving spouse, Minnesota-only QTIP 
property is included in the Minnesota taxable estate.” 

Further from House Research, “this parallels the 
treatment under section 17 for the filing requirement.” 

20 Effective date; Minnesota taxable estate.  Clarifies that the effective date 
for the new definition of the Minnesota estate tax that was enacted in the first 
omnibus tax bill applies only to taxable gifts made after June 30, 2013. 

This limits the new three-year lookback to gifts that were 
taxable under the now-repealed gift tax. 

21 Definition of taxable gift.  According to House Research, this “defines 
taxable gifts for purpose of the 3-year look back for estates of decendents 
who died between 6/30/2013 and 1/1/2014.  This language codifies the 
definition in the repealed gift tax, including guidance issued by DOR.” 

 

22 Temporary reading credit.  Creates a refundable and assignable credit 
equal to 75% of uncompensated payments to an instructor for treating a 
student with a reading skills, reading comprehension, or reading fluency 
deficiency that impairs his or her ability to meet expected age or grade-level 
standards.  Limits the maximum credit to $2,000.  Prohibits claimants from 
also submitting the expenses for purposes of the Minnesota education credit.  
Effective tax year 2014 only.  Requires a report to the legislature by 3/1/16. 

 

Other Technical and conforming provisions.  
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Article 5:  Minerals Taxes 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 5:  Minerals Taxes  
3 Distribution of net proceeds tax.   

 Currently, 5% of the tax is allocated to the city or town where the mine is 
located, 10% is allocated to the school district where the mine is located, 
and 20% is allocated to the county where the mine is located.  This 
provision expands eligibility for half of those distributions to relevant 
taxing jurisdictions where concentrate is produced.  It also requires any 
sharing of each half of the distribution to be equitable based on the 
relative extent of the operations performed in each taxing district. 

 Reduces the distribution to the Doug Johnson economic protection trust 
fund from 5% to 3% and increases the distribution to the taconite 
environmental protection fund from 5% to 7%. 

 

4 Production tax distribution; county road and bridge fund.  Increases the 
distribution by 5¢ per ton (from 21.05¢ to 26.05¢) starting with the 2024 
distributions. 

The first tax bill reduced this distribution by 5 cents to 
fund the Range school fund – this proposal limits this 
redirection of funds to 9 years. 

5-6 Iron Range school fund.  According to House Research, the provision 
“modifies the funding of the Range school consolidation and cooperation 
fund to reflect the change in the county road and bridge fund in section 4”.  
For the current dedication to the school fund of two-thirds of the revenue 
realized from indexing the production tax rate between 2015-2017, it 
clarifies that the cumulative effect of two thirds of these adjustments is 
dedicated in each year.  

 

7 Rock County aggregate tax.  Extends the 12/31/14 sunset date when the 
authority of counties bordering two other states and which are not contig-
uous to a county imposing an aggregate tax to impose an aggregate 
production tax with rates of 10¢/cubic yard or 7¢/ton ends to 12/31/24. 

Rock County is the only eligible county that has taken 
advantage of this authority. 

8 2008 onetime distributions.  Modifies the distribution to allow the city of 
Aitkin to spend its distribution for economic development projects instead of 
for sewer and water for housing projects. 

 

9 2013 onetime distributions.  Modifies the distribution to allow the city of 
Cook to spend its entire distribution for street improvements, business park 
infrastructure, and a maintenance garage instead dedicating a portion for a 
water line project. 

 

10 Reallocation of bond payments.  Reallocates certain terminating school 
bond amounts to the Iron Range school consolidation and cooperatively 
operated school account. 

 

11 One-time 2014 distribution of production tax revenues.  Establishes a 
special distribution of 18.84 cents per ton of 2014 production tax revenues.  
Allocates money for a set of listed specific purposes. 

According to House Research, this money is to come from 
surplus in the fund used to pay taconite homestead credit.  

Other Technical and conforming provisions.  
 

Article 6:  Local Development 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 6:  Local Development  
1 Ramsey County Housing and Redevelopment Authority; housing 

improvement areas.  Empowers the Ramsey County HRA to establish 
housing improvement areas by resolution in the county.  Provides that 
affected cities may veto the establishment of a housing improvement area.

 

2 Dakota County Community Development Agency; allocation of housing 
tax credits.  Authorizes the Dakota County CDA to allocate low-income 
housing credits in the first round to projects related to either new 
construction or rehabilitated multifamily housing which are not restricted to 
persons aged 55 or older and which are close to listed transit options. 

 



 

 

9                                                                 atwait@fiscalexcellence.org 

No. 14-05  |  Omnibus Tax Bill

Sec Second Omnibus Tax Bill (HF 3167) Comments 
 Article 6:  Local Development  
 
3 
 
4 

General tax increment (TIF) district changes. 
 Five year rule.  Extends the five year rule to an eight-year rule for all 

redevelopment districts certified after 6/20/2009 and before 6/30/2013. 
 Economic development districts; fiscal disparities option.  

According to House Research, the provision “allows cities to elect to 
make the fiscal disparities contribution for economic development 
districts in the same ways that are available for other types of districts.” 

 
 
 
House Research provides the following background: “This 
will allow the city to elect to make the contribution out of 
the city’s tax base.  Under present law, the contribution 
must be made from the TIF district’s increment.” 

5-13 Specific new TIF projects, changes, exceptions to statutes.  Provides for 
changes and exceptions to current statutes or authority for projects in the 
cities of Bloomington, Baxter, Eagan, Edina, Maple Grove, Mound, North 
St. Paul, Savage, and Shoreview. 

 

14-15 Workforce housing grants pilot program.  Requires DEED to establish a 
workforce housing grants pilot program for cities in Pennington or Roseau 
County with population over 1,500.  Directs that the following additional 
eligibility criteria be met before grants are awarded 
 The average vacancy rate in the city and in any city within 15 miles has 

been 5% or less for a two-year period; 
 At least one business located in the city or in any city within 15 miles 

that employs at least 20 FTEs provide written notice to the city that the 
lack of available housing has impeded their ability to recruit and hire 
employees; 

 Fewer than five market rate residential units per 1,000 residents were 
constructed in the city in each of the last 10 years; and 

 The city certifies that the grants will be used for expenditures related to 
the development of rental housing to serve employees of businesses 
located in the city or surrounding area. 

Limits any individual grant to the lesser of $400,000 or 10% of the 
residential housing development project cost.  Requires a report to the 
legislature by 1/15/2016.  Appropriates $627,000 for the effort in FY 2015 
and $1.373 million in FY 2016, which is to be available until June 30, 2018. 

 

 

Article 7:  Lewis and Clark Regional Water System Project 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 7:  Lewis and Clark Regional Water System Project  
1 Lewis and Clark Water Project Bonding.  Authorizes the cities of 

Luverne and Worthington and Nobles and Rock counties to bond for up to 
$45 million, in aggregate, for the project.  Directs the Lewis and Clark Joint 
Powers Board to allocate amounts within that limit to each of the four local 
governments.  Exempts the obligations from reverse referenda and statutory 
net debt limit requirements.  Requires that half of any future federal monies 
received for the project be awarded to the local governments based on their 
share of the bonding revenues to offset their costs.

 

2 Debt service aid; Lewis and Clark Joint Powers Board.  Creates a stream 
of state aid to this joint powers board to help pay for the debt service on the 
bonds issued to pay for the project.  Sets aid amounts equal to the amount of 
principal and interest on the bonds due in the next year less 1.5% of the 
combined adjusted net tax capacity of Nobles and Rock counties and 50% of 
any federal aid received to fund the project.  Requires the joint powers board 
to distribute the aid to the local governments in proportion to their shares of 
debt service payments.  Stipulates that if federal grants and aids plus this aid 
combine to exceed the payments on the portion of the debt service financed 
with state aids, the board is to refund the excess aids paid to the state.  
Terminates the aids on either January 1, 2039 or when the bonds have been 
paid or defeased, whichever is earlier. 

 

3-4 City of Worthington sales tax.  Authorizes the city to extend, by city  
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Sec Second Omnibus Tax Bill (HF 3167) Comments 
 Article 7:  Lewis and Clark Regional Water System Project  

ordinance, its existing 0.5% sales tax through December 31, 2039 so long as 
the proceeds are used to pay for the costs associated with this project. 

5 Rock County sales tax.  Authorizes Rock County to impose, by ordinance, 
a 0.5% local option sales tax to pay debt service on the bonds issued to fund 
this project.  Requires the county to keep the tax in place, if it imposes it, 
until such time as sufficient revenues have been raised to pay the county’s 
share of the bonds.  Stipulates that excess revenues in any year may be used 
to funding other capital projects.  Prohibits the county from imposing the tax 
in the city of Luverne if that city imposes a similar tax. 

 

5 Nobles County sales tax.  Authorizes Nobles County to impose, by 
ordinance, a 0.5% local option sales tax to pay debt service on the bonds 
issued to fund this project.  Requires the county to keep the tax in place, if it 
imposes it, until such time as sufficient revenues have been raised to pay the 
county’s share of the bonds.  Stipulates that excess revenues in any year may 
be used to funding other capital projects.  Prohibits the county from 
imposing the tax in the city of Worthington if that city imposes a similar tax. 

 

7 City of Luverne sales tax.  Authorizes the city of Luverne to impose, by 
ordinance, a 0.5% local option sales tax to pay debt service on the bonds 
issued to fund this project.  Requires the city to keep the tax in place, if it 
imposes it, until such time as sufficient revenues have been raised to pay the 
county’s share of the bonds.  Stipulates that excess revenues in any year may 
be used to funding other capital projects.   

 

 

Article 8:  Miscellaneous 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 8:  Miscellaneous  
2 Old Cedar Avenue Bridge.  Directs that the vintage 1920 camelback bridge 

that crosses the Minnesota River overflowage (a.k.a. “Long Meadow Lake”) 
be officially designated as the “Old Cedar Avenue Bridge”.

 

3-4 License revocations for failure to file or pay state taxes.  Modifies the 
process for revoking licenses relating to nonpayment of state taxes of $500 
or more or to failing to file state tax returns so that the applicable licensing 
authority, not Revenue, is responsible for notifying licensees of pending 
revocations.  Further requires such notices to be sent by certified mail. 

 

5 Carlton County Soil and Water Conservation District; levy authority.  
Authorizes Carlton County to impose a property tax levy on nehalf of its 
SWCD for the express purpose of paying the principal, interest, and any 
associated costs of obtaining and servicing a loan to finance the planning, 
constructing, and equipping of an office and storage facility for the district.  
Terminates the authority once all costs are paid for or on 5/1/2017 if such 
loan has not been obtained by then. 

 

8 Administrative appropriations.  Appropriates money as follows: 
 $700,000 in FY14 and $1.8 million in FY15 to Revenue for 

administering provisions in the bill.  Sets a $0 funding base for FY17. 
 $40,000 in FY15 to Public Safety for administering the volunteer 

retention stipend aid pilot program in article 1, section 1.  Creates a 
funding base of $18,000 for this purpose in FY16 and makes the money 
available through 6/30/18.  Sets a $0 funding base for FY17. 

 $400,000 in FY15 to Natural Resources to assist counties in developing 
plans and providing training for watercraft inspectors to facilitate the 
implementation of article 1, section 11.  Stipulates that this is a one-
time appropriation. 

 

Other Technical and conforming provisions.  
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Article 9:  Unsession 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 9:  Unsession  
1-94 Unsession.  Eliminates or repeals provisions the executive branch 

determined to be obsolete.  Further detail is beyond the scope of this 
comparison. 

 

 

Article 10: Department Technical and Policy Property Tax Provisions (detail not included) 
Sec Second Omnibus Tax Bill (HF 3167) Comments 

 Article 10:  Dept Technical and Policy Property Tax Provisions  
 

Article 11: Department Technical and Policy Income and Franchise, Sales and Use, and 
Miscellaneous Tax Provisions (detail not included) 

Sec Second Omnibus Tax Bill (HF 3167) Comments 
 Article 11:  Dept Technical and Policy Income and Franchise, Sales and 

Use, and Miscellaneous Tax Provisions 
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