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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). 
 Today’s release of the February economic forecast provides 
legislators with some good news – it nearly doubled the size of the 
state’s budget surplus for the upcoming FY 2016-17 biennium, 
from $1.0 to $1.9 billion.  This will provide more flexibility for 
lawmakers as they balance competing interests in additional 
general fund spending, tax relief, and new investments in 
transportation infrastructure.  Legislators in both houses will now 
begin their budget work in earnest as spending committees (and 
the taxes committees) are given their budget targets. 
 Every legislative session feels busy.  What’s seemed odd to us 
this year is that the pace has felt fast and slow all at the same 
time.  Upon reflection (and with a little digging), we realized that 
this is, in fact, true.  The pace has been fast because a relatively 
large number of bills have been introduced over the first eight 
weeks of the legislative session.  The pace has been slow because 
tax committee hearings have been relatively sparse – especially in 
the House where tax bills have been making stops in policy 
committees before making their way to the tax committee, a 
procedural setup we have not noticed in other sessions. 
 Of course, we will be careful what we wish for.  Bill 
introductions tend to drop off after the committee deadlines (the 
first deadline is three weeks from today).  But after a couple of 
late-night tax conference committee meetings, summarizing stacks 
of bill introductions starts to sound a lot more appealing than it 
does right now…. 

FROM THE COMMITTEE ROOMS 

Senate Tax Committee Hears Governor’s Tax Bill 
Senate Tax Committee members considered SF 826, which 

are Governor Dayton’s tax initiatives in bill form, at a February 
19th hearing.  Commissioner Cynthia Bauerly presented the bill to 
the committee, with various Revenue staff addressing legislators’ 
questions.  The major provisions not changed since last month’s 
House Tax Committee hearing on the issue, when we summarized 
them in Spotlight 15-02. 

The “economic substance” provisions in the bill bring this 
controversial issue before legislators once again.  This language 
has roots in a 2010 Minnesota Supreme Court decision that 
prohibited the Department from engaging in this practice, which 
would have given the Department broad discretion to disregard 
transactions that it deems make no meaningful change in a 
taxpayer’s economic position.  The provisions are troubling in no 
small part because of a one-two punch: the size of the penalties 
that it would impose on companies that have disallowed 
transactions and the extremely high burden of proof a taxpayer 
would need to make to challenge the Department’s position.  It 
some ways the economic substance debate is highly reminiscent of 
the debate over residency testing – significant subjectivity plus 
high burdens of proof equals a tax planning and enforcement 
landscape of troubling uncertainty and ambiguity. 

A topic around which much of the committee’s questions 
centered was the overhaul of the state’s railroad property tax 
regime.  Industry representatives questioned whether the proposals 
would violate the federal Railroad Revitalization and Regulatory 
Reform Act of 1976’s (4-R Act), which prohibits states from 
“assessing rail transportation property at a value that has a higher 
ratio to the true market value of the rail transportation property 
than the ratio that the assessed value of other commercial and 
industrial property in the same assessment jurisdiction has to the 
true market value of the other commercial and industrial 
property.”  (49 USC §11501) 

Similar objections were raised during the January House Tax 
Committee hearing on these proposals.  Other concerns include 
codifying railroad assessment practices in statute instead of 
providing for them through administrative rules.  Looking 
forward, the Senate Tax Committee has scheduled a March 5th 
hearing on the railroad property tax provisions. 

House Property Tax & Local Government Finance 
Division Considers State General Property Tax; 
MCFE Provides Testimony on Issue 
 Members of the House Property Tax and Local Government 
Finance Division devoted their February 18th meeting to the 
general levy the state imposes on business and cabin properties.  
The committee considered four different proposals: 
 HF 482, sponsored by Rep. Anna Wills (R-Apple Valley), 

which would eliminate the automatic inflator and freeze the 
levy amount 

 HF 664, sponsored by Rep. Ron Erhardt (DFL-Edina), which 
was amended in committee to eliminate the automatic inflator 
and freeze the levy amount while also phasing in a shift in 
burden so that by payable 2020 the tax would entirely fall on 
business properties and exempt cabins 

 HF 968, sponsored by Rep. Jerry Hertaus (R-Greenfield), 
which would eliminate the tax on the first tier of commercial-
industrial property value and reduce the levy so that burden 
does not get shifted onto the upper tier 

 HF 984, sponsored by Rep. Steve Drazkowski (R-Mazeppa), 
which would repeal the student achievement levy and phase 
out the general levy over six years. 

House Research staff provided an overview of the history of the 
general levy, which was instituted as part of the 2001 property tax 
reforms.  Staff noted that some policymakers at the time saw the 
statewide property tax as a way to allow lawmakers in the future 
to provide business property tax relief without shifting burden 
onto other types of property, since the state would directly absorb 
the cost of any reduction in the levy.  Staff also noted that, as 
enacted in 2001, growth in the levy was to be dedicated to 
education funding – but by 2003 budget issues had dictated the 
elimination of that provision. 

Although division members heard from a diverse group of 
stakeholders and bill authors, three concerns permeated their 
remarks.  Competitiveness issues were mentioned most often, 
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especially by business owners from outside the seven-county 
metro who testified that the burden – which often adds 25% to 
30% on top of the local property tax bill – is especially difficult in 
rural Minnesota, where some areas face economic hardships for a 
variety of reasons.  Other testifiers noted that the tax is not set at 
the local level or subject to a “Truth-in-Taxation” hearing, 
creating transparency and accountability issues.  Finally, the 
levy’s impact on cabin owners was of concern to some others. 

MCFE Executive Director Mark Haveman also testified on the 
issue.  Noting that only about 11 states employ a state levy on C/I 
property, he highlighted the competitiveness implications of 
eliminating the tax based on MCFE’s 50 state property tax 
comparison study.  He noted that eliminating the state general tax 
would reduce C/I property tax burdens around 25% and turn a 
significant state disadvantage compared to most other Upper 
Midwest states into a frequent comparative advantage.  He 
concluded by saying that from a tax policy perspective the 
recommendation of the 2012 bipartisan Property Tax Working 
Group calling for the elimination of the state general tax has 
considerable merit in order to ensure the property tax can remain a 
healthy foundation for local government finance. 

Where this issue goes from here is anyone’s guess.  Rep. Ann 
Lenczewski may have summed up what many were thinking when 
we noted that reducing or eliminating the levy may be good 
policy, but the question is how will the state pay for it?  With 
appropriations committees waiting eagerly to spend some of the 
budget surplus, the most likely outcome for this legislative session 
will be a freeze in the overall levy and perhaps some move the 
reduce the burden on cabin properties. 

Pension Commission Members Appointed  
The House and Senate have appointed members to the joint 
Legislative Commission on Pensions and Retirement for the 89th 
Legislature (2015-16).  Note that the Senate’s membership 
remains the same as it was in 2013-14.  At the Commission’s first 
meeting on February 24th members elected Rep. Tim O’Driscoll as 
Chair, Sen. Sandy Pappas as Vice Chair, and Sen. Julie Rosen as 
Secretary.  Each chamber’s delegation includes 5 majority and 2 
minority members.  For your convenience, we list the LCPR 
members below for readers (in alphabetical order by chamber). 

Title/Name        Party   Phone 

Rep. Tony Albright         R  296-5185 
Rep. Sarah Anderson         R  296-5511 
Rep. Sondra Erickson         R  296-6746 
Rep. Ron Kresha          R  296-4247 
Rep. Mary Murphy       DFL 296-2676 
Rep. Tim O’Driscoll         R  296-7808 
Rep. Paul Thissen       DFL 296-5375 
 

Sen. Barb Goodwin       DFL 296-4334 
Sen. Jeff Hayden        DFL 297-4261 
Sen. Alice Johnson       DFL 296-2556 
Sen. Sandy Pappas       DFL 296-1802 
Sen. Julie Rosen          R  296-5713 

Sen. Tom Saxhaug       DFL 296-4136 
Sen. Dave Thompson         R  296-5252 

BILL SUMMARIES 
 The following are links to additional information from House 
Research; Senate Counsel, Research, and Fiscal Analysis; and the 
Department of Revenue on bills summarized in prior editions of 
the Legislative Spotlight that may be of interest to members. 

 HF 0848/SF 0826: Governor Dayton’s tax initiatives 
(note – both links offer the same bill summary but one revenue 
analysis is for state taxes only while the other is just for property 
taxes and local aids) 

http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
015_2016/sf0826(hf0848)_1.pdf 

http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
015_2016/sf0826(hf0848)_pt_1.pdf 

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 2015, payable in 2016 
 Sales tax: Sales and purchases made after June 30, 2015 

Combinations of Taxes (Corporate and Individual Income) 

HF 0893 (Moran, DFL, St. Paul, 5158); SF 0827 
(Chamberlain, R, Lino Lakes, 1253); and SF 1203 (Hayden, 
DFL, Minneapolis, 4261) 
Creates a checkoff on the individual income tax and corporate 
franchise tax forms to allow taxpayers to contribute to a children’s 
trust fund for the prevention of child abuse.  Dedicates all such 
proceeds received to the Department of Human Services for fund 
service for the prevention of child abuse.  HF 0893 and SF 1203 
are companion bills but all three are identical. 

MCFE has historically argued for a clean tax return that is 
restricted to administering the income and corporate tax (and 
property tax refund) systems as efficiently as possible.  Checkoffs 
on these returns, however worthy the cause, unnecessarily 
complicate tax administration. 
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HF 1081 (Gruenhagen, R, Glencoe, 4229) 
Creates a credit against the individual income and corporate 
franchise taxes equal to 75% of contributions to a fund designed to 
assist students of limited financial means in purchasing school 
breakfasts and lunches; so long as the fund is operated by a parent-
teacher organization, a public or nonpublic school that is eligible 
to participate in the national school lunch program but does not, or 
a 501(c)3 organization specifically established for such a purpose.  
Caps a taxpayer’s maximum annual credit at $1,000.  Provides a 
ten-year carry-forward of unused credit.  Requires claimants to 
add any contributions used to calculate the credit to their 
Minnesota taxable income, if deducted when calculating federal 
taxable income. 

SF 0933 (Koenen, DFL, Clara City, 5094) 
Allows agricultural asset owners to claim an individual income or 
corporate franchise tax credit equal to: 5% of the sales price of an 
agricultural asset; 10% of gross rental income during the first, 
second, and third years of a rental agreement; or 15% of the cash 
equivalent of the gross rental income during the first, second, and 
third year of a share-rent agreement, if the sale or rental is made to 
a beginning farmer or livestock producer.  Provides a 15-year 
carry-forward for unused credit.  Allows beginning farmers and 
livestock producers to claim an individual income or corporate 
franchise tax credit equal to the total cost, up to $500, of 
participating in an approved financial management program for 
the first three years of participation in the program.  Companion to 
HF 0812 (Bly, DFL-Northfield) in Spotlight 15-03, where there is 
more information. 

Combinations of Taxes (Property and Sales) 

HF 1097 (Metsa, DFL, Virginia, 0170) 
Exempts improvements to real and personal property of a qualified 
agricultural processing facility from the property tax.  Exempts a 
farm’s purchases of tangible personal property or taxable services 
if primarily used or consumed in operating a qualified agricultural 
processing facility.  Exempts purchases of construction materials 
or other equipment incorporated into improvements to real 
property from the sales tax if they are to be used in the conduct of 
a qualified agricultural processing facility.  Defines “qualified 
agricultural processing facility” as a facility outside the seven-
county metro area that provides value-added on-farm agricultural 
processing and which meet certain criteria regarding the share of 
commodities processed that are produced on the farm, 
employment growth, and investment.  Limits each of the 
exemptions to a 12-year period, which starts once Revenue 
certifies the facility as being a qualified agricultural investment 
facility.  Also includes provisions relating to a value-added on-
farm processing facility loan program. 

Estate Taxes 

HF 0924 (Erhardt, DFL, Edina, 4363); and SF 1055 (Skoe, 
DFL, Clearbrook, 4196) 
Provides that, upon the death of a decedent, any unused estate tax 
exclusion transfers to a surviving spouse. 

This proposal deals with the “portability” of the estate tax 
exclusion. 

HF 0949 (Atkins, DFL, Inver Grove Heights, 4192) 
Increases the estate tax exclusion amount from the current 
schedule ($1.4 million for estates of decedents dying in 2015 to 
$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.  Companion to SF 0361 (Metzen, DFL-
South St. Paul) in Spotlight 15-02. 

HF 0958 (Erhardt, DFL, Edina, 4363) 
Increases the estate tax exclusion as follows   

Year of 
Death 

Estate Tax Exclusion Amount 
Current Proposed 

2015 $1.4 million $2.0 million 
2016 $1.6 million $3.0 million 
2017 $1.8 million $4.0 million 
2018 $2.0 million $5.0 million 

2019 and 
thereafter 

$2.0 million 
The federal exclusion amount 

($5.43 million for 2015) 
Provides for portability of a decedent’s unused estate tax exclusion 
to a surviving spouse, effective for decedents dying in 2018 and 
thereafter.  Eliminates the current estate tax brackets and imposes 
new ones for estates of decedents dying in 2015-2018 as follows: 

Amount of Minnesota Taxable Estate, 
Decedents Dying in 2015 

Marginal 
(Bracket)Rate 

Between $2.0 million and $2.6 million 10% 
Between $2.6 million and $7.1 million 13% 
Between $7.1 million and $8.1 million 13.6% 
Between $8.1 million and $9.1 million 14.4% 
Between $9.1 million and $10.1 million 15.2% 
Over $10.1 million 16% 

 

Amount of Minnesota Taxable Estate, 
Decedents Dying in 2016 

Marginal 
(Bracket)Rate 

Between $3.0 million and $8.1 million 14% 
Between $8.1 million and $9.1 million 14.4% 
Between $9.1 million and $10.1 million 15.2% 
Over $10.1 million 16% 

 

Amount of Minnesota Taxable Estate, 
Decedents Dying in 2017 

Marginal 
(Bracket)Rate 

Between $4.0 million and $9.1 million 15% 
Between $9.1 million and $10.1 million 15.2% 
Over $10.1 million 16% 

 

Amount of Minnesota Taxable Estate, 
Decedents Dying in 2018 

Marginal 
(Bracket)Rate 

Over $5.0 million 16% 
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Imposes a flat tax of 16% of the entire Minnesota taxable estate 
for estates of decedents dying in 2019 and thereafter. 

HF 1039 (Selcer, DFL, Minnetonka, 3964); and SF 0837 (Rest, 
DFL, New Hope, 2889) 
Provides that taxable gifts made by a decedent within three years 
of his or her death are exempt from the estate tax for decedents 
dying between January 1, 2014 and June 30, 2016. 

SF 0881 (Rest, DFL, New Hope, 2889) 
Provides that when qualified terminable interest property (QTIP) 
is included in a decedent’s gross estate, the difference between the 
total estate tax payable by the decedent’s estate and the amount of 
such tax that would have been payable if the QTIP property had 
not been included in the decedent’s gross estate be apportioned 
ratably among the holders of interests in the QTIP property. 

Excise Taxes 

SF 0983 (Rest, DFL, New Hope, 2889) 
Converts the tax rate on compressed natural gas from $0.25 per 
gasoline equivalent to $0.25 per diesel fuel equivalent.  
Companion to HF 0182 (Garofalo, R-Farmington) in Spotlight 15-
01. 

Gambling Taxes 

HF 0905 (Kahn, DFL, Minneapolis, 4257) 
Directs the State Lottery to operate slot machines at the 
Minneapolis-Saint Paul International Airport.  Dedicates net 
facility proceeds to parks and trails of statewide or regional 
significance. 

HF 1176 (Hoppe, R, Chaska, 5066) 
Allows organizations subject to the lawful gambling taxes to 
subtract compensation paid when computing either net receipts or 
gross receipts subject to tax.  Removes electronic bingo from the 
combined net receipts tax and subjects it instead to the bingo, 
raffle, and paddlewheel tax.  Modifies the combined net receipts 
tax schedule as follows: 

Current 
Brackets 

Proposed 
Brackets 

Tax 
Rate 

First $87,500 First $100,000 9% 
$87,501 - $122,500 $100,001 - $200,000 18% 
$122,501 - $157,500 $200,001 - $300,000 27% 

Over $157,500 Over $300,000 36% 
Applies the same bracket modification to the reduced rate 
schedule that takes effect July 1, 2016 if total revenues from the 
tax for FY 2016 are estimated to equal at least $72.0 million.  
Exempts the first $50,000 of an organization’s gross receipts from 
the tax.  Prohibits the state from requiring organizations to report 
the gross receipts and prizes from an electronic pull-tab game until 
the organization closes the game.  Removes the requirement that 
organization licensed for nonprofit gaming with gross receipts 
from lawful gambling that exceed $750,000 in any year must have 
an annual financial audit. 

HF 1185 (Atkins, DFL, Inver Grove Heights, 4192); and SF 
0963 (Metzen, DFL, South St. Paul, 4370) 
Reduces the tax rate on bingo (except for electronic linked bingo), 
raffle, and paddlewheel gross receipts from 8.5% to 4.25%.  
Reduces the graduated tax rate schedule on combined net receipts 
from pull-tabs, tipboards, and electronic bingo as follows: 

Net Receipts Current Proposed 
Up to $87,500 9.0% 4.5% 

$87,501 – $122,500 18.0% 9.0% 
$122,501 – $157,500 27.0% 13.5% 

Over $157,000 36.0% 18.0% 

Directs that the reduction in rates provided for in current law if 
combined net receipts taxes reach $94.8 million in FY 2016 be 
themselves reduced by one-half. 

In other words, this would halve the lawful gambling tax rates. 

Individual Income Taxes 

HF 0881 (Rosenthal, DFL, Edina, 7803) 
Creates a credit against the individual income tax equal to the 
amount paid to a child care facility as follows: 

Facility Quality 
Rating 

Percent of Amounts Paid 
Eligible for Credit 

Four stars 150% 
Three stars 100% 
Two stars 50% 

Limits the maximum annual credit to $1,050 for payments made 
on behalf of one child and $2,100 for payments made on behalf of 
two or more children.  Creates a credit against the individual 
income and corporate franchise taxes equal to a share of certain 
payments to a child care facility as follows: 

Facility Quality 
Rating 

Percent of Amounts Paid 
Eligible for Credit 

Four stars 15% 
Three stars 10% 
Two stars 5% 

Prohibits filers from claiming the credit against more than: 
$50,000 in payments for construction, renovation, expansion, or 
major repair expenses, equipment purchases, or for maintenance 
and operational costs; $50,000 for the purchase of child care slots 
actually provided or reserved to children of the taxpayer’s 
employees; and $5,000 per child for payments made on behalf of 
the taxpayer’s employees.  Makes the credit refundable for filers 
whose income, as calculated for the dependent care credit, is 
$25,750 or less and adjusts the amount annually for inflation 
(CPI).  Companion to SF 0244 (Franzen, DFL-Edina) in Spotlight 
15-02, where there is more information and a comment. 

HF 0921 (Schomacker, R, Luverne, 5505) 
Creates a Minnesota long-term care savings plan to be 
administered by the state that provides participants with individual 
accounts to which they may contribute.  Stipulates that 
“authorized withdrawals” from such an account are for: payment 
of long-term care expenses, payment of long-term care insurance 
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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, to a maximum of 
$2,000 per year for married-joint filers and $1,000 otherwise, so 
long as the amounts are included in FAGI.  Exempts investment 
earnings realized through the plan from the individual income tax.  
Requires filers to include any unauthorized withdrawals from the 
account when computing Minnesota taxable income. 

HF 1001 (Dean, R, Dellwood, 3018) 
Revises the definition of “resident” for tax domicile purposes so 
that any days an individual is in Minnesota for the primary 
purpose of receiving medical care for him/herself, a spouse, child, 
or parent are not treated as a day spent in Minnesota. 

HF 1005 (Davids, R, Preston, 9278); and SF 1211 (Miller, R, 
Winona, 5649) 
Directs Revenue to enter into an income tax reciprocity agreement 
with Wisconsin so long as that state agrees that any reciprocity-
based compensation paid from one state to another equal the net 
revenue loss per year.  Defines “net revenue loss” as the amount of 
Minnesota taxes Minnesota forgoes by not taxing Wisconsin 
residents on income subject to reciprocity less that cost of 
providing refundable credits in excess of liability to Wisconsin 
residents and the amount of Wisconsin income taxes Wisconsin 
forgoes by not taxing Minnesota residents on income subject to 
reciprocity”. 

This proposal’s co-authors include DFL legislators whose 
districts border Wisconsin.  Clearly, this is an issue of concern for 
border-area residents regardless of their political stripe. 

The Minnesota-Wisconsin tax reciprocity agreement fell apart 
in 2009.  It’s a lot like the problem often faced by college 
roommates.  One person will set up certain services, such as 
utilities, in his or her name and collect from the other occupants to 
pay the bill.  In good times, it’s easy to collect; but when cash runs 
short it’s tempting to stiff the person who is ultimately responsible 
for payment.  In this case, Wisconsin was the delinquent party – to 
the tune of nearly $60 million.  In good times, this might not have 
been a deal-breaker (and in good times, Wisconsin might not be 
delinquent to begin with).  In tough times, though, $60 million 
became enough to end the agreement – creating a lot of extra 
paperwork and hassle (and likely higher income tax preparation 
costs) for affected taxpayers. 

Since then, the two sides have squabbled over how to set up 
the new agreement – with Wisconsin consistently stating the 
Minnesota is asking for too much compensation.  Legislators have 
inserted themselves into the negotiations over the last few years by 
setting certain requirements for the agreement in statute.  This 
represents another attempt at a compromise. 

HF 1028 (Anderson, M., R, Lake Shore, 4293) 
Phases-in a complete subtraction from Minnesota taxable income 
for military retirement pay over a five-year period, beginning with 
tax year 2016 and providing a complete exemption for tax year 
2020 and thereafter.  Companion to SF 0422 (Ruud, R-Breezy 
Point) in Spotlight 15-02. 

HF 1059 (Franson, R, Alexandria, 3201); HF 1064 (Loon, R, 
Eden Prairie, 7449); and SF 1200 (Hayden, DFL, Minneapolis, 
4261) 
Eliminates the cap on the dependent care credit of $720 for one 
child and of $1,440 for two or more children for taxpayers with 
FAGI of $70,000 of less so that the credit is set equal to the 
amount of the federal credit in all instances.  Resets the cap for 
taxpayers with FAGI of over $70,000 so that the credit is equal to 
$600 minus 5% of FAGI above $70,000 for filers with one 
dependent and to $1,200 minus 5% of FAGI above $70,000 for 
filers with two or more dependents.  HF 1059 and SF 1200, which 
are companion bills, also contain provisions that deal with the 
state’s child care assistance programs. 

HF 1119 (Hertaus, R, Greenfield, 9188) 
Provides that an individual is not domiciled in Minnesota for 
income tax purposes if he or she files and affidavit with Revenue 
before the close of the taxable year stating that he or she is 
domiciled in another state or country.  Stipulates that a timely filed 
affidavit is conclusive as to the domicile of the individual and 
binding on Revenue and any court considering the matter.  
Modifies the definition of a day spent in the state for domicile 
purposes so that it applies only to a day in which an individual 
spends substantially all of his or her time, including an overnight 
stay, in Minnesota.  Specifies that presence in Minnesota for the 
primary purpose of receiving medical care for him/herself, a 
spouse, child, or parent does not qualify as a “day spent in 
Minnesota” for income tax domicile purposes. 

As was discussed in our most recent issue of Fiscal Focus, 
this issue is only going gain steam with time and we expect to see 
other bills attempting to interject greater degrees of clarity and 
certainty into a very subjective, confusing and frustrating topic. 

SF 0855 (Fischbach, R, Paynesville, 2084) 
Increases the long-term care credit amount from 25% to 50% of 
the policy premiums.  Increases the maximum annual credit from 
$200 to $400 for married-joint filers and from $100 to $200 for all 
other filers.  Companion to HF 0407 (O'Driscoll, R-Sartell) in 
Spotlight 15-02. 

SF 0870 (Eken, DFL, Twin Valley, 3205) 
Creates a refundable individual income tax credit for the amounts 
paid for qualified modifications or improvements to a home to 
accommodate its use by a disabled person.  Sets the credit equal to 
the lesser of $9,000 or the amount paid for such changes to the 
home times the applicable percentage 
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Amount of Income Used to Calculate 
Minnesota Dependent Care Credit,  

Applicable 
Percentage 

< 200% of Federal Poverty Guidelines 
(FPG) for Relevant Family Size, up to 4 

100% 

200% < 250% of FPG for Relevant 
Family Size, up to 4 

90% 

250% < 300% of FPG for Relevant 
Family Size, up to 4 

80% 

300% < 350% of FPG for Relevant 
Family Size, up to 4 

70% 

350% < 400% of FPG for Relevant 
Family Size, up to 4 

60% 

400% < 450% of FPG for Relevant 
Family Size, up to 4 

70% 

Directs that taxpayers with incomes greater than 450% of the 
applicable federal poverty guideline have their maximum credit 
reduced by 25% of the taxpayer’s income in excess of the 450% 
threshold.  Companion to HF 0780 (Hamilton, R-Mountain Lake) 
in Spotlight 15-03, where there is more information. 

SF 0890 (Marty, DFL, Roseville, 5645) 
Eliminates the current formulas for calculating the Working 
Family Credit and instead sets the credit equal to 120% of the 
federal Earned Income Tax Credit.  Increases the state minimum 
wage as follows: 

Date Current Proposed 
Current $8.00 $8.00 

Aug. 1, 2015 $9.00 $9.00 
Aug. 1, 2016 $9.50 $9.50 

Aug. 1, 2017 
$9.50 plus 
inflation 

$10.25 

Aug. 1, 2018 
$9.50 plus 
inflation 

$11.00 

Aug. 1, 2019 
$9.50 plus 
inflation 

$11.75 

Aug 1, 2020 
$9.50 plus 
inflation 

$12.50 

Jan. 1, 2021 
$9.50 plus 
inflation 

$12.50 plus 
inflation 

Includes other provisions relating to low-income child care 
assistance and reestablishment of the Minnesota emergency 
employment development program. 

Many economists have argued that one of the best anti-
poverty tools at government’s disposal are the earned income 
credits – the Earned Income Tax Credit at the federal level and 
Minnesota’s Working Family Credit.  One substantial advantage, 
as we see it, is that providing direct relief to low-income 
household allows them to use the money most efficiently to 
address their individual circumstances, instead of letting the relief 
flow through government programs where some of the cash must 
instead pay for administrative costs. 

According to House Research, Minnesotans claimed $718 
million in federal EITC in tax year 2012 and $196 million in WFC 

– or 27.3% of the federal total.  Based on those numbers, this 
proposal would seem to more than quadruple overall WFC 
payments –costing the state about $670 million for tax year 2012 
(assuming that all the federal filers also filed a state return, which 
is not the case). 

SF 1030 (Anderson, R, Buffalo, 5981) 
Changes the 183-day rule governing Minnesota residency to a 
200-day rule. 

SF 1079 (Eken, DFL, Twin Valley, 3205) 
Proposes to amend the Minnesota Constitution to impose a tax on 
income above the threshold at which Social Security tax is not 
imposed (currently $106,800 per year), at a rate equal to the Social 
Security tax rate.  Dedicates the revenues to fund long-term care 
services.  Effective tax years 2018 through 2037.  Requires the 
Departments of Revenue and Human Services to draft legislation 
to implement the long-term care tax and appropriate its proceeds if 
the constitutional amendment is adopted by voters. 

Without a doubt, this would be the greatest test yet of the 
conventional wisdom that there is simply no tax burden Minnesota 
could ever impose that would be large enough to harm our 
economy or our irresistibility as a place to live.  It would 
effectively convert Minnesota’s fourth-tier 9.85% income tax rate 
to a 16.05% rate on earned income – easily outpacing the 13.25% 
marginal income tax rate that applies only to multimillionaires in 
California..  Equally audacious is putting it to a popular vote, 
locking this idea up, and throwing away the key for 20 years by 
making it a constitutional amendment. 

SF 1097 (Dahms, R, Redwood Falls, 8138) 
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.  Companion to HF 0420 
(O'Neill, R-Buffalo) in Spotlight 15-02, where there is a comment. 

SF 1107 (Clausen, DFL, Apple Valley, 4120) 
Creates a refundable credit against the individual income tax 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.  Companion to HF 0290 (Kiel, 
R-Crookston) in Spotlight 15-02. 

SF 1109 (Pratt, R, Prior Lake, 4123) 
Creates a $2,500 refundable credit against the individual income 
tax for currently-licensed K-12 teachers who complete a master’s 
degree program at an accredited university in a content area 
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directly related to his or her licensure field.  Prohibits filers who 
began such a program before July 1, 2015 from claiming the 
credit.  Prohibits filers from claiming the credit more than once 
unless he or she completes additional qualifying master’s degree 
programs.  Effective tax year 2017.  Companion to HF 0245 
(Urdahl, R-Grove City) in Spotlight 15-02, where there is a 
comment. 

Lodging Taxes 

HF 0990 (Lenczewski, DFL, Bloomington, 4218); and SF 1066 
(Wiklund, DFL, Bloomington, 7-8061) 
Clarifies that the definitions of the bases for the local lodging 
taxes are the same ones used by the Department of Revenue. 

Motor Vehicle Sales Tax 

HF 0915 (Barrett, R, Lindstrom, 5377) 
Increases from $3,000 to $4,000 the threshold under which a flat 
tax of $10 is imposed on the transfer of a car with at least ten years 
of vehicle life in lieu of the 6.5% motor vehicle sales tax.  
Companion to SF 0817 (Weber, R-Luverne) in Spotlight 15-03. 

SF 1029 (Pratt, R, Prior Lake, 4123) 
Eliminates the dedication of the first $32 million in motor vehicle 
lease sales tax revenue to the general fund and instead dedicates 
one-half of that amount to the county state-aid highway fund and 
the other half to the greater Minnesota transit account (matching 
the way all other such revenues are dedicated).  Companion to HF 
0710 (Koznick, R-Lakeville) in Spotlight 15-03. 

SF 1040 (Pratt, R, Prior Lake, 4123) 
Establishes a process for designating a person to whom the title of 
a watercraft or motor vehicle would transfer upon death of the 
owner or owners.  Exempts such transfers from the motor vehicle 
sales tax. 

SF 1102 (Rest, DFL, New Hope, 2889) 
Provides that Hennepin and Ramsey Counties be eligible to 
receive motor vehicle lease sales tax revenues allocated to the 
county state-aid highway fund for use in the metro area.  
Eliminates the dedication of the first $32 million in motor vehicle 
lease sales tax revenue to the general fund and instead dedicates 
one-half of that amount to the county state-aid highway fund for 
use in the metro area and the other half to the greater Minnesota 
transit account (matching the way all other such revenues are 
dedicated). 

Property Tax (except Aids and Credits & TIF) 

HF 0923 (Bly, DFL, Northfield, 0171) 
Exempts value added to a farm structure constructed before 1937 
as a result of improvements made to it for purposes of preserving 
its integrity as a barn from the property tax.  Expands the current 
historic structure rehabilitation credit to include rehabilitations of 
barns located in Minnesota and built prior to 1937 and authorizes 
filers to claim either the regular credit or a credit equal to 25% of 
qualified rehabilitation costs, if total rehabilitation costs equal the 
lesser of $25,000 or 25% of the fair market value of the barn.  

Companion to SF 0768 (Dahle, DFL-Northfield) in Spotlight 15-
03, where there is a comment. 

HF 0968 (Hertaus, R, Greenfield, 9188) 
Reduces the state general levy on commercial-industrial properties 
from $813.3 million in payable 2015 to $747.0 million in payable 
2016.  Increases the state general levy on cabins from $43.2 
million in payable 2015 to $43.5 million in payable 2016.  
Eliminates the 95%/5% split in the levy between C/I and cabin 
properties.  Exempts the first tier of commercial-industrial 
property from the state general property tax. 

The statewide property tax was part of the 2001 property tax 
reform package.  It partially replaced the general education levy 
that had been considered a local property tax, but was in effect a 
state mandate.  Past proposals to exempt the first tier left the total 
statewide general levy unchanged, which would simply have 
resulted in tax burden shifting that would have affected properties 
differently depending on the proportion of value each had in the 
first tier.  This proposal, however, pairs the exemption with a 
reduction in the levy in such a way that all properties valued at 
over $150,000 would receive a tax cut of $1,144.  In this respect, 
the proposal is superior to those offered in the past. 

HF 0984 (Drazkowski, R, Mazeppa, 2273) 
Phases out the state general levy over a six-year period so that the 
tax is eliminated beginning with taxes payable 2021.  Repeals the 
student achievement levy. 

HF 0988 (Swedzinski, R, Ghent, 5374); and SF 1145 (Dahms, 
R, Redwood Falls, 8138) 
Provides a personal property exemption for an electric generation 
facility. 

The Minnesota Constitution prohibits “special laws” (which 
refer to individual persons, things, or locales in a given class) 
when exempting property.  To get around this, legislators pass 
general laws that are written so specifically that really only apply 
to one person or thing, even though any person or thing meeting 
the criteria could in theory take advantage of the law.  The down 
side (which applies in this case) is that it can be very hard to 
identify the targets of these specifically-written general laws 
without guidance from the author(s) or drafter(s) – although of 
course one can be reasonably certain the facility is located 
somewhere in the sponsors’ districts. 

HF 1037 (Anzelc, DFL, Balsam Twp, 4936); and SF 1011 
(Saxhaug, DFL, Grand Rapids, 4136) 
Prohibits the Iron Range fiscal disparities program areawide tax 
rate from deviating by more than three percentage points from the 
previous year’s rate.  Requires the administrative auditor of the 
program to determine the percentage increase or reduction to each 
jurisdiction’s distribution levy needed to make the rate fall within 
this range, if necessary. 

HF 1116 (Zerwas, R, Elk River, 4237); and SF 1143 (Pederson, 
R, St. Cloud, 6455) 
Allows counties to prohibit the county auditor from transferring or 
dividing land or its net tax capacity in the official records until the 
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appropriate county planning official certifies that either the 
county’s subdivision regulations do not apply, the subdivision has 
been approved by the county board, or the county board has 
waived by resolution the restrictions on division of taxes and filing 
and record for hardship reasons. 

HF 1212 (Quam, R, Byron, 9236) 
Exempts real estate that is unplatted, rural in nature, not used for 
agricultural purposes, and not improved with a structure from the 
property tax so long as the land is not used for growing trees for 
timber, lumber, and wood and wood products.  Limits agricultural 
land values for property tax purposes as follows: 

Ownership/ 
Classification 

Value Limit 

Any owner/ 
Ag Homestead 

80 times the rental rate 
for land of its type & 

location 

MN Resident/ 
Ag Non-Homestead 

40 times the rental rate 
for land of its type & 

location 

Non-MN Resident/ 
Ag Non-Homestead 

80 times the rental rate 
for land of its type & 

location 
Provides that “rental rate” refers to the median rent published by 
the University of Minnesota extension service.  Directs that when 
agricultural land no longer qualifies for treatment as agricultural 
land, additional taxes be assessed against the property equal to 
three years worth of the difference between the taxes that were 
actually imposed and the taxes that would have been imposed had 
the property been classifies as class 3a (commercial-industrial).  
Excludes the first $150,000 of homestead market value owned by 
a person aged 65 or older from property taxation.  Specifies that 
for agricultural homesteads, this senior homestead exclusion may 
only apply to the house, garage, and immediately surrounding one 
acre of land. 

Policymakers’ determination to create preferences for certain 
owners or types of property has led to Minnesota’s undisputed 
national leadership in property tax complexity.  This proposal 
builds on that time-honored tradition and contains the some of the 
Greatest Hits of bad property tax policy – assessment limitations, 
attempts to disincentivize property uses through the tax system, 
indiscriminate untargeted relief (while likely exacerbating real 
ability-to-pay problems in the process) – all while adding 
considerable administrative burden to an already ridiculously 
beleaguered system.. 

Given the considerable aggregate value of the properties that 
would be exempted, the losers (non-farm businesses and non-
senior homeowners) could be in for one heck of tax hike.  Aside 
from the fairness and equity questions, it’s really hard to see how 
the economic interests of Greater Minnesota can be served by 
placing a bullseye on the small businesses and the young income-
earning families remaining in small towns and rural areas. 

HF 1230 (Marquart, DFL, Dilworth, 6829); and SF 1058 
(Eken, DFL, Twin Valley, 3205) 
Eliminates the conditions under which land enrolled in the federal 
Conservation Reserve Program must meet to qualify for class 2a 
(agricultural land) treatment and instead provides that all CRP-
enrolled land be designated class 2a property. 

HF 1275 (Lucero, R, Dayton, 1534); and SF 0980 (Kiffmeyer, 
R, Big Lake, 5655) 
Eliminates the requirement that the Department of Revenue 
determine tillable acreage base values for each county 
participating in the Green Acres program, and that those base 
values be used by county assessors in assigning values to Green 
Acres properties. 

The proposal effectively cuts DOR out of setting values for 
properties in the Green Acres program, giving full authority for 
determining value back to local assessors. 

SF 0828 (Rest, DFL, New Hope, 2889) 
Sets the interest rate on the unpaid balance of the purchase price of 
tax-forfeited lands equal to the rate on confession of judgment 
contracts on delinquent class 1a or 1b homestead property.  
Companion to HF 0625 (Runbeck, R-Circle Pines) in Spotlight 
15-03, where there is more information. 

SF 0861 (Pederson, R, St. Cloud, 6455) 
Reduces the classification rate for 4c(3) property (non-profit 
community service-oriented property) from 1.5% to 1.0% for 
property owned or operated by a congressionally chartered 
veterans organization.  Companion to HF 0705 (Howe, R-St. 
Cloud) in Spotlight 15-03. 

SF 0930 (Saxhaug, DFL, Grand Rapids, 4136) 
Reduces the class rate on manufactured home parks from 1.25% to 
1.0% if a park owner, or on-site attendant as an employee of the 
park, satisfies 12 hours of qualifying education courses every three 
years.  Stipulates that those courses must be continuing education 
courses approved by DOLI or the Department of Commerce for 
continuing education in real estate or residential contractors and 
manufactured home installers.  Stipulates what the content of 
those continuing education courses will be.  Companion to HF 
0766 (Swedzinski, R, Ghent, 5374) in Spotlight 15-03, where 
there is more information. 

SF 0931 (Gazelka, R, Nisswa, 4875) 
Modifies the second half property tax late payment penalties for 
agricultural properties as follows: 

Current/(Proposed) Penalties 
Payment Date Homestead Non-Homestead 

11/16 or later 6%/(2%) 8%/(4%) 
12/1 or later 8%/(4%) 12%/(8%) 
1/2 or later 10%/(4%) 14%/(8%) 

Companion to HF 0491 (Heintzeman, R-Nisswa) in Spotlight 15-
03. 

SF 1160 (Senjem, R, Rochester, 3903) 
Allows property of 40 acres or more to qualify for agricultural 
homestead classification status if: the owner or owner’s spouse 
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actively farmed the property for at least ten years, the owner is a 
Minnesota resident, neither the owner nor his/her spouse claims 
another agricultural homestead in Minnesota, and the owner 
and/or spouse lives no farther than four townships or cities away 
from the property unless required to live in employer-provided 
housing which is farther away than that.  Companion to HF 0287 
(Quam, R-Byron) in Spotlight 15-02, where there is a comment. 

SF 1161 (Senjem, R, Rochester, 3903) 
Requires cities containing class 2a or 2b property (essentially 
farmland, agricultural homesteads, or rural vacant land) to create a 
rural service district which includes all such properties located in 
the city.  Exempts cities in Hennepin and Ramsey counties, which 
are prohibited from creating such districts.  Prohibits the service 
ratio of any district created after January 1, 2015 that includes 
such property from exceeding 40%.  Companion to HF 0257 
(Quam, R-Byron) in Spotlight 15-02, where there is a comment. 

Property Tax – Aids and Credits 

HF 0890 (Schomacker, R, Luverne, 5505) 
Directs the Department of Revenue to make LGA payments to any 
city that did not receive all of its 2014 aid because it failed to file 
calendar year 2013 reports with the State Auditor if such reports 
for 2013 and 2014 are filed with the OSA by June 20, 2015.  
Makes up to $101,570 of the FY 2015 appropriation for LGA 
available for such a payment.  Companion to SF 0712 (Weber, R, 
Luverne, 5650) in Spotlight 15-03, where there is a comment. 

HF 0894 (Kiel, R, Crookston, 5091); and SF 0907 (Eken, DFL, 
Twin Valley, 3205) 
Creates a $1,000,000 standing appropriation to the border city 
enterprise zones for additional tax reductions and divides the 
money among the participating cities on a per-capita basis. 

As currently constituted, the border city enterprise zone 
program benefits the cities of Breckenridge, Dilworth, East Grand 
Forks, Moorhead, and Ortonville on Minnesota’s western border. 

HF 0920 (Drazkowski, R, Mazeppa, 2273) 
Prohibits funds being used to finance the Destination Medical 
Center project in Rochester from being used to finance any costs 
related to intercity or interregional rail facilities or operations. 

HF 0938 (Dill, DFL, Crane Lake, 2190); and SF 0944 (Bakk, 
DFL, Cook, 8881) 
Makes unorganized territories eligible to receive township aid.  
Increases the annual township aid appropriation from $10 million 
to $10.26 million. 

HF 1202 (Anzelc, DFL, Balsam Twp, 4936); and SF 1057 
(Skoe, DFL, Clearbrook, 4196) 
Increases the payments in lieu of taxes to counties for the various 
eligible natural resource lands by 3%. 

HF 1265 (Davids, R, Preston, 9278) 
Creates a new $20 million aid stream for cities that is dedicated to 
fund transportation costs.  Limits the aid to cities not eligible for 
municipal state-aid (i.e., those with population below 5,000 with 
stated exceptions).  Distributes the aid evenly to all eligible cities 
on a per capita basis. 

SF 0874 (Koenen, DFL, Clara City, 5094) 
Increases the annual appropriation for city LGA by $21.5 million 
(to $540.9 million) for aids payable in 2016 and by $45.9 million 
(also to $565.0 million) for aids payable in 2017 and thereafter.  
Companion to HF 0685 (P. Anderson, R-Starbuck) in Spotlight 
15-03, where there is a comment. 

SF 0921 (Skoe, DFL, Clearbrook, 4196) 
Creates a “targeting” property tax refund for class 2a (agricultural) 
land that is owned by the same owner on January 2 of consecutive 
years and on which the property tax has increased by both 8% or 
more and $200 or more over the previous year.  Sets the credit 
equal to the amount of the yearly increase above whichever 
threshold is higher, with a maximum credit of $2,000.  Requires 
that the credit be paid for up-front through a reduction in the tax 
bill that is passed along in proportionate amounts to the relevant 
local taxing jurisdictions.  Further requires that the state reimburse 
local governments for the lost revenue. 

According to the latest annual report of the Southwest Farm 
Business Management Association (for 2013), real estate taxes on 
average comprise 0.64% of total cash expense for farms – which 
is roughly equivalent to the expense category titled 
“miscellaneous”. 

SF 0947 (Skoe, DFL, Clearbrook, 4196) 
Repeals the current Special Property Tax Refund (“targeting”) 
program.  Establishes a targeted homestead property tax credit 
available to homestead property owners who own and occupy the 
same property on January 2 of consecutive years and on which the 
property taxes have increased by both 10% or more and $100 or 
more over the previous year.  Sets the credit equal to the amount 
of the yearly increase above whichever threshold is higher, with a 
maximum credit of $1,000.  Requires that the credit be paid for 
up-front through a reduction in the tax bill that is passed along in 
proportionate amounts to the relevant local taxing jurisdictions.  
Further requires that the state reimburse local governments for the 
lost revenue. 

This proposal essentially converts the current “targeted” 
property tax refund program to a state-paid credit – which will 
enhance participation since eligible property owners would no 
longer need to file an application for the refund with the state – 
instead, county auditors would automatically apply the credit to a 
taxpayer’s bill.  At the same time, the proposal would enhance the 
benefit by lowering the percentage increase threshold from 12% to 
10% (while keeping the concurrent  required $100 increase in 
place) and also by making the credit 100% of the increase over 
the threshold instead of the current 60%. 

Of course, Minnesota has provided homeowners with state-
paid property tax credits before – the ill-fated Market Value 
Homestead Credit.  Policymakers eliminated that credit because 
the state was unwilling in most years to live up to its obligations to 
repay local governments for the cost of providing the benefit.  We 
don’t need a crystal ball to forecast that this program, if enacted, 
would be one of the first on the chopping block when state 
finances head south. 
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SF 1159 (Senjem, R, Rochester, 3903) 
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.  
Companion to HF 0085 (Quam, R-Byron) in Spotlight 15-01. 

SF 1168 (Senjem, R, Rochester, 3903) 
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.  Companion to HF 0163 (Quam, R-
Byron) in Spotlight 15-01. 

Property Tax – Tax Increment Financing 

HF 1123 (Davids, R, Preston, 9278); and SF 0993 (Rest, DFL, 
New Hope, 2889) 
Modifies certain definitions relating to tax increment financing.  
Clarities TIF interfund loan requirements.  Provides technical 
corrections to TIF statutes.  We will provide a more detailed 
summary if one becomes available. 

Sales Tax 

HF 1091 (McDonald, R, Delano, 4336) 
Expands the exemption from sales tax for purchases of capital 
equipment to include machinery and equipment used by 
restaurants in the furnishing, preparing, or serving of prepared 
foods.  Exempts complementary meals and beverages provided by 
a restaurant to customers at no cost from the sales and use taxes.  
Exempts food and drinks purchased for and served to employees 
of restaurants from the sales and use taxes. 

HF 1132 (Gunther, R, Fairmont, 3240) 
Exempts purchases made by a nonprofit animal shelter from the 
sales and use taxes if the purchases are used directly in the 
activities of rescuing, sheltering, and finding homes for unwanted 
animals.  Specifies that the exemption does not extend to: 
contractor or subcontractor purchases of construction materials as 
part of a lump-sum contract or similar agreement; construction 
materials purchased by the shelter or its contractor for buildings or 
facilities not used principally by the tax-exempt entities; lodging; 
prepared food, candy, soft drinks, and alcoholic beverages; and 
motor vehicle leases.  Exempts the sale or adoption of unwanted 
animals or of associated animal supplies and equipment by a 
nonprofit animal shelter from the sales and use taxes.  Exempts 
sales made by and events run by a nonprofit animal shelter for 
fundraising purposes from the sales and use taxes.  Stipulates that 
this exemption include the sales of prepared food, candy, and soft 
drinks at a fund-raising event.  Prohibits such shelters from 
claiming the fund-raising exemption: if their fund-raising efforts 
exceed 24 days per year; if their fund-raising efforts are conducted 
on premises leased for more than five days but less than 30 days; 
and on any charges relating to admission for events involving 
bingo or other gambling activities or for the use of amusement 
devices involving those activities. 

HF 1218 (Atkins, DFL, Inver Grove Heights, 4192) 
Authorizes Dakota County to impose a 0.25% sales and use tax by 
resolution.  Requires that 50% of the proceeds be distributed to 
cities within the county based on a population-weighted basis.  
Restricts use of the proceeds to fund transportation costs, 
including operations and maintenance, as well as capital projects.  
Stipulates that the county may issue bonds for transportation 
projects backed by these revenues.  Provides that the tax may only 
expire if the remaining county share of revenues are sufficient to 
pay for all debt obligations backed by the revenues and if the 
county has provided written notice to all cities and towns in the 
county of its decision six months in advance. 

HF 1254 (Swedzinski, R, Ghent, 5374); and SF 1130 (Dahms, 
R, Redwood Falls, 8138) 
Allows the city of Marshall until July 1, 2013 to file its approval 
of the special law passed as part of the 2011 omnibus tax bill that 
authorizes the city to impose a local sales and use tax. 

SF 0829 (Lourey, DFL, Kerrick, 0293) 
Provides a sales tax exemption for construction materials and 
equipment incorporated into a wastewater treatment facility owned 
and operated by the city of Mora, for purchases made after 
January 1, 2015 and before January 1, 2017.  Requires that the tax 
be collected upfront and then refunded upon application.  
Companion to HF 0874 (Rarick, R-Pine City) in Spotlight 15-03. 

SF 0925 (Koenen, DFL, Clara City, 5094) 
Exempts the sale of propane tanks with capacity of at least 100 
gallons, and any valves and regulators necessary for use of the 
propane tank, from the sales and use taxes if the purchaser is the 
user of the tank.  Specifically excludes leases of propane tanks 
from propane suppliers or dealers from the exemption.  Effective 
upon enactment and sunsets Dec. 31, 2017.  Also includes other 
natural gas utility and energy improvement project provisions.  
Companion to HF 0550 (Baker, R-Willmar) in Spotlight 15-03. 

SF 0929 (Saxhaug, DFL, Grand Rapids, 4136) 
Stipulates that the installation of a modular home on a foundation 
by a manufacturer or manufacturer’s subcontractor is not a retail 
sale.  Directs that the sales tax on retail sales on a modular home 
for residential use be imposed on 65% of the home’s invoice price.  
Companion to HF 0764 (Swedzinski, R-Ghent) in Spotlight 15-03. 

SF 1083 (Anderson, R, Buffalo, 5981) 
Exempts purchases of herbicides authorized for use by a lakeshore 
property owner or associated of lakeshore property owners 
pursuant to an invasive aquatic plan management permit from the 
sales and use taxes. 

SF 1106 (Pederson, R, St. Cloud, 6455) 
Dedicates the estimated sales tax revenues raised from the sale of 
motor vehicle parts to the highway user tax distribution fund.  
Companion to HF 0215 (Howe, R-St. Cloud) in Spotlight 15-01, 
where there is more information. 

SF 1186 (Koenen, DFL, Clara City, 5094) 
Expands the current exemption from the sales and use taxes for 
telecommunications or pay television services machinery and 
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equipment to include wire, cable, fiber, poles and conduit for such.  
Companion to HF 0053 (Davids, R-Preston) in Spotlight 15-01. 

Tobacco Taxes 

SF 1192 (Dziedzic, DFL, Minneapolis, 7809) 
Moves licensing for cigarette and tobacco retailers to the state 
level and sets the license fee at $50.  Increases the license fees for 
cigarette and tobacco distributors to $500 from $300 and $75, 
respectively.  Increases the license fees for cigarette and tobacco 
subjobbers to $100 from $24 and $20, respectively.  Establishes 
civil penalties for retailers and subjobbers that fail to preserve 
purchase invoices for the cigarettes or tobacco products available 
for sale or in their possession, found to be possessing untaxed 
cigarettes or tobacco products, or found to be selling such without 
a valid license.  Makes the penalty for willful failure to file 
returns, reports, or other documents regarding cigarettes or 
tobacco products or for willful failure to pay or to collect and 
remit the tax on such a felony.  Also includes an appropriation for 
the Department of Revenue to carry out the described provisions.  
Companion to HF 0865 (Davids, R-Preston) in Spotlight 15-03, 
where there is more information. 

Withholding Taxes 

HF 1030 (Anderson, M., R, Lake Shore, 4293) 
Abolishes withholding taxes on wages.  Requires wage earners to 
make monthly payments of estimated tax to the state based on 
estimated tax tables to be promulgated by the Department of 
Revenue.  Provides a monthly minimum estimated tax floor under 
which payments need not be made.  Subjects underpayments of 
estimated tax to the penalties for such that are currently in force.   

The House Tax Committee hearing on this proposal provided 
us with a chance to hear the bill’s author outline the rationale for 
this bill.  He stated his belief that relying on business to collect 
and remit the withholding taxes imposes a burden on the business 
– which either pays a payroll service to perform this task or 
dedicates employee time and resources toward it – and opens 
business owners to serious liability if the withholding is not done 
properly.  If government wants to collect income taxes from 
individuals, the government should do so directly and not via a 
third party. 

SF 0891 (Petersen, R, Andover, 3733) 
Prohibits withholding from wages, compensation, or royalties for 
purposes of the Minnesota individual income tax, effective for tax 
years beginning after December 31, 2015.  Requires the 
Department of Revenue to prepare a bill for introduction during 
the 2016 legislative session to make any technical and conforming 
changes the proposal necessitates.  Authorizes DOR to adopt rules 
and prescribe forms and tables to implement the provisions of this 
proposal. 

Obviously, eliminating withholding and not requiring any 
regular, direct payments from income earners would have serious 
implications for the state’s cash flow.  Other objections to the bill 
would center on the administrative and compliance issues the 
proposal would create. 

EDUCATION – FINANCE 
HF 0936 (Newton, DFL, Coon Rapids, 5369) 
Requires the direct appropriation to MNSCU for instructional 
services to equal at least the following shares of the estimated total 
cost of instruction: 

Fiscal Year  
Applicable 
Percentage 

FY 2016 45% 
FY 2017 50% 
FY 2018 55% 

FY 2019 and beyond 60% 

How easy would it be for MNSCU to increase instructional 
costs when 60% of those increases are directly paid for through 
state funding? 

HF 0983 (Lucero, R, Dayton, 1534) 
Creates a new “general education disparity aid” for districts with 
adjusted net tax capacity per pupil that is in the bottom 20% of all 
districts or with referendum market value per pupil that is in the 
bottom 20% of all districts.  Sets the general education disparity 
aid allowance equal to 70% of the difference between its general 
education revenue per pupil (excluding referendum revenue) and 
such revenue for the district at or immediately below the 20th 
percentile of districts.  Companion to SF 0604 (Kiffmeyer, R-Big 
Lake) in Spotlight 15-03. 

HF 1050 (Drazkowski, R, Mazeppa, 2273) 
Reduces school boards’ current authority to convert up to $300 per 
pupil of existing referendum authority to “board approved” 
authority for a five-year period to a one-year period.  Allows 15% 
of registered voters in a school district to petition for a reverse 
referendum on the conversion to board approved authority for the 
one-year period.  Directs school boards to develop and implement 
policies to ensure that school employees do not use publicly 
funded resources to engage in certain stated political activities. 

SF 1093 (Nienow, R, Cambridge, 5419) 
Creates a new “general education disparity aid” for school districts 
or charter schools with per pupil general education revenue that is 
below the statewide average.  Sets the general education disparity 
aid at the amount necessary to bring the district to the statewide 
average. 

SF 1124 (Stumpf, DFL, Plummer, 8660) 
Replaces the current Q-comp program that funds alternative 
teacher compensation systems with a virtually identical program 
that instead funds teacher development and evaluation. 

SF 1173 (Nienow, R, Cambridge, 5419) 
Establishes a “basic needs revenue” stream of state aid for school 
districts for a two-year period only, of $175 per pupil in FY 2016 
and $355 per pupil in FY 2017.  Authorizes districts to create a 
reserve account in their general fund to hold these revenues and to 
establish specific uses for those funds.  Prohibits agreements 
collectively bargained between the district and its employees from 
using these funds.  Exempts school districts from any state law or 
rule applicable to the district is enacted, adopted, or amended after 
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May 16, 2014 (i.e., after the end of the 2014 legislative session) 
during the 2015-16 and 2016-17 school years only. 

The idea is to provide $455 million to schools over a two-year 
period with no stipulations on how they can spend it, except that it 
can’t be built into a contract settlement (and building one-time 
money into such a settlement would be a bad idea, anyway).  We 
admit to being curious to hear about the sorts of innovations 
school districts can engage in that don’t involve the contracts that 
govern some three-quarters of schools’ operating expenses. 

ELECTIONS 
HF 0922 (Drazkowski, R, Mazeppa, 2273) 
Requires local referenda relating to spending to be held on the first 
Tuesday after the first Monday of November in any year. 

HF 1171 (Lesch, DFL, St. Paul, 4224) 
Enacts the Agreement Among the States to Elect the President by 
National Popular Vote. 

Participating states would award their electoral votes to the 
presidential candidate who receives the most popular votes in all 
fifty states and the District of Columbia.  The agreement would go 
into effect when the bill is enacted, in identical form, by states with 
a total of at least 270 votes (a majority).  Clearly, the proposal is 
designed to prevent the situation where the presidential candidate 
with the most popular votes loses in the Electoral College (this has 
happened four times in U.S. history: 1824, 1876, 1888, and 2000). 

According to National Popular Vote Inc. (the group 
advocating for this proposal) this initiative has been enacted by 
eleven states with a combined total of 165 electoral votes – 61% of 
the 270 votes needed to win election.  These states are: California, 
District of Columbia – a state for presidential election purposes, 
Hawaii, Illinois, Massachusetts, Maryland, New Jersey, New York, 
Rhode Island, Vermont and Washington.  For the record, 
Minnesota currently has 10 electoral votes. 

HF 1280 (Sanders, R, Blaine, 4226) 
Authorizes cities, counties, townships, and school districts in 
Minnesota to adopt ranked-choice voting.  Establishes procedures 
for adopting, implementing, and using ranked choice voting and 
provides for rulemaking. 

SF 1205 (Ortman, R, Chanhassen, 4837) 
Changes the date for state and local primary elections from the 
second Tuesday in August to the last Tuesday in March.  Requires 
that a presidential primary election must be held at the same time 
in years when an election for president and vice president is to 
take place.  Includes other provisions relating to national political 
party conventions. 

Most presidential contenders don’t last long past Iowa and 
New Hampshire if they perform poorly there, and most 
presidential nominations are effectively sewn up after about 6-10 
states, if that.  Since each state wants a meaningful say in picking 
the nominees, presidential primaries/caucuses have been creeping 
forward over the last 20 years.  This proposal is part of that 
reality. 

LABOR 
HF 0932 (Erickson, R, Princeton, 6746); and SF 0938 (Brown, 
R, Becker, 8075) 
Increases threshold after which overtime must be paid on a 
publically-financed highway or heavy construction project from 
eight hours per day to ten hours per day.  Maintains the current 
provision that requires overtime to be paid on such projects to any 
worker who works more than 40 hours per week. 

This proposal deals with one aspect of the state’s prevailing 
wage regime.  Under current law, contactors are required to pay 
overtime once someone has worked eight hours in a day, 
regardless of how many hours they work during the overall week.  
For instance, if a laborer works a 10-hour day but only 35 hours 
in the week, he or she is paid overtime for the additional two 
hours during the 10-hour day.  This proposal would allow 
contractors to schedule workweeks of four ten-hour days instead 
of eight five-hour days.  Based on our conversations with 
contractors, this would be a welcome development for many 
employees who travel far enough to a job site that they only return 
home for weekends. 

LEGISLATURE 
HF 0902 (Hancock, R, Bemidji, 4265) 
Proposes to amend the Minnesota Constitution to prohibit 
individuals from serving more than 14 years in the legislature and 
from serving more than two consecutive terms as a constitutional 
officer.  Similar in nature to SF 0374 (Hall, R-Burnsville) in 
Spotlight 15-02, where there is a comment. 

MINIMUM WAGE 
HF 1027 (Garofalo, R, Farmington, 1069) 
Sets the minimum wage for employees who customarily and 
regularly receive gratuities of more than $30 per month as follows: 
at $8.00 per hour if tip income during the pay period is at least 
$4.00 per hour, otherwise at the greater of the Minnesota of 
federal minimum wage rate.  Does not apply to employees covered 
under a collective bargaining agreement.  Repeals the prohibition 
against tip credits (counting employee tips toward the minimum 
wage). 

SF 0830 (Jensen, DFL, Owatonna, 9457) 
Eliminates the escalator that automatically adjusts Minnesota’s 
minimum wage amount beginning January 1, 2018. 

Under current law, Minnesota’s minimum wage will increase 
from $8.00 per hour to $9.00 per hour on August 1 and $9.50 per 
hour on August 1, 2016 with automatic inflationary increases 
beginning January 1, 2018. 

PENSIONS 
HF 1203 (O'Driscoll, R, Sartell, 7808); and SF 1139 (Pappas, 
DFL, St. Paul, 1802) 
Merges PERA’s Minneapolis Employment Retirement Fund 
(MERF) division into PERA-General.  Sets contribution rates for 
former MERF members through FY 2031 as follows: 
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Contributor  Contribution 
Employee 

(former MERF) 
9.75% of salary 

Employer 9.75% of salary 

Employer – 
Additional 

2.68% of salary plus employing 
unit’s share of current $3.9 
million annual contribution 

Employer – 
Supplemental 

Undetermined annual amount 
divided in the same manner as the 

current $3.9 million additional 
contribution 

Also provides for an undetermined amount of annual aid from the 
state through September 15, 2031 or until PERA-General is fully 
funded, whichever occurs first. 

This likely represents the last step in a long journey for 
Minneapolis Employees Retirement Fund, which closed to new 
members after June 30, 1978.  New Minneapolis city employees 
after that date have been members of PERA.  MERF held its own 
for quite a while until the stock market crash of 2008-09 – because 
MERF has so few active members relative to retirees (as of June 
30, 2014 the ratio was 42 actives: 3777 beneficiaries), it was 
never going to be able to pay all the benefits it owed without 
substantial outside help.  This proposal effectively continues the 
arrangement the stakeholders agreed to when MERF was brought 
within PERA as a stand-alone division.  It’s instructive that there 
could well be a 53-year period between the time MERF was closed 
to new members (1978) and the time the last payments on its 
behalf are made to PERA (2031). 

For what it’s worth, the current $3.9 million additional 
annual employer contribution to PERA for MERF is divided 
70.8% to the City of Minneapolis, 18.7% to the Minneapolis 
Schools, 10.3% to the Metropolitan Airports Commission, and 
0.1% to MnSCU (totals do not add to 100% due to rounding).  The 
legislation would divide the supplemental employer contribution 
up in the same proportions. 

STATE AND LOCAL GOVERNMENT 
HF 0882 (Rosenthal, DFL, Edina, 7803) 
Requires the state forecast to factor the effect of inflation into 
projections of future expenditures.  Companion to SF 0667 
(Franzen, DFL-Edina) in Spotlight 15-03, where there is a 
comment. 

HF 0883 (Rosenthal, DFL, Edina, 7803) 
Prohibits state budget forecasts from factoring the effects of 
inflation into projections of future revenues. 

We hope this is a political statement attempting to 
demonstrate the supposed intellectual dishonesty and imbalance of 
including inflation in revenue projections but excluding it from 
expenditure forecasts rather than a serious bill.  As we discussed 
at length in our November-December 2014 issue of Fiscal Focus 
“The Debate Over Acknowledging Reality”, there is a lot more to 
this issue than the rhetoric surrounding it often implies.  The 
bright line of demarcation between the economic activity called 

“planning” and the political activity called “budgeting” is 
actually very blurry in government; and how you include inflation 
matters as much as if you include inflation.   

We do see basic philosophical differences between inflation 
on the revenue and spending side of the economic forecast.  
Government revenues are largely rate-driven and applied to 
income/profits or sales in some way.  If the economy expands, 
growing the wage base or inflation causes a rise in the price of 
goods and services, government need not do anything to collect 
higher revenues.  It will just happen.  Compare that to the 
spending side, where unless a program’s spending is tied to 
uptake or some other per-unit cost, government has to make a 
deliberate decision to spend more. 

HF 0934 (Carlson, DFL, Crystal, 4255) 
Prohibits political subdivisions of the state from paying more than 
10% of the appraised value when acquiring real property. 

HF 1071 (McNamara, R, Hastings, 3135) 
Prohibits local governments from using eminent domain to acquire 
real property for parks and recreational space. 

HF 1086 (Hornstein, DFL, Minneapolis, 9281) 
Provides that Metropolitan Council members be appointed by the 
governing bodies located in their districts.  Stipulates that a 
Metropolitan Council member must reside in the district 
represented, be an elected official currently serving on a city 
council or town board, and may not be an elected official of the 
same municipality as his or her predecessor unless the district is 
located within only one city or township.  Clarifies that a 
Metropolitan Council member’s term of office is four years.  
Eliminates the Transportation Advisory Board.  Repeals the Grant 
Evaluation and Ranking System.  Companion to SF 0744 (Dibble, 
DFL-Minneapolis) in Spotlight 15-03. 

HF 1144 (Hornstein, DFL, Minneapolis, 9281) 
Provides for election of Metropolitan Council members to four-
year terms by the voters in each Metropolitan Council district.  
Eliminates the Grant Evaluation and Ranking System.  Companion 
to SF 0780 (Dibble, DFL-Minneapolis) in Spotlight 15-03. 

HF 1179 (Schomacker, R, Luverne, 5505) 
Authorizes counties to convert the offices of recorder, auditor, 
treasurer, or auditor-treasurer from elected to board-appointed 
offices, pursuant to a hearing at a regular county board meeting 
with notice and opportunity for public comment and an 80% 
affirmative vote of the county board.  Directs that current elected 
officeholders must be allowed to complete the terms to which they 
were elected.  Provides that the offices may be converted back to 
elected offices under similar terms, except that only a 60% board 
majority is required to do so.  Provides that 10% of registered 
voters may initiate a reverse referendum on any decision to 
convert such offices.  Companion to SF 0675 (Pappas, DFL-St. 
Paul), which was introduced on February 9th. 

This is not a novel idea.  In 2013, House Research staff noted 
that over the years the state has authorized 25 counties through 
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various special laws to make these changes under “substantially 
the same conditions”. 

SF 0844 (Benson, R, Ham Lake, 3219) 
Appropriates $100,000 in FY 2016 and again in FY 2017 to 
Management and Budget to develop and implement a return on 
taxpayer investment methodology using the Pew-MacArthur 
Results First framework to evaluate human services and 
corrections programs administered and funded by state and county 
government.  Requires a report on implementation progress and 
with recommendations by January 31, 2017.  Companion to HF 
0795 (Mack, R-Apple Valley) in Spotlight 15-03, where there is a 
comment. 

TAX ADMINISTRATION/GENERAL POLICY 
HF 0951 (Lueck, R, Aitkin, 2365); and SF 0854 (Ruud, R, 
Breezy Point, 4913) 
Eliminates the current requirements that local assessors have State 
Board of Assessor accreditation by the later of July 1, 2019 or four 
years from the date of licensure as a certified Minnesota assessor.  
Implements instead a requirement that local assessors obtain 
licensure in accordance with the level of property classification for 
which the individual assesses and the levels of licensure 
established by the State Board of Assessors.  Requires assistants to 
county assessors to meet these requirements as well but authorizes 
county boards and the county auditor to jointly determine 
qualifications and licensure of assistants otherwise. 

HF 1200 (Johnson, B., R, Cambridge, 4346); and SF 1146 
(Dahle, DFL, Northfield, 1279) 
Directs that the requirement that at least one member at each 
meeting of a local board of appeal and equalization have attended 
an appeals and equalization course be suspended in any year when 
the DOR does not offer in person training either in conjunction 
with the Association of Minnesota Townships, reaching at least as 
many board members for which training was offered in 2014; or 
with at least as many registration openings for local board 
members for which training was offered in 2014.  Eliminates these 
suspension provisions when the Office of Broadband 
Development certifies that broadband service exists in every 
jurisdiction subject to compliance with these requirements. 

TRANSPORTATION 
HF 0899 (Runbeck, R, Circle Pines, 2907) 
Authorizes use of revenues from the metropolitan transportation 
area sales tax for capital and operating assistance for transit 
systems.  Requires the joint powers board with authority over 
allocation of the metro area sales tax to give second priority for 
those funds (after payment of debt service on bonds issued after 
1/1/2011) to pay 100% of the net operating and capital 
maintenance costs for all transitways to which it has previously 
awarded money.  Prohibits the joint powers board from using 
transportation sales tax revenues to award grants to begin or 
continue work on transit capita projects for which construction has 
not begun as of the effective date of enactment of this proposal, 
unless the first two priorities for the revenues are satisfied.  Also 

includes other provisions relating to transitway development and 
finance. 

HF 0937 (Newton, DFL, Coon Rapids, 5369) 
Creates municipal street improvement districts to finance street 
improvements with fees from affected parcels.  Authorizes cities 
to apportion costs to all properties in the district on a uniform 
basis based on either: estimated market value, tax capacity, front 
footage, land or building area, or any combination of the four.  
Sets the minimum duration of such a district at five years and the 
maximum duration at 20 years.  Exempts property that is also 
exempt from property taxation by the Minnesota Constitution.  
Effective July 1, 2015 and expires June 30, 2020 except for 
municipal street improvement fees imposed before the expiration 
date, which continue until expiration of the district.  Similar in 
nature to SF 0778 (Carlson, DFL-Eagan) in Spotlight 15-03. 

Article X, section 1 of the Minnesota Constitution specifically 
exempts “public burying grounds, public school houses, public 
hospitals, academies, colleges, universities, all seminaries of 
learning, all churches, church property, houses of worship, 
institutions of purely public charity, and public property used 
exclusively for any public purpose” from property taxation. 

HF 1020 (Erhardt, DFL, Edina, 4363) 
Creates municipal street improvement districts to finance street 
improvements with fees from affected parcels.  Authorizes cities 
to apportion costs to all properties in the district on a uniform 
basis based on either: estimated market value, tax capacity, front 
footage, land or building area, or any combination of the four.  
Sets the minimum duration of such a district at five years and the 
maximum duration at 20 years.  Exempts property owned by 
501(c)3 institutions.  Companion to SF 0778 (Carlson, DFL-
Eagan) in Spotlight 15-03. 

SF 0831 (Skoe, DFL, Clearbrook, 4196) 
Requires the Department of Revenue to provide electronic notice 
to vendors who remit sales and tax liability electronically for debit 
of their payment.  Stipulates that the notice must be sent to the 
vendor-provided e-mail address at least three days prior to the date 
of debit. 

SF 0912 (Dibble, DFL, Minneapolis, 4191) 
This proposal puts Governor Dayton’s transportation budget 
proposal in bill form.  It establishes a 6.5% gross receipts tax on 
motor fuels at the wholesale level; imposes a new 0.5% sales tax 
in the seven-county metro area for transportation purposes; raises 
car registration fees from $10 to $20; and increases the vehicle 
registration tax rate from 1.25% to 1.5% on a graduated basis by 
July 1, 2017.  It is the companion to HF 0847 (Kelly, R-Red 
Wing), which was introduced on February 12. 

SF 1122 (Senjem, R, Rochester, 3903) 
Dedicates the current state-imposed $12 surcharge in vehicle 
parking violations to the highway user tax distribution fund. 

Current law provides that the surcharge revenues go to the 
general fund. 
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