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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). 
 Welcome to the first issue of Legislative Spotlight for the 2015 
legislative session – and our 23rd year of the publication!  As a 
reminder, our numbering convention shows the year first and the 
edition second, hence this edition is numbered “15-01”.  We will 
continue our tradition of summarizing tax-related bills, although 
we generally do not address individual tax increment financing 
bills, and selected bills in other policy areas.  We often add 
historical context and content, broader perspective, or our 
evaluation of a bill’s relationship to sound tax policy or public 
finance principles.  In most cases, we base our summary and 
editorial comments on our reading of the bill.  In some cases, we 
rely on legislative staff to help us understand a bill or the bill’s 
intent, but any errors in a summary or misunderstanding of a 
bill’s intent are our responsibility.  Please contact us if we are in 
error – we will be happy to make the correction. 
 As the 2015 legislative session begins, both parties have 
reason to be happy.  DFLers returned an incumbent governor for 
the first time since 1986, ensuring control of the executive branch 
through 2018.  Republicans picked up 11 seats in the Minnesota 
House, gaining the majority in that body which gives them a seat 
at the negotiating table after a two-year absence.  The 
conventional wisdom going into the election was that the 
battleground districts would be in suburban areas, but 10 of the 
11 GOP pickups came in rural Minnesota. 
 In fact, we can’t help but be drawn to the map of the 
Minnesota House members elected in November.  If one sets aside 
the seven-county metro and the Iron Range and Arrowhead 
region, there are only five DFL House members who represent 
substantial tracts of farmland: Paul Marquart, Clark Johnson, 
David Bly, Gene Pelowski, and Jeanne Poppe.  Moreover, those 
districts either include or abut non-metro regional centers 
(Moorhead, Mankato, Northfield, Winona, and Austin – 
respectively).  The most rural portions of the state have gone 
overwhelmingly GOP, and now seem poised to flex their political 
muscle. 
 To date, legislators have focused on the issue of federal 
conformity (see our “From the Committee Rooms” article for 
more on this).  Aside from that, other topics of considerable early 
interest – based on bill introductions at least – are the estate tax 
exclusion, the research and development credit, veteran- and 
military-related tax provisions, and various sales tax exemptions. 
 As always, we will work hard to keep you informed as the 
session progresses.  Be sure to visit our “Session Update” blog on 
the members-only portion of our website 
(http://www.fiscalexcellence.org/legislative-spotlight.html) for 
real-time updates on committee proceedings.  Thank you, 
members, for your continued support. 

FROM THE COMMITTEE ROOMS 

Federal Conformity Moving Quickly Through 
Process 
 Legislators are fast-tracking a federal conformity bill HF 6/SF 
50, with multiple hearings and a House floor vote in the last week.  
The proposal would conform Minnesota’s tax code to a number of 
federal provisions passed last year (see our summary of the bill on 
page 4 of the Spotlight).  According to information provided by 
Senate Fiscal Analysis, the proposal’s costs are quite small: $19.9 
million in the current FY 14/15 biennium and $11.5 million in the 
upcoming FY 16/17 biennium. 

 The Senate Tax Committee spent little time on the measure, 
approving it by voice vote and sending it to the Senate floor to 
await the House bill (Civics 101: tax bills must originate in the 
House).  The path in the House has been slightly more 
complicated: at the behest of Chair Greg Davids the House Tax 
Committee amended the proposal to include language from HF 27 
which clarifies the Rochester Destination Medical Center law 
passed in 2013.  Committee discussion centered not on the merits 
of the proposal itself, but rather on procedural issues.  After 
approval by both the Taxes and Ways and Means committees, the 
House passed HF 6 on Jan. 15 by a 129-0 vote. 

 The ball in now in the Senate’s court, with two options for 
Senate leadership.  They can either approve the House bill with 
the DMC language and send the proposal to the governor, or 
senators can insist on a “clean” conformity bill with no additional 
measures – which would entail a conference committee to work 
out the differences.  Either way, based on what we have heard we 
expect federal conformity to happen very soon. 

House and Senate Taxes Committee Membership 
 Although there are only minor changes in the makeup of 
Senate committees, the GOP takeover of the Minnesota House has 
made noticeable changes to the makeup of the House Taxes 
Committee.  For your convenience, we list here the membership of 
the House and Senate Taxes Committees and their respective 
divisions, along with party affiliation and contact information.  We 
also note newly-elected members (both those with and without 
prior legislative experience) and returning legislators who did not 
serve on the committee or division during 2013-14.  All phone 
numbers are in the 651 area code. 

House Taxes Committee 

The committee meets in Room 10 of the State Office Building on 
Tuesdays, Wednesdays, and Thursdays and has reverted to the 
traditional 10:15 start time.  There are 15 Republican members 
and 10 Republican members; 16 of the 25 members were of the 
committee in 2013-14.  You may e-mail House members using the 
following template: rep.firstname.lastname@house.mn. 

Title (where applicable) and Name   Party   Phone 

Chair: Greg Davids         R  296-9278 
Vice Chair: Bob Barrett@       R  296-5377 
DFL Lead: Ann Lenczewski     DFL 296-4218 
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Sarah Anderson          R  296-5511 
Tom Anzelc         DFL 296-4936 
Lyndon Carlson        DFL 296-4255 
Jim Davnie         DFL 296-0173 
Steve Drazkowski         R  296-2273 
Ron Erhardt         DFL 296-4363 
Sondra Erickson @         R  296-6746 
Pat Garofalo           R  296-1069 
Tom Hackbarth @         R  296-2439 
Jim Knoblach #          R  296-6612 
Jon Koznick *          R  296-6926 
John Lesch          DFL 296-4224 
Diane Loeffler        DFL 296-4219 
Jenifer Loon           R  296-7449 
Joe McDonald @          R  296-4336 
Carly Melin         DFL 296-0172 
John Petersburg @         R  296-5368 
Erik Simonson        DFL 296-4246 
Linda Slocum        DFL 296-7158 
Chris Swedzinski @         R  296-5374 
Paul Torkelson @         R  296-9303 
Anna Wills @          R  296-4306 
* Newly-elected, no prior legislative experience 
# Newly-elected, prior legislative experience 
@ Re-elected, not on Taxes Committee in 2013-14 
 

Committee Staff 

Committee Administrator: Stephen Rubis   296-5994 
Committee Legislative Assistant: Andrew Hasek  296-5322 
 

House Property Tax and Local Government Finance Division 

The division meets in Room 10 of the State Office Building on 
Wednesdays at 8:15.  There are 9 Republican and 7 DFL 
members; only 7 of the 16 members were on the division in 2013-
14.  As a reminder, one need not be on the full Taxes Committee to 
be a member of the division. 

Title (where applicable) and Name   Party   Phone 

Chair:  Steve Drazkowski      R  296-2273 
Vice Chair: Duane Quam  @       R  296-9236 
DFL Lead: Jim Davnie      DFL 296-0173 
Paul Anderson @          R  296-4317 
Sondra Erickson          R  296-6746 
Jerry Hertaus           R  296-9188 
Jon Koznick *          R  296-6926 
Ann Lenczewski         DFL 296-4218 
Ben Lien         DFL 296-5515 
Paul Marquart        DFL 296-6829 
Joe McDonald @          R  296-4336 
Dave Pinto *         DFL 296-4199 
Erik Simonson        DFL 296-4246 
Bob Vogel *            R  296-7065 
Abigail Whelan *          R  296-1729 
Cheryl Youakim *       DFL 296-9889 
* Newly-elected, no prior legislative experience 

@ Re-elected, not on Property Tax Division in 2013-14 
 

Committee Staff 

Committee Administrator: Stephen Rubis   296-5994 
Committee Legislative Assistant: Grant Erickson  296-9710 
 

Senate Taxes Committee 

The committee meets in Room 15 of the Capitol Mondays through 
Fridays from 8:30 to 10:00.  The committee has 8 DFL and 5 
Republican members.  You may e-mail Senate members using the 
following template: sen.firstname.lastname@senate.mn. 

Title (where applicable) and Name   Party   Phone 

Chair:  Rod Skoe      DFL 296-4196 
Vice Chair: Ann Rest      DFL 296-2889 
GOP Lead: Julianne Ortman       R  296-4837 
Tom Bakk         DFL 296-8881 
Kari Dziedzic        DFL 296-7809 
Chris Eaton         DFL 296-8869 
Paul Gazelka  @          R  296-4875 
Lyle Koenen         DFL 296-5094 
John Marty           DFL 296-5645 
Carla Nelson           R  296-4848 
Roger Reinert        DFL 296-4188 
David Senjem          R  296-3903 
Dave Thompson           R  296-5252 
@ Not on Taxes Committee in 2013-14 
 

Committee Staff 

Committee Administrator: Donovan Hurd   296-5640 
Committee Leg. Assistant – Chair: Diane Patnode 296-4196 
Committee Leg. Assistant – Vice-Chair: Chris McCall 296-2889 
 

Senate Tax Reform Division 

This division meets in Room 235 of the Capitol Mondays through 
Fridays from 8:30 to 10:00 (sharing the time slot with the full 
Taxes Committee).  There are 5 DFL and 3 Republican members.  
Members need not be drawn from the full Taxes Committee. 

Title (where applicable) and Name   Party   Phone 

Chair:  Ann Rest      DFL 296-2889 
Vice Chair: Lyle Koenen      DFL 296-5094 
GOP Lead: Dave Thompson       R  296-5252 
Kari Dziedzic        DFL 296-7809 
Chris Eaton         DFL 296-8869 
Paul Gazelka           R  296-4875 
Julianne Ortman          R  296-4837 
Rod Skoe         DFL 296-4196 
 

Committee Staff 

Committee Administrator: Brenda Shafer-Pellinen 296-7593 
Committee Leg. Assistant – Chair: Chris McCall  296-2889 
Committee Leg. Assistant – Vice-Chair: Ali Holzman 296-5094 
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BILL INTRODUCTIONS 
 Tax bills are listed first by tax type in alphabetical order, then 
additional topics in alphabetical order.  Within each topic, House 
bills (HF--for “House File”) are listed first, then Senate bills (SF--
for “Senate File”).  The bills are in numerical order within each 
chamber.  Each bill heading contains the chief author and his or 
her political party, city or township of residence, and the last four 
digits of his or her capital office phone number.  The 651 area 
code and 296-exchange are assumed unless shown otherwise. 

TAXES 
This first portion of tax bills consists of more comprehensive bills.  
The bills included under various “combinations” are bills with 
more than one tax in them, but are not considered comprehensive. 
Unless otherwise noted, effective dates for bills are as follows: 
 Corporate franchise and individual income taxes: Tax years 

beginning after December 31, 2014 
 Property tax: Taxes levied in 2016, payable in 2016 
 Sales tax: Sales and purchases made after June 30, 2015 

HF 0001 (Kresha, R, Little Falls, 4247) 
This bill proposes the following tax credits: 
 Allows individual filers to subtract 10% of any income or loss 

attributable to a partnership or S corp in which he or she 
materially participates when calculating Minnesota taxable 
income. 

 Increases the research and development (R&D) credit against 
the individual income and corporate franchise taxes from 
2.5% on all qualifying expenses over $2 million to 4% on 
such.  Changes the R&D credit to a refundable credit with a 
cap of $200,000; beyond which unused credit must be carried 
forward into succeeding tax years. 

 Creates a nonrefundable credit against the insurance 
premiums tax for investments in qualified low-income 
community businesses engaged primarily in high-tech, 
manufacturing, timber, or mining.  Sets the credit equal to 8% 
of the qualifying investment in the third through sixth years 
after making the investment and to 7% of the investment in 
the seventh year (essentially returning 39% of the investment 
over a 7-year period).  Allows excess credit to be carried 
forward indefinitely.  Limits the total amount of investment 
against which the credit may be claimed to $250 million. 

 Creates a refundable credit against the individual income and 
corporate franchise taxes equal to 5% of a business’ 
contributions to land trusts to buy land and develop housing 
whose sale price does not exceed 250% of the median sale 
price for the county in cities of at least 1,500 where the 
average rental housing vacancy rate in the city and any city 
located within 25 miles has been 5% or less for a two-year 
period and where fewer than 5 residential units per 1,000 
residents were construction in each of the last ten years.  
Requires the business to have at least 25 employees in order 
to claim the credit.  Authorizes taxpayers to claim the credit in 
each of the 20 years following the contribution. 

 Creates a refundable credit against the individual income tax 
for filers who graduate from a post-secondary educational 
institution with a degree in science, technology, engineering, 
mathematics, or medicine and who subsequently takes a 
position with an employer working in one of these fields in an 
economic development region where the average number of 
job vacancies per capita in the second and fourth quarter of 
the previous year exceeded the statewide average by at least 
10%.  Sets the credit equal to the lesser of 50% of tuition and 
fees for a two-year college/university or $2,500 for filers with 
a two-year degree and to the lesser of 50% of tuition and fees 
for a four-year college/university or $5,000 for filers with a 
four-year degree.  Allows filers to claim the credit in the first 
year in which he or she becomes eligible and in each of the 
subsequent four tax years. 

The bill also includes proposals related to environmental 
permitting, rulemaking reform, workforce housing, and state 
agency penalty reform. 

The majority party generally uses the first bill introduced in a 
biennium to send a message about priorities, and this year is no 
exception. 

SF 0087 (Dibble, DFL, Minneapolis, 4191) 
Establishes a gross receipts tax on motor fuels with a rate of 6.5% 
at the wholesale level, effective Oct. 1, 2015, with a floor at an 
equivalent rate of ten cents per gallon.  Increases the vehicle 
registration tax rate on passenger autos from 1.25% to 1.5% of the 
base value and increases the minimum tax from $25 to $30, 
effective Sept. 1, 2015.  Converts the current 0.25% sales tax ($20 
per motor vehicle) that metro-area counties may impose for 
transportation purposes to a dedicate revenue stream for transit 
purposes.  Imposes both a sales and use tax in the seven county 
metro area of 1.0% in counties where the optional 0.25% transit 
sales tax is not imposed and of 0.75% where it is imposed and a 
$20 per motor vehicle excise tax in all seven metro-area counties 
and dedicates the proceeds to finance transportation projects.  
Modifies the distribution of highway user fund and county state-
aid funding.  Provides for $1 billion in trunk highway bonding and 
for $567 million in general obligation bonding for local 
transportation projects.  Includes other provisions related to 
transportation finance. 

Combinations of Taxes (Corporate and Individual Income) 

HF 0010 (Wills, R, Apple Valley, 4306); and SF 0079 (Wiger, 
DFL, Maplewood, 6820) 
Creates a credit against the individual income and corporate 
franchise taxes for employers hiring military veterans equal to 
10% of the wages paid to the individual, with a maximum credit of 
$3,000 for hiring a disabled veteran (i.e. – a veteran with a 
service-connected disability rating); of $1,500 for hiring an 
unemployed veteran (i.e. – a veteran who has received 
unemployment compensation at any time during the two-year 
period prior to the date of hire); and of $500 for hiring a veteran 
who is neither disabled nor unemployed.  Limits the credit to the 
taxable year during which the qualifying hire was made. 
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HF 0061 (Anderson, S., R, Plymouth, 5511) 
Provides that an undetermined amount of research and 
development credit be refunded to taxpayers in any tax year. 

HF 0062 (Anderson, S., R, Plymouth, 5511) 
Extends eligibility for the research and development credit to sole 
proprietors. 

As far as tax incentives go, the R&D credit stands out in the 
literature, which by-and-large indicates that it may actually does 
what it claims to do: promoting private-sector research and 
development activity.  If it does stimulate this kind of activity, then 
making the credit (a necessary evil) more generous should be near 
the top of Minnesota’s “to-do” list.  

HF 0125 (Dettmer, R, Forest Lake, 4124) 
Creates a nonrefundable credit against the individual income and 
corporate franchise taxes for employers hiring military veterans 
equal to 10% of the wages paid to the individual.  Sets a maximum 
credit of $3,000 for hiring a disabled veteran (one with a service-
connected disability rating); of $1,500 for hiring an unemployed 
veteran (one who has received unemployment compensation at 
any time during the two-year period prior to the date of hire); and 
of $500 who was in active military service at any time on or after 
9/11/2001 in a designated area.  Limits the credit to the taxable 
year during which the qualifying hire was made.  Prohibits an 
employer from claiming the credit if the employer currently 
employs or has previously employed the veteran. 

SF 0038 (Rest, DFL, New Hope, 2889) 
Extends eligibility for the research and development credit to sole 
proprietors.  Requires that DEED verify the expenses for which 
the credit is claimed are qualifying research expenses before any 
credit is issued. 

We admit to being a bit curious (bordering on skeptical) 
about DEED’s expertise and ability to “make the verification 
call” on what we would anticipate are rather technically complex 
issues. 

Combinations of Taxes (Corporate, Individual Income and 
Property) 

HF 0006 (Davids, R, Preston, 9278); and SF 0050 (Skoe, DFL, 
Clearbrook, 4196) 
Conforms Minnesota’s income, corporate franchise, and property 
tax refund regimes to the following provisions of federal law: The 
Tax Increase Prevention Act of 2014, The Achieving a Better Life 
Experience Act of 2014, amendments to the Federal Aviation 
Administration Modernization and Reform Act of 2012, The 
Multiemployer Pension Reform Act of 2014 (which was a part of 
The Consolidated and Further Continuing Appropriations Act, 
2015), and The Tribal General Welfare Exclusion Act of 2014.   
The federal provisions impact tax year 2014 only.  According to 
House Research, some of the principal federal changes Minnesota 
would conform to are: 
 Extending the higher education tuition deduction 
 Extending the education classroom expense deduction 

 Extending the exclusion for discharge of indebtedness on 
principal residences 

 Extending the itemized deduction for mortgage insurance 
premiums 

 Extending the authority for individuals 70½ or older to 
transfer up to $100,000 from an IRA or Roth IRA directly to a 
qualified charity 

 Extending the increase in the federal adjusted gross income 
limit on the amount of qualified conservation easements that 
may be claimed as a charitable deduction 

 Extending the enhanced deduction for charitable contributions 
of food inventory by pass-through entities 

 Extending various provisions related to depreciation and 
expensing 

 Authorizing tax-preferred ABLE (Achieving a Better Life 
Experience) accounts 

 Allowing airline employees who received bankruptcy 
payments to retroactively roll over the payments into 
traditional retirement accounts in the year in which the 
payments were received. 

House Research has provided a summary of the proposal at 
http://www.house.leg.state.mn.us/hrd/billsumdetail.aspx?ls=89&fi
lter=Detail&bill=HF%206. 

MCFE has historically advocated for conforming to federal 
tax law whenever feasible.  Conformity reduces burdens on tax 
administrators, makes the income tax easier for taxpayers to 
understand, and saves taxpayers money by requiring fewer 
accountant services.  See our “From the Committee Rooms” 
article for the status of this proposal. 

Estate Taxes 

HF 0082 (Loon, R, Eden Prairie, 7449); HF 0096 (Albright, R, 
Prior Lake, 5185); and HF 0148 (Dettmer, R, Forest Lake, 
4124) 
Increases the estate tax exclusion amount from the current 
amounts that increase over time ($1.4 million for estates of 
decedents dying in 2015 to $2.0 million for estates of decedents 
dying in 2018 and thereafter) to the federal exclusion amount 
($5.43 million for decedents dying in 2015).  Repeals the qualified 
small business property subtraction.  Repeals the recapture tax.  
Eliminates two brackets of the estate tax schedule so that the tax 
amount would be computed for all decedents dying after 
December 30, 2014 as follows: 

Amount of Minnesota Taxable Estate Bracket Rate 
Not over $7.1 million 13% 
Over $7.1 million but not over $8.1 million 13.6% 
Over $8.1 million but not over $9.1 million 14.4% 
Over $9.1 million but not over $10.1 million 15.2% 
Over $10.1 million 16.0% 

All three bills have identical language. 

SF 0016 (Wiger, DFL, Maplewood, 6820) 
Increases the estate tax exclusion amount from the current 
schedule ($1.4 million for estates of decedents dying in 2015 to 
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$2.0 million for estates of decedents dying in 2018 and thereafter) 
to $5.0 million for estates of decedents dying in 2015 and 
thereafter.  Eliminates the estate tax brackets with graduated rates 
ranging from 12% to 16% and instead imposes a single tax rate of 
16% on all taxable estate value.  Repeals the qualified small 
business property subtraction.  Repeals the recapture tax.  Makes 
other clarifying changes. 

Excise Taxes 

HF 0182 (Garofalo, R, Farmington, 1069) 
Converts the tax rate on compressed natural gas from $0.25 per 
gasoline equivalent to $0.25 per diesel fuel equivalent. 

Gambling Taxes 

SF 0094 (Pederson, R, St. Cloud, 6455) 
Exempts organizations that conduct lawful gambling in bingo 
halls from the combined net receipts tax. 

Individual Income Taxes 

HF 0003 (Schomacker, R, Luverne, 5505) 
Creates a state-administered long-term care savings plan with 
individual accounts to which participants may contribute.  
Stipulates that “authorized withdrawals” from such accounts are 
for: payment of long-term care expenses, payment of long-term 
care insurance premiums, transfer of funds to a spouse, or death of 
a participant.  Imposes a 10% penalty on all other withdrawals.  
Authorizes filers to subtract contributions to such an account when 
computing Minnesota taxable income, to a maximum of $2,000 
per year for married-joint filers and $1,000 for all other filers, to 
the extent that such amounts are included in FAGI.  Exempts 
investment earnings realized through the plan from the individual 
income tax.  Requires filers to include unauthorized withdrawals 
from the account when computing Minnesota taxable income.  
Creates a refundable credit equal to any additional federal income 
tax paid on early withdrawals from qualified retirement plans if 
the withdrawal is used for qualified long-term care expenses.  Also 
includes other provisions relating to long-term care. 

HF 0025 (Anzelc, DFL, Balsam Twp, 4936); and SF 0040 
(Gazelka, R, Nisswa, 4875) 
Provides a subtraction from Minnesota taxable income for military 
retirement pay.  The two bills are virtually identical but are not 
companions. 

This subtraction would be in addition to the current 
nonrefundable credit for past military service which is available to 
retirees with 20 years or service or who are disabled. 

HF 0029 and HF 0030 (Davids, R, Preston, 9278); SF 0042 
(Rest, DFL, New Hope, 2889) and SF 0051 (Skoe, DFL, 
Clearbrook, 4196) 
Clarifies that the 2014 expansion of the Working Family Credit is 
to be paid for the General Fund money and not with federal 
Temporary Assistance for Needy Families (TANF) funds.  HF 
0029 and SF 0042 transfer responsibility for funding the increased 
Working Family Credit enacted in 2000 from the federal TANF 
block grant to the General Fund.  HF 0029 and SF 0042 are 

companion bills as are HF 0030 and SF 0051; but the two sets of 
bills are not identical. 

HF 0063 (Anderson, S., R, Plymouth, 5511); and SF 0102 
(Bonoff, DFL, Minnetonka, 4314) 
Repeals the current fourth bracket of 9.85% and instead imposes 
an additional 2% rate on all taxable net income, except for active 
trade or business income, in excess of $254,240 for married-joint 
filers, above $154,540 for single filers, and above $200,000 for 
heads of household. 

The idea here is to fix a maximum tax rate of 7.85% on 
“active trade or business income” – essentially reinstating certain 
advantages for running one’s business through the individual 
income tax regime as opposed to becoming a C-corp that were in 
effect before the fourth bracket was enacted in 2013. 

HF 0065 (Anderson, S., R, Plymouth, 5511) 
Appropriates an unspecified amount of new money for tax years 
2015 and 2016 for the small business investment tax credit. 

This credit currently has a lifetime cap of $91.9 million, and 
the Department of Revenue estimates credits will be claimed up to 
the cap.  This proposal would provide additional funding for the 
program, but would not extend it beyond the end of tax year 2016. 

HF 0066 (Anderson, S., R, Plymouth, 5511) 
Converts the small business investment credit to a permanent 
credit by repealing the language that would sunset the program 
after tax year 2016. 

This proposal would keep the credit in place on a $15 million-
per year basis permanently. 

HF 0072 (Anderson, S., R, Plymouth, 5511) 
Allows filers to apply the education expense credit and deduction 
to payments for accredited preschool programs, as defined in the 
bill.  Prohibits filers from applying the same expenses toward both 
the education expense credit and deduction and the dependent care 
credit. 

HF 0137 (Dettmer, R, Forest Lake, 4124) 
Provides a subtraction from Minnesota taxable income for 
veterans receiving military retirement pay of $1,500 for each year 
or portion of a year of military service, up to a maximum of 20 
years.  Stipulates that each spouse is eligible for the subtraction in 
the case of a married couple filing jointly.  Directs that the 
subtraction is not limited to military retirement compensation.  
Repeals the existing credit for past military service. 

HF 171 (Erhardt, DFL, Edina, 4363) 
Provides a subtraction from Minnesota taxable income for military 
retirement pay. 

See our comment re: HF 0025/SF 0040. 

SF 0119 (Senjem, R, Rochester, 3903) 
Increases the cap on the small business investment tax credit by $2 
million, from $15 million to $17 million.  Dedicates half of the 
increased amount for credits for qualifying businesses in greater 
Minnesota, and minority- or women-owned qualifying businesses 
in any portion of the state. 
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This proposal follows the current practice of dedicating half 
of the credit to the named groups. 

SF 0123 and SF 0124 (Senjem, R, Rochester, 3903) 
Authorizes individual income tax filers to subtract Social Security 
benefits included in their federal taxable income when calculating 
their Minnesota taxable income.  Phases in the subtraction as 
follows: 

Tax Year 
Share of Social Security 

Income Subtracted 
SF 0123 SF 0124 

2015 10% 32% 
2016 20% 32% 
2017 30% 43% 
2018 40% 55% 
2019 50% 67% 
2020 60% 77% 
2021 70% 89% 
2022 80% 100% 
2023 90% 100% 
2024 100% 100% 

In MCFE’s most recent multi-state individual income tax 
comparison study (for tax year 2010), the income tax burden on 
Minnesota’s senior filers ranked high.  For married filers we were 
2nd at $75,000 of income and 1st at $100,000, $150,000, and 
$250,000 of income; for single filers we were 1st at $75,000, 
$100,000, and $150,000 of income and 7th at $250,000 of income.  
In large part, Minnesota’s high ranking is attributable to being 
one of only seven states that applies the state income tax to Social 
Security benefits that are taxable at the federal level (according to 
House Research, the other five states are: Nebraska, New Mexico, 
North Dakota, Rhode Island, Vermont, and West Virginia). 

MinnesotaCare Taxes 

HF 0032 (Quam, R, Byron, 9236) 
Excludes payments received by an entity subject to the 
MinnesotaCare taxes for patient services from the gross revenues 
used to compute the tax if 60% or more of such payments made 
for services provided in the state are paid from sources outside 
Minnesota.  Directs that payments are deemed to be paid from the 
domiciliary of the patient receiving the services. 

Motor Vehicle Sales Tax 

HF 0122 (Swedzinski, R, Ghent, 5374) 
Expands the current exemption from the motor vehicle sales tax 
for townships for purchases of motor vehicles for use exclusively 
for road maintenance to all local governments except for school 
districts. 

Property Tax (except TIF) 

HF 0033 (Quam, R, Byron, 9236) 
Requires cities to dedicate the proportion of the local government 
aid they receive that is attributable to the housing factors in the 
need formula to rehabilitation of housing in the city. 

The first of a handful of bills that seek convert some portion of 
LGA into a categorical aid.  We sympathize to some extent with 
the probable concerns and motivations behind this proposal, but 
this proposed solution looks like an administrative and auditing 
quagmire in the making. 

HF 0060 (Davids, R, Preston, 9278); and SF 0009 (Skoe, DFL, 
Clearbrook, 4196) 
Eliminates the special agricultural homestead provisions for 
properties owned or leased by a qualifying entity (a family farm 
corporation, joint family farm venture, family farm limited 
liability company, or partnership operating a family farm).  
Eliminates the special agricultural homestead provisions for 
farmowners who actively farm the property themselves or have a 
relative actively farming the property, except for the provisions 
relating to owners who actively farm their land and give farther 
away than four townships or cities from the farm if required to do 
so by the owner’s or the owner’s spouse’s employer.  Eliminates 
special agricultural homestead provisions relating to damage in 
Blue Earth, Brown, Cottonwood, LeSueur, Nobles, or Rice County 
caused by a tornado on March 29, 1998. 

HF 0085 (Quam, R, Byron, 9236) 
Requires cities to dedicate the proportion of the local government 
aid they receive that is attributable to the housing factors in the 
need formula to fund housing development, redevelopment, and 
rehabilitation programs.  Exempts cities from this requirement if it 
would result in the dedication of less than $100 in LGA. 

HF 0091 (Nornes, R, Fergus Falls, 4946) 
Authorizes cities (or counties when parcels are located in 
unincorporated areas) to grant local property tax exemptions for 
up to five years for property owned by businesses that intend to 
construct a new or expand an existing facility in the municipality 
and that are engaged in: the manufacturing or production of 
tangible personal property; warehousing, storage, and distribution 
of tangible personal property, excluding retail sales; or research 
and development related to such activities. 

HF 0135 (Peppin, R, Rogers, 7806) 
Limits fiscal disparities contributions for municipalities that are 
not served by regional wastewater services to the lesser of their 
contribution under current law (40% of C/I property tax base 
growth since 1971) or 10% of its overall assessment year 1971 net 
tax capacity. 

HF 0140 (Carlson, DFL, Crystal, 4255); and SF 0129 (Rest, 
DFL, New Hope, 2889) 
Reduces the threshold for qualifying for the targeting property tax 
refund from a year-on-year property tax increase of 12% to 10%. 

HF 0147 (Dettmer, R, Forest Lake, 4124) 
Extends the maximum period over which a surviving spouse of a 
permanently disabled veteran or an active duty service member 
who dies from a service-connected cause may claim the applicable 
market value exclusion from five years until such time as the 
surviving spouse remarries, or sells, transfers, or otherwise 
disposes of the property. 
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HF 0156 (Lueck, R, Aitkin, 2365); and SF 0070 (Brown, R, 
Becker, 8075) 
Exempts property assessors hired before January 1, 2014 from the 
licensure requirements stipulated in current law. 

HF 0163 (Quam, R, Byron, 9236) 
Dedicates 5% of the annual local government aid appropriation to 
finance a program to make low- or no-interest loans to local 
governments outside the seven-county metro area to renovate 
water treatment facilities. 

Sales Tax (except local option taxes) 

HF 0053 (Davids, R, Preston, 9278) 
Expands the current exemption from the sales and use taxes for 
telecommunications or pay television services machinery and 
equipment to include wire, cable, fiber, poles and conduit for such. 

HF 0055 (Davids, R, Preston, 9278); and SF 0008 (Skoe, DFL, 
Clearbrook, 4196) 
Eliminates the accelerated June payment requirements that apply 
to the sales and use taxes, the cigarette and tobacco taxes, and the 
alcoholic beverage taxes.  

Currently, all retailers with an annual sales tax, tobacco and 
cigarette tax, or liquor tax liability of $250,000 or more must pay 
81.4% of their estimated June liabilities two business days before 
the end of June.  The payment thresholds were raised and the 
accelerated payments were reduced in last year’s tax bill. 

This “accelerated sales tax payment” was enacted to bring 
money from the future biennium into the current one – it is one 
method of bringing in extra money without raising new revenues.  
Its origins date back to the severe budget shortfall(s) of the 1981 
session(s).  Depending on your point of view, this is an 
“accounting shift” used in difficult budget times or a “gimmick”.  
This proposal would repeal this accelerated payment, which 
effectively asks retailers to make a short-term, no-interest loan to 
the state. 

HF 0069 (Davids, R, Preston, 9278) 
Authorizes retailers to retain 1% of the sales taxes they collect, 
with a minimum of $5, in compensation for the costs of collecting 
and administering the tax.  Stipulates that the provision does not 
apply to local sales and use taxes collected by the retailer or to use 
tax owed by the retailer on its own purchases. 

See our comments re: HF 136 below. 

HF 0089 (Davnie, DFL, Minneapolis, 0173); and SF 0103 
(Dibble, DFL, Minneapolis, 4191) 
Expands the sales tax exemption for instructional materials to 
include charts and models used in the course of study; art supplies 
for art classes; and equipment, tools, and supplies required during 
a course of study that is necessary to obtaining a degree or 
certification for a trade or career, even if they are generally used 
outside the classroom in the practice of a career or trade. 

HF 0132 (Rosenthal, DFL, Edina, 7803) 
Exempts the sale and purchase of bullion coin from the sales and 
use taxes. 

The bill notes that the purpose of the proposal is to eliminate 
the difference in tax treatment between sale of bullion coin and the 
sale of other investment instruments such as stocks or bonds. 

HF 0136 (Dettmer, R, Forest Lake, 4124) 
Increases from $500 to $1,000 the average monthly sales and use 
tax liability, on a quarterly basis, that is the threshold below which 
a business may remit the liability to the state on a monthly basis.  
Allows such businesses to file quarterly until their average 
quarterly returns for the preceding four quarters reflect sales and 
use tax liabilities of over $3,000; instead of the current provisions 
that terminate quarterly filing once the retailer’s quarterly returns 
exceed $1,500.  Authorizes retailers or sellers to retain 3% of the 
sales taxes they collect, with a minimum of the lesser of $10 or the 
amount of eligible taxes collected per reporting period to a 
maximum of $90 per reporting period, in compensation for the 
costs of collecting and administering the tax.  Requires the 
Department of Revenue to develop an address-based sales tax 
calculator and directs the Department to pay for the costs by 
subtracting them from the proceeds of the local sales taxes the 
Department collects and remits to the local units of government 
which have imposed them. 

Minnesota, unlike some other states, does not reimburse 
vendors for the administrative costs associated with collecting and 
remitting sales and use taxes to the state.  This proposal would 
make some provision for those costs, and businesses with up to 
$3,000 in sales and use tax liabilities could take advantage of the 
entire 3% allowance.  These provisions probably benefit smaller 
businesses – for which this responsibility is likely most 
burdensome. 

HF 0167 (Nornes, R, Fergus Falls, 4946) 
Exempts the sale and purchase of agricultural drain tiles from the 
sales and use taxes. 

HF 0215 (Howe, R, St. Cloud, 4373) 
Dedicates the estimated sales tax revenues raised from the sale of 
motor vehicle parts to the highway user tax distribution fund. 

According to the Federal Highway Administration, the use of 
“other dedicated taxes and fees” as a share of total receipts used 
for Minnesota highway finance increased from 0% in 1995 to 
14.5% in 2012. 

SF 0041 (Clausen, DFL, Apple Valley, 4120) 
Eliminates the June 30, 2015 sunset date for the sales tax 
exemption on school tickets and admissions, making the 
exemption permanent. 

Sales and Other Local Option Taxes 

HF 0176 (Simonson, DFL, Duluth, 4246); and SF 0114 
(Reinert, DFL, Duluth, 4188) 
Clarifies the authority that the city of Duluth has to spend 
revenues from its local sales taxes on food and beverages and local 
lodging taxes. 
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HF 0186 (Yarusso, DFL, Shoreview, 0141); and SF 0011 
(Scalze, DFL, Little Canada, 5537) 
Requires that at least 40% of the revenues raised from the 0.25% 
metropolitan area transportation sales tax must be spent for 
projects in Dakota, Ramsey, or Washington County. 

This local sales tax rate is in effect in the five metro-area 
counties – Anoka, Dakota, Hennepin, Ramsey, and Washington – 
that have joined the Metropolitan Transportation Area joint 
powers agreement.  Clearly three of the five counties think they 
are not being allocated a large enough share of the proceeds. 

SF 0048 (Bakk, DFL, Cook, 8881) 
Authorizes the city of Proctor to increase its local sales and use tax 
from 0.5% to 1.0%, pursuant to voter approval at the first general 
election following enactment of the proposal.  Allows the city to 
utilize the provisions in the 2008 and 2010 tax bills which 
authorized expansion of the allowable uses for the sales tax 
revenue to include various capital improvements and which 
removed the cap on the amount of sales tax revenues that could be 
used for capital projects and allowed for additional sales tax-based 
bonding authority. 

EDUCATION – FINANCE 
HF 0046 (Murphy, E., DFL, St. Paul, 8799); and SF 0006 
(Hoffman, DFL, Champlin, 4154) 
Provides funding for universal all-day preschool for four-year-old 
students. 

SF 0075 (Dahle, DFL, Northfield, 1279) 
Equalizes the capital project referendum levy using an equalizing 
factor of 125% of the state average adjusted net tax capacity per 
adjusted pupil unit in the year preceding the year the levy is 
certified. 

SF 0076 (Dahle, DFL, Northfield, 1279) 
Eliminates the alternative facilities, deferred maintenance, and 
health and safety revenue programs.  Creates a long-term facilities 
maintenance revenue program with revenue equal in FY 2017-FY 
2019 equal to the greater of: $300 in FY17, $400 in FY18, and 
$500 in FY19 times the number of adjusted pupil units times the 
lesser of one or the ratio of the district’s average building age to 
35, or the amount the district would have received under the 
alternative facilities, deferred maintenance, and health and safety 
revenue programs.  In FY 2020 and beyond an equalized long-
term facilities maintenance levy and aid program is created, using 
an equalizing factor of 125% of the state average adjusted net tax 
capacity per adjusted pupil unit in the year preceding the year the 
levy is certified.  Requires districts to have an approved ten-year 
facilities plan to qualify for this program.  Creates a long-term 
facilities maintenance revenue for charter schools equal to $59 per 
pupil in FY 2017, $108 per pupil in FY 2018, and $163 per pupil 
in FY 2019 and adjusts the amount annually thereafter for 
inflation using the CPI for urban consumers. 

LEGISLATURE 
HF 0103 (Norton, DFL, Rochester, 9249) 
Proposes to amend the Minnesota Constitution to require a two-
thirds vote of each legislative chamber, instead of a simple 
majority, in order to place a proposed constitutional amendment 
on the statewide ballot. 

Of the nine constitutional amendments approved by the 
legislative since 1996 for the statewide ballot, only three would 
have met this proposal’s more stringent requirements: the 1996 
amendment authorizing a bonus for Persian Gulf War veterans, 
the 1998 amendment to preserve Minnesota’s hunting and fishing 
heritage, and the 1998 amendment that extended the use of the 
State Lottery for the environmental trust fund. 

SF 0010 (Osmek, R, Mound, 1282) 
Reduces the size of the Minnesota Senate from 67 to 56 members 
and reduces the size of the Minnesota House from 134 to 112 
members, effective for the 2016 general election.  Prohibits 
senatorial districts from crossing congressional district boundaries. 

STATE AND LOCAL GOVERNMENT 
HF 0020 (Kahn, DFL, Minneapolis, 4257) 
Provides for continuing appropriations at the level of the most 
recent fiscal year in the event that one or more budget bills are not 
enacted before July 1 of an odd-numbered year.  Makes exceptions 
and adjustments for one-time appropriations; programs or 
activities that are scheduled to expire during the fiscal year; or in 
cases where Management and Budget determines technical 
adjustments are needed to accurately reflect the amount that 
constitutes the annual base level of the appropriation, so long as at 
least one of a list of conditions is met.  Requires MMB to adjust 
the appropriation for each forecasted program according to the 
estimates in the February economic forecast. 

This proposal has percolated since the state government 
shutdown of 2011.  Given the toxic atmosphere that shutdown 
produced, there’s little wonder that a legislator would not want to 
repeat the experience.  However, this probably isn’t the solution.  
Provisions like these simply relieve the pressure on policymakers 
to settle their differences – potentially lengthening budget battles 
into the fall or winter. 

HF 0027 and HF 0028 (Davids, R, Preston, 9278); and SF 0052 
(Skoe, DFL, Clearbrook, 4196)  
The bills change how state aid for the Destination Medical Center 
project in Rochester will be computed.  HF 0027 and SF 0052 are 
companion bills.  House Research’s bill summary is available at 
http://www.house.leg.state.mn.us/hrd/bs/89/hf0027.pdf. 

HF 0088 (Quam, R, Byron, 9236) 
Establishes a budget committee to consist of the commissioner of 
revenue or his/her designee, the commissioner of management and 
budget or his/her designee, and one member from each legislative 
caucus.  Transfers responsibility for forecasting state revenues and 
expenditures from the Department of Management and Budget to 
this budget committee.  Requires the budget committee to hold 
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public hearings with state agencies to review their budget requests.  
Directs the budget committee to make the information it requests 
and reviews available online for public review.  Directs the budget 
committee to prepare a budget forecast and itemized report that 
outlines the appropriations that appear to be necessary to carry on 
state government in the succeeding budget period. 

SF 0071 (Osmek, R, Mound, 1282) 
Requires gubernatorial nominees for the Metropolitan Council to 
receive resolutions of support from a majority of the local 
governments located wholly or partially in his or her district 
before the nominee may be submitted to the Minnesota Senate for 
confirmation proceedings.  Provides that a majority of local 
governments in a Met Council district may force the removal of 
the member representing that district by submitting resolutions to 
the Council asking for such.  Stipulates that no local government 
approval is necessary in the Met Council’s selection of its chair. 

Many believe that the Metropolitan Council, whose members 
are currently appointed by the governor, is not accountable 
enough to the populations it serves and should instead be an 
elected body.  This bi-partisan bill (co-authors include Senators 
Rest and Clausen) appears at first glance to be an attempt at a 
compromise between the two positions. 

SF 0146 (Schmit, DFL, Red Wing, 4264) 
Provides an alternative general system to issue state and local debt 
obligations.  Requires the State Auditor to levy a property tax 
against all taxable property in the state at the rate needed to 
finance the debt issued under this alternative system. 

We will provide a bill summary if one becomes available. 
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