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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). 
 The state Capitol’s version of “March Madness” has come 
and gone with today’s passing of the second committee deadline.  
However, when policymakers and other statehouse denizens 
return from the Easter/Passover break on April 7 they will be 
facing a six-week period for each body to pass their policy bills off 
the floor, finalize their budget proposals, and enter into the 
conference committee process before the mandatory adjournment 
date of May 18. 
 So as we enter this period, where do we stand?  Here’s a 
quick comparison of the how the various negotiating parties (the 
governor and the two majority caucuses) plan to allocate the 
resources available for the upcoming FY 16-17 biennium. 
 The House GOP caucus is proposing budget targets for the 

various tax and fiscal committees that total $40 billion, with 
$2 billion outside those amounts to be dedicated to 
unspecified tax relief and another $419 million outside those 
amounts being held for the budget reserve or to be allocated 
to a spending area at a future time. 

 Governor Dayton has proposed a $43 billion budget, which 
would put far more resources into spending programs and far 
less ($200 million) in tax relief – which would be tax 
expenditures largely targeted at working families. 

 The Senate DFL plan, just released this morning, provides for 
a budget of $42.7 billion which includes a $250 million bump 
in the budget reserve and $460 million for the tax committee 
to spend. 

Each negotiating party also has its transportation plan on the 
table.  Without going too deep into the numbers, there are 
essentially two competing approaches:  
 The House GOP approach would spend about $7 billion over 

10 years, funded by dedicating existing transportation-related 
general fund revenues, bonding, realigning MnDOT 
resources, and a portion of the budget surplus. 

 The Senate DFL and the Governor’s approach both spend 
about $10 to $11 billion over 10 years, with money largely 
coming from a proposed 6.5% wholesale gas tax, increased 
vehicle registration fees, an increase in the metro-area sales 
tax, MnDOT efficiencies, and bonding. 

Of course, unlike the budget there is no hard-and-fast requirement 
that any substantial transportation finance proposal happen this 
year.  If negotiations break down, the backup plan could be a 
larger-than-usual bonding proposal. 
 Traditionally, the second committee deadline has marked the 
last edition of Legislative Spotlight prior to our side-by-side 
comparison of the House and Senate omnibus tax bills.  
Depending on the volume of bill introductions and the number of 
committee hearings worth summarizing, we may publish one more 
edition of Legislative Spotlight before that.  If this does happen, 
expect a publication date of April 17. 

FROM THE COMMITTEE ROOMS 

Department of Revenue Presents Technical and 
Policy Bills to Senate and House Tax Committees 

Department of Revenue staff presented their technical (HF 
1590) and policy (HF 1589) bills, both sponsored by House Tax 
Chair Greg Davids, to the House Tax Committee on March 19th 
for consideration.  The bill summaries prepared by the Department 
are available on the Revenue website at 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
015_2016/hf1589(sf1559)_1.pdf and 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
015_2016/hf1590(sf1558)_1.pdf. 

Department staff began the testimony by noting that some of 
the provisions in the technical and policy bills are simultaneously 
being carried in other bills so that they can be heard in other 
relevant committees.  One provision, which deals with sales 
suppression devices (a.k.a. “tax zappers”), is not in either the 
technical or policy bill but is expected to move through the 
process and come to the Tax Committee at some point in time.  
The Department also noted the groups that have approached them 
with concerns about the bill. 

After that introduction, the committee spent the vast majority 
of the meeting having staff walk both bills.  During that time the 
committee did remove provision from the technical bill (HF 1590) 
– Article 2, Section 1.  Committee discussion – which can presage 
which items will be deemed “controversial” and removed from the 
bill – stopped the presentation at several points.  Committee 
members’ concerns centered (largely but not exclusively) on: 
 Article 5, Section 2 in HF 1590, which deals appeals that are 

filed both administratively with the Department but also with 
the Tax Court 

 Article 2, Section 5 in HF 1589, which would provide 
authority to tax all forms of illegal gambling and require 
returns for such 

 Article 3. Sections 27, and 29-30 in HF 1589, which address 
the aquatic invasive species prevention aid and the forest 
management plans associated with the Sustainable Forest 
Incentive Act 

 Article 4, Section 2 in HF 1589, which authorize Revenue to 
verify income information to DHS that would confirm 
eligibility for the Medical Assistance program 

The committee adjourned without taking public testimony and so 
continued hearing the bills at the beginning of its March 25th 
meeting.  The Minnesota Chamber of Commerce testified on 
concerns about the sections of Article 4 of the policy bill (HF 
1589) that deal with changes to the time period allotted for 
appealing Tax Court decisions – asking that the 60-day notice 
period not start until after the assessment has been mailed.  
Department staff indicated that they are reviewing the revised 
language that has been proposed.  The Travel Tech Association, 
which represents on-line travel companies, testified in opposition 
to the local lodging tax provisions in Article 2 of the technical bill 
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that would require all local lodging taxes to have the same tax 
base as the lodging taxes collected by the Department. 

The Senate Tax Committee hearing on these proposals during 
its March 26th meeting was far briefer – with far fewer committee 
questions and much less overall discussion.  Two things of note 
from this meeting: first, Chair Rod Skoe indicated that the local 
lodging tax provisions in Article 2 of the technical bill would be 
removed from the bill and heard as a separate proposal.  Second, 
the committee deleted the portions of Article 4 of the policy bill 
that deal with the changes to the appeals period for Tax Court 
decisions – with the caveat that the issue could be re-inserted if the 
Department and the concerned groups come to an agreement on 
what language to use.  It’s clear though, that both the chairs of 
both the Senate and House Tax Committees want to continue the 
long-standing tradition of keeping these bills noncontroversial. 

“Estate Tax Tuesday” in Senate Tax Committee 
Senate Tax Committee members devoted their Tuesday, 

March 17th meeting to consider a variety of bills dealing with 
estate tax provisions.  The committee spent the first portion of the 
hearing deliberating bills that would change the amount of estate 
value excluded from taxation, including: 
 SF 1623, sponsored by Sen. Melissa Franzen (DFL-Edina), 

which would phase in an increase to the federal exclusion 
($5.43 million for 2015, indexed to inflation) by 2019, 
provide for the portability of a deceased spouse’s unused 
exclusion to the surviving spouse by 2018 and convert the tax 
to one with a flat 16% rate on all taxable value by 2019. 

 SF 198, sponsored by Sen. Lyle Koenen (DFL-Clara City) 
and SF 743, sponsored by Sen. Carla Nelson (R-Rochester) – 
two identical bills that would also transition to the higher 
federal exclusion amounts and provide for the portability of 
unused spousal exemptions but which would keep a modified 
tiered rate structure. 

Proponents – including farm owners, a CPA, the Minnesota 
Chamber of Commerce, the National Federation of Independent 
Businesses, and the Center of the American Experiment – 
provided an assortment of arguments in favor of these proposals.  
Small businesses and farm owners expressed concern about the 
ability under the current estate tax exemption thresholds of being 
able to pass the business operation from one generation to the next 
without depleting operating capital to the point where the viability 
of the operation was threatened.  Other testifiers noted the high 
costs of compliance, the difficulty the different threshold pose for 
tax planning, and the concern that Minnesota’s disadvantageous 
treatment of estates vis-à-vis most other states provides both an 
incentive for the wealthy to migrate from Minnesota in their 
retirement years and a disincentive for the wealthy to come to the 
state in the first place.  Of note, both the Farm Bureau and the 
Minnesota Farmers Union provided letters of support for the 
proposals, although neither testified before the committee. 

Opponents of the measures, which included the Minnesota 
Budget Project, Growth and Justice, TakeAction Minnesota, and 
the Minnesota AFL-CIO, offered concerns that generally fell into 

one of three areas.  One area of concern was since estate taxes are 
highly progressive (and one of the few taxes that are progressive at 
all), reducing estate tax burdens would make Minnesota’s state-
local tax system more regressive.  Some representatives from 
these groups also expressed the belief that the estate tax is an 
important “backstop” for the income tax, by imposing a tax on 
earnings – especially capital gains – that are not realized during an 
individual’s lifetime and then transferred at death and so are never 
subject to the individual income tax.  Finally, many expressed 
concerns that other priorities – K-12 education, human services 
and broad-based tax relief being the issues most often referenced – 
should have a more significant claim on the state’s surplus than 
estate tax reductions. 

After taking testimony on these bills, the committee turned its 
attention to a second set of proposals, including: 
 SF 881, sponsored by Sen. Ann Rest (DFL-New Hope), 

which would change the default rule regarding QTIP property 
in a decedent’s gross estate so that the tax burden from the 
QTIP property is borne by beneficiaries with an interest in the 
QTIP trust in proportion to their interests. 

 SF 837, sponsored by Sen. Ann Rest (DFL-New Hope), 
which would delay the requirement to include taxable gifts 
made within three years of death in the taxable estate by three 
years, to persons dying after June 30, 2016 

 SF 1055, sponsored by Sen. Rod Skoe (DFL-Clearbrook), 
which as amended in the committee would provide portability 
of unused estate tax exclusion amounts, beginning January 1, 
2016, and 

 SF 743, sponsored by Sen. Rod Skoe (DFL-Clearbrook), 
which would increase the exclusion amount to the federal 
level effective January 1, 2015 and modify the brackets 
accordingly 

Both committee discussion and testimony on this group of 
bills was much more limited, with the only public input coming 
from the Minnesota Bar Association on SF 881 and SF 837. 

One major difficulty in evaluating the impact of state-level 
estate taxes is the extraordinary difficulty in determining the 
extent to which tax flight takes place among the very wealthy – 
partly because there is so little data available, and partly because 
people migrate for a variety of reasons.  As we noted in our Issue 
Brief on the impact of the imposition of the 9.85% fourth tier 
income tax bracket, research published in 2004 by Joel Slemrod 
and John Bakija offers the most compelling evidence that state 
estate taxes matter.  Their research, which looked at high-wealth 
taxpayers, suggests that estates over $5 million were especially 
sensitive to the estate tax, with estate tax returns declining nearly 
four percent in response to a one percentage point increase in the 
effective estate/inheritance tax rate. 

Even when supporters of the estate tax concede that the tax 
may influence out-migration, it does not change their opinion of 
the tax because that same research also shows that “the migration 
and other observationally equivalent avoidance activities in 
response to such a tax would cause revenue losses and deadweight 
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losses, but that these would not be large relative to the revenue 
raised by the tax.”  In other words, from a pure revenue-raising 
perspective, it’s “worth it” to chase some wealthy households 
away.  That’s the unspoken issue in this debate – do we want to 
keep more of our wealthy here or just more money? 

Converting Utility Personal Property Tax to 
Production-Based Tax on Senate Tax Docket 

A substantial portion of the March 19th Senate Tax Committee 
hearing centered on SF 1636, sponsored by Sen. Rod Skoe, which 
would eliminate the personal property tax currently imposed on 
electric generating machinery and replace it with a production 
based tax.  The proposal would also eliminate the existing wind 
and solar energy production taxes and subject those installations to 
the new tax as well.  In his introductory comments, Sen. Skoe 
noted that the proposal was informed by the study of energy 
producing systems that Revenue produced earlier this year.  Sen. 
Skoe also offered that the current system for taxing these 
properties is a “mess”, with exemptions for some facilities but not 
others, property values that are difficult to determine and a 
challenging system of unitary valuations.  This proposal, he stated, 
is a “pretty good alternative”. 

After the staff walkthrough of the proposal the committee 
heard public testimony.  Representatives from the Coalition of 
Utility Cities (7 cities with a substantial proportion of their tax 
base in utility property), wind and solar energy producers, and 
Xcel Energy all offered their perspectives.  The mood of the 
testifiers was generally cautious, in some part because many 
parties are still obviously vetting the proposal.  Among 
stakeholder concerns; the Coalition of Utility Cities expressed 
concerns about the need for greater clarity in the transition aid 
program the bill proposes to create.  Wind and solar energy 
producers expressed concerns that the new production tax regime 
would be far less predictable and consistent than the current 
system they are operating under, creating concerns for their ability 
to adequately structure long-term power purchase agreements.  
Xcel Energy expressed concern that since unitary valuation would 
still be used in property tax they pay on land and buildings, this 
proposal would create an extra step in the system – creating two 
sets of values that need to be maintained. 

As many testifiers noted, the proposal does address many 
issues inherent in the current system – especially the disincentives 
provided for power companies to upgrade power plants, the 
variations in the value of utility property, and the nuclear fuel 
issue.  Moving forward, stakeholders were invited to continue the 
discussion with Chair Skoe on the proposal, and it’s likely that any 
changes in this area will be happening over a longer period of time 
than just the 2015 legislative session. 

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 2125 (Hamilton, R, Mountain Lake, 5373); and SF 1968 
(Sparks, DFL, Austin, 9248) 
Creates a credit against the individual income and corporate 
franchise taxes equal to 40% of a filer’s investment in a qualified 
workforce housing project and a second credit equal to 50% of a 
filer’s investment in qualified workforce housing project, so long 
as the investor is a business with more than 50 FTEs that has an 
office or production facility within 30 miles of a qualified 
workforce housing project that enters into an agreement to employ 
ten additional employees per year in each of the years after the 
credit is received.  Stipulates that a “qualified workforce housing 
project” (for both credits) must meet the following criteria: 
 residential rental housing with at least three dwelling units 
 cost per unit that is between $75,000 and $250,000  
 has more than 50% nonstate funding proposed 
 located in a census block with a population density of over 

200 persons per square mile that itself is located in a Greater 
Minnesota city which: 
o either has had a median number of full-time private 

sector jobs of at least 500 over the last five years or is 
located in an area served by a joint city-county economic 
development authority 

o a rental vacancy rate lower than 5% for the last two years 
o a jobs-to-population ratio of greater than 40%, when 

comparing five-year median numbers 
 has been designated by DEED as a qualifying workforce 

housing project. 

Caps annual credit awards for both programs at $1 million per 
filer.  Caps aggregate annual credit awards for the two programs at 
$25 million for tax year 2015 and $50 million for tax year 2016.  
Provides a ten-year carryforward for unused credit.  Requires an 
annual report to the legislature. 
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SF 1826 (Nienow, R, Cambridge, 5419) 
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) nonprofit specifically established for such a purpose.  
Caps a taxpayer’s maximum annual credit at $1,000.  Provides a 
ten-year carryforward 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.  Companion to HF 1081 (Gruenhagen, R-Glencoe) in 
Spotlight 15-04. 

Combinations of Taxes (Excise, Sales, and Tobacco) 

HF 1985 (Lenczewski, DFL, Bloomington, 4218); SF 1892 
(Eaton, DFL, Brooklyn Center, 8869); and SF 1755 (Nelson, R, 
Rochester, 4848) 
Eliminates the accelerated June payment requirements that apply 
to the sales and use taxes, the cigarette and tobacco taxes, and the 
alcoholic beverage taxes.  All three bills are identical; SF 1755 is 
the companion to HF 1829 (Knoblach, R-St. Cloud) in Spotlight 
15-05.  The three bills are similar in nature to HF 0055 (Davids, 
R-Preston) and SF 0008 (Skoe, DFL-Clearbrook) in Spotlight 15-
01, where there is a comment. 

Combinations of Taxes (Property and Sales) 

SF 1814 (Sparks, DFL, Austin, 9248) 
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.  Limits each of the 
exemptions to a 12-year period, which starts once Revenue 
certifies the facility as a qualified agricultural investment facility.  
Companion to HF 1097 (Metsa, DFL-Virginia) in Spotlight 15-04, 
where there is more information. 

Estate Taxes 

HF 1901 (Smith, R, Maple Grove, 5502) 
Changes the default rule regarding QTIP property in a decedent’s 
gross estate so that the tax burden from the QTIP property is borne 
by beneficiaries with an interest in the QTIP trust in proportion to 
their interests.  Companion to SF 0881 (Rest, DFL-New Hope) in 
Spotlight 15-04. 

Revenue has prepared a summary of the bill with background 
information that can be accessed via the following link: 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/
2015_2016/sf0881_1.pdf. 

Individual Income Taxes 

HF 1955 (Urdahl, R, Grove City, 4344); and SF 1834 (Rest, 
DFL, New Hope, 2889) 
Changes teacher mentoring programs from optional on school 
districts’ part to mandatory.  Authorizes school districts to use 
certain revenue streams to fund mentoring programs.  Authorizes 
individual income tax filers to subtract the amount of any 
mentoring program stipend paid when calculating Minnesota 
taxable income.  Appropriates money for the effort. 

HF 1956 (Urdahl, R, Grove City, 4344); and SF 1833 (Rest, 
DFL, New Hope, 2889) 
Makes school year-long student teaching programs a mandatory 
part of teacher preparation.  Requires a report to the legislature on 
allowing an individual income tax credit for student teachers who 
participate in a full school year of student teaching by 2/1/16  
Provides a set of items that the report must contain.  Appropriates 
money for school year-long student teacher program grants. 

Both HF 1955 and HF 1956 are intending to reduce the 
attrition rate of new teachers that, according to testimony on the 
bills, is approximately 40% over the first five years.  We can’t help 
but point out that enormously back-ended compensation structures 
aren’t helping the cause.  For example, after July 1, 2017 the state 
will require that a new teacher in St. Paul, likely burdened with 
college debt, must contribute 7.5% of his or her salary to pay for a 
benefit unlikely to be realized for 40 years.  Meanwhile, the 
district will have to chip in an additional 10.59% of salary.  That’s 
over 18% of mandatory redirected compensation expense that 
likely makes well-meaning income tax credits like this look like 
couch cushion change. 

HF 1973 (Mariani, DFL, St. Paul, 9714); and SF 1795 (Torres 
Ray, DFL, Minneapolis, 4274) 
Creates a refundable individual income tax credit equal to an 
undefined share of expenses a filer who is employed by a 
Minnesota school district, intermediate school district, special 
education district, or cooperative and who is seeking initial teacher 
licensure has relating to completing coursework for a teacher 
preparation program in a Minnesota college or university.  Defines 
“qualifying expenses” as postsecondary tuition, textbooks and 
instructional materials, and personal computer hardware to a 
maximum undefined amount.  Reduces the maximum credit by $1 
for every $10 of household income above $33,500.  Disallows the 
credit for married filers if a joint return is not filed.  Includes other 
provisions related to recruiting, educating, and licensing 
underrepresented student populations to teach in K-12 schools and 
work with young children. 

HF 1983 (Peterson, R, Lakeville, 5387) 
Authorizes the parent or guardian of a child to claim a non-
refundable individual income tax credit equal to $1,000 for each 
child that: is under the age of five; lives with the taxpayer for more 
than half of the year; and is either a direct descendent of the 
taxpayer, a sibling or step-sibling of the taxpayer, or a descendent 
of the taxpayer’s sibling or step-sibling.  Companion to SF 1262 
(Housley, R-St. Mary's Point) in Spotlight 15-05. 
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HF 2083 (Davids, R, Preston, 9278) 
Authorizes individual income tax filers to subtract principal 
payments on qualified education loans when computing Minnesota 
taxable income.  Limits the subtraction to the lesser of the amount 
actually paid in principal or 200% of the amount of interest paid 
on education loans, if the interest was an allowable deduction 
under federal law. 

HF 2084 (Davids, R, Preston, 9278) 
Creates a refundable credit against the individual income tax equal 
to the lesser of: eligible student loan payments minus 10% of 
adjusted gross income above $10,000; the earned income for the 
taxable year of the eligible individual and spouse, if any; or the 
sum of the interest portion of eligible loan payments made during 
the taxable year plus 10% of the original loan amount of all the 
filer and spouse’s qualified education loans. 

SF 1740 (Hall, R, Burnsville, 5975) 
Repeals the political contribution refund.  Also includes other 
provisions that repeal the public subsidy program and related 
expenditure limits.  Companion to HF 0538 (Drazkowski, R-
Mazeppa) in Spotlight 15-03. 

SF 1805 (Johnson, DFL, Spring Lake Park, 2556) 
Modifies the child and dependent care credit so that the maximum 
credit increases from $720 to $1,050 for filers with one qualifying 
individual and from $1,440 to $2,100 for filers with multiple 
qualifying individuals.  Changes the threshold above which the 
credit phases out from $18,040 to $100,000 of FAGI and directs 
that for such filers the credit equal $600 minus 5% of FAGI above 
$100,000 for filers with one qualifying individual and $1,200 
minus 5% of FAGI above $100,000 for filers with multiple 
qualifying individuals.  Authorizes filers with a child or children 
under the age of six who operate a licensed family daycare and 
married couples with a child under the age of one to claim the 
credit based on the maximum amount of expenses allowable for 
the federal child and dependent care tax credit ($3,000 for one 
individual and $6,000 for multiple individuals) instead of 
employment-related care expenses.  Sets the maximum credit for 
families meeting either of these criteria at $720 for one qualifying 
individual or $1,440 for multiple qualifying individuals, with a 
phaseout of the credit above $25,000 of FAGI equal to 5% of 
income above that level.  Companion to HF 1301 (Bernardy, DFL, 
Fridley, 5510) in Spotlight 15-05. 

SF 1952 (Kent, DFL, Woodbury, 4166) 
Increases the elderly and disabled income exclusion as follows: 

Filer 
Base 

Amount 
Phaseout 
Threshold 

Maximum 
Income Eligible 

Current HF 1768 Current HF 1768 Current HF 1768
Married-joint 
Both over 65/ 

disabled 
$12,000 $20,000 $18,000 $30,000 $42,000 $70,000

Married-joint 
One over 65/ 

disabled 
$12,000 $20,000 $14,500 $24,000 $38,500 $64,000

Married- 
separate 

$6,000 $10,000 $9,000 $15,000 $21,000 $35,000

All Other  $9,600 $16,000 $14,500 $24,000 $33,700 $56,000
Allows a second exemption when computing income for property 
tax refund purposes if both the claimant and his or her spouse 
were disabled or reached the age of 65 by December 31 of the year 
for which the taxes were levied or rent paid.  Companion to HF 
1768 (Isaacson, DFL, Shoreview, 7153) in Spotlight 15-05. 

Motor Vehicle Sales Tax 

HF 1866 (Petersburg, R, Waseca, 5368) 
Clarifies that the motor vehicle lease sales tax revenues that are 
allocated to the general fund, the county state-aid highway fund, 
and the Greater Minnesota transit account through a statutory 
formula do not include revenues attributable to the 0.375% sales 
tax dedicated via the state constitution to various purposes. 

HF 2072 (Albright, R, Prior Lake, 5185) 
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.  Companion to SF 1040 (Pratt, R-Prior Lake) in 
Spotlight 15-04. 

Property Tax (except Aids and Credits & TIF) 

HF 1944 (Hertaus, R, Greenfield, 9188); and SF 1830 (Osmek, 
R, Mound, 1282) 
Permits withdrawal of property from the Metropolitan Agricultural 
Preserves program earlier than the date specified if a surviving 
owner elects to do so within 180 days of the death of an owner, an 
owner’s spouse, or other person with an ownership interest.  
Directs that property withdrawn from the program in this manner 
be subject to additional taxes equal to 50% of the taxes actually 
levied against the property for the current taxes payable year. 

HF 2018 (Marquart, DFL, Dilworth, 6829) 
Includes the railroad recodification provisions found in the 
governor’s tax bill (HF 848/SF 826).  Eliminates the July 1, 2017 
sunset on the assessments made against railroad and pipeline 
properties to fund rail and pipeline safety.  Appropriates money 
for highway rail at-grade crossing safety improvement projects 
related to oil and other hazardous materials transported by rail. 

SF 1729 (Nienow, R, Cambridge, 5419) 
Allows cities to apply to DEED for authorization to provide a 
property tax credit of up to $5,000 per lot in a new business park 
job development zone.  Limits eligibility to cities with less than 
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1,000 as of the 2010 Census which own land within the city limits 
and have designated up to 10 acres of it as a business park, so long 
as the land is not occupied by an existing business and the lots are 
offered to businesses at no cost. Further requires the city to 
designate the business park as a “new business park job 
development zone” and adopt a development plan that addresses 
certain stated issues.  Prohibits a city from granting the credit to 
any lot for more than five taxable years and from granting more 
than $100,000 in credits to any single new business park job 
development zone over a five-year period.  Makes a one-time $1 
million appropriation for the program.  Companion to HF 1796 
(Barrett, R-Lindstrom) in Spotlight 15-05. 

SF 1916 (Skoe, DFL, Clearbrook, 4196) 
Requires counties to provide assessment services to a town or 
township that is wholly or partially situated in its territory through 
a joint operating agreement if the town or township elects for such 
at its annual meeting.  Companion to HF 1830 (Green, R-Fosston) 
in Spotlight 15-05. 

Property Tax – Aids and Credits 

HF 1931 (Torkelson, R, Nelson Twp, 9303) 
Requires land enrolled in the Sustainable Forest Incentive 
Program (SFIP) to be registered with the Department of Natural 
Resources.  Prohibits class 2c managed forest land or land enrolled 
in the Reinvest in Minnesota program, a state or federal 
conservation reserve or easement program, the Green Acres 
program, the Agricultural Preserves program or the Metropolitan 
Agricultural Preserves program from being enrolled in the SFIP.  
Requires a three-acre exclusion from the SFIP for any land 
improved with a structure that is not minor, ancillary, or 
nonresidential.  Requires certain administrative procedures related 
to the SFIP and to the aquatic invasive species aid and eliminates 
certain obsolete SFIP provisions. 

This proposal is also a part of the Department of Revenue’s 
Policy Bill. 

HF 1950 (Davids, R, Preston, 9278); and SF 1882 (Skoe, DFL, 
Clearbrook, 4196) 
Prohibits the city of Rochester from using city funds to pay any 
amounts to the nonprofit Destination Medical Center Economic 
Development Agency that are unrelated to public infrastructure 
project costs. 

HF 2016 (Backer, R, Browns Valley, 4929) 
Increases the County Program Aid appropriation by $25 million, 
from $205.7 million for aids payable 2015 to $230.7 million for 
aids payable 2016.  Provides for inflationary increases in the 
appropriation beginning in payable 2017, using the implicit price 
deflator for state and local governments.  Allocates the additional 
aid in 2016 to counties through the tax-base equalization aid 
formula.  Changes the tax-base equalization factor used in the 
formula.  Prohibits these changes from reducing a county’s portion 
of CPA that comes through the tax-base equalization aid formula 
by more than 5%.  Companion to SF 1640 in Spotlight 15-05, 
where there is additional detail. 

HF 2034 (Quam, R, Byron, 9236) 
Caps maximum Local Government Aid (LGA) payments to the 
first class cities (currently Duluth, Minneapolis, Rochester, and 
Saint Paul) at the per capita amount awarded to all other cities in 
the state, times the first class city’s population.  Requires Revenue 
to reduce the 2015 LGA payments to the first class cities in an 
amount equal to the difference between their 2015 certified aids 
and their 2012 populations times the average aid per capita paid to 
all other cities in the state in 2015.  Directs that aids not paid as a 
result of this cap be retained in the general fund. 

HF 2077 (Drazkowski, R, Mazeppa, 2273); and SF 2004 
(Koenen, DFL, Clara City, 5094) 
Creates a credit for farmland and managed forest land (classes 2a, 
2b, and 2c), except for the farmstead, equal to 50% of the 
property’s eligible net tax capacity multiplied by the tax rates tied 
to debt service levies and tied to the debt service equalization 
program.  Creates an open and standing appropriation in the 
general fund to pay for the credit. 

HF 2114 (Davnie, DFL, Minneapolis, 0173); and SF 2009 
(Torres Ray, DFL, Minneapolis, 4274) 
Reduces the threshold for qualifying for the targeting property tax 
refund from a year-on-year property tax increase of 12% to 10%.  
Identical to HF 0140 (Carlson, DFL-Crystal) and SF 0129 (Rest, 
DFL-New Hope) in Spotlight 15-01. 

HF 2122 (Kiel, R, Crookston, 5091); and SF 1995 (Dahle, DFL, 
Northfield, 1279) 
Creates a property tax credit for farmland (excluding the 
farmstead) equal to 40% of the applicable school debt service 
levy.  Finances the credit with a $30 million state appropriation, 
with the rest coming from a statewide levy on farmland with a 
single rate set to raise the difference between $30 million and 40% 
of the statewide school debt service levied on all farmland in the 
previous year. 

Essentially, the state will finance the first $30 million of this 
credit with the rest coming from the same group of properties that 
will benefit from the credit.  The best thing we can say about this 
proposal – and it is a substantial positive – is that the author has 
at least endeavored to prevent other property tax payers from 
subsidizing yet another tax preference within the system.  
However, due to differences in per-acre values and school levies, 
the program will create winners and losers in completely 
unpredictable ways.  We will be interested to hear how those 
affected by the proposal react to it. 

SF 1865 (Stumpf, DFL, Plummer, 8660) 
Directs the Department of Revenue to pay the city of Oslo the 
2013 LGA payments that were withheld at that time, provided the 
State Auditor certifies that the city provided audited financial 
statements for calendar year 2012 by December 31, 2013.  
Companion to HF 1794 (Fabian, R-Roseau) in Spotlight 15-05. 
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Property Tax – Tax Increment Financing 

HF 1933 (Uglem, R, Champlin, 5513) 
Creates special rules for the District 6-1 Port Riverwalk TIF 
district in the city of Coon Rapids.  Companion to SF 1492 
(Hoffman, DFL, Champlin, 4154) in Spotlight 15-05. 

HF 1945 (Hertaus, R, Greenfield, 9188); and SF 1843 (Osmek, 
R, Mound, 1282) 
Extends the five-year period for TIF District #3 in the city of 
Wayzata to an indefinite period. 

HF 2002 (Schoen, DFL, St. Paul Park, 4342); and SF 1838 
(Sieben, DFL, Newport, 7-8060) 
Deems that the five-year rule for the Gateway North TIF district in 
the city of Cottage Grove is met if activities are undertaken prior 
to January 1, 2017. 

Sales Tax 

HF 2017 (McDonald, R, Delano, 4336) 
Exempts the sale or purchase of digital products from the sales and 
use taxes. 

HF 2019 (McDonald, R, Delano, 4336); and SF 1922 
(Anderson, R, Buffalo, 5981) 
Exempts sales of personal property or services and admission 
charges to a city-designated annual city celebration from the sales 
and use taxes.  Provides that exempt sales include sales of 
prepared food, candy, soft drinks, malt liquor and wine.  Limits 
the exemption to once per year for cities with populations of less 
than 10,000.  Sets certain requirements the celebration must meet 
to qualify.  Provides an amnesty from tax for unpaid sales and use 
taxes relating to such celebrations help before January 1, 2015. 

It’s not hard to envision the scenario which likely underlies 
this proposal: a nonprofit organization operated a city celebration 
somewhere and did not charge sales tax on the requisite items 
(admissions, prepared food and drink, etc).  A sales tax audit 
revealed the issue, which would put the sponsoring group in 
violation of sales tax law.  The state required the celebration’s 
sponsors to pay the sales tax due on the goods and likely an 
additional penalty.  A fair amount of sales tax legislation is 
authored by legislators who hear from business owners or others 
who have found themselves on the losing side of a sales tax audit. 

HF 2078 (Hamilton, R, Mountain Lake, 5373); and SF 1943 
(Weber, R, Luverne, 5650) 
Exempts construction materials and equipment, including material 
components of modular homes, that are incorporated into the 
construction and initial equipping of a multifamily moderate 
income rental housing facility developed by the Worthington 
Housing and Redevelopment Authority from the sales and use 
taxes.  Requires that the facility consist of at least 45 townhome 
units, that it be built at a specified located within the city of 
Worthington, and that construction and equipping of the facility be 
completed by an unspecified date in order for the exemption to be 
effective.  Requires that the tax be collected upfront and then 
refunded upon application. 

HF 2131 (Nash, R, Waconia, 4282) 
Authorizes retailers or sellers to retain a portion of the sales taxes 
they collect as compensation for the costs of collecting and 
administering the tax as follows.   

Amount of sales 
In a fiscal year 
ending June 30 

Vendor Allowance 

<$60,000 2% of taxes collected 
$60,000 ≤ $600,000 1% of taxes collected 

>$600,000 0.75% of taxes collected 
Changes the basis for June accelerated sales tax payments from 
gross liability to net liability.  Companion to SF 1702 (Rest, DFL-
New Hope) in Spotlight 15-05. 

HF 2134 (Knoblach, R, St. Cloud, 6612) 
Exempts admission to or charges for access to a BMX track which 
is sanctioned by a national or regional governing body for bicycle 
motocross racing and is owned and operated by a 501(c)(3) 
nonprofit from the sales and use taxes. 

SF 1747 (Carlson, DFL, Eagan, 7-8073) 
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.  Companion to HF 1218 
(Atkins, DFL-Inver Grove Heights) in Spotlight 15-04, where 
there is additional detail. 

SF 1979 (Thompson, R, Lakeville, 5252) 
Exempts sales and purchases of electricity and natural gas from 
the 0.25% metropolitan area transportation sales tax.  Companion 
to HF 1478 (Garofalo, R-Farmington) in Spotlight 15-05. 

Tobacco Taxes 

SF 1894 (Senjem, R, Rochester, 3903) 
Removes the requirement that a cigar be hand-rolled to meet the 
definition of “premium cigar” for tax purposes.  Reduces the 
maximum tax on premium cigars from $3.50 to $0.50 per cigar.  
Companion to HF 1544 (Nash, R-Waconia) in Spotlight 15-05. 

EDUCATION – FINANCE 
HF 2068 (Dettmer, R, Forest Lake, 4124) 
Increases the statewide cap on basic alternative teacher 
compensation (Q-Comp) aid by $5 million annually, from $75.6 to 
$80.6 million.  Companion to SF 1719 (Kent, DFL-Woodbury) in 
Spotlight 15-05. 

SF 1955 (Kiffmeyer, R, Big Lake, 5655) 
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 
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such revenue for the district at or immediately below the 20th 
percentile of districts.  Identical to SF 0604 (Kiffmeyer, R-Big 
Lake) in Spotlight 15-03. 

SF 1962 (Kiffmeyer, R, Big Lake, 5655) 
Creates a new “general education disparity aid” for school districts 
or charter schools with per pupil general education revenue that is 
below 80% of the statewide average.  Sets the general education 
disparity aid at the amount necessary to bring the district to 80% 
of the statewide average. 

EDUCATION – POLICY 
HF 1994 (Carlson, DFL, Crystal, 4255); and SF 1875 (Rest, 
DFL, New Hope, 2889) 
Eliminates the requirement that a nonprofit group be a charitable, 
religious, or educational organization in order to make sales tax-
exempt purchases.  Imposes in its place a requirement that a 
nonprofit be organized as a 501(c)(3) group to qualify for the 
exemption. 

HF 1995 (Erickson, R, Princeton, 6746) 
Requires the Minneapolis school board in consultation with the 
city to develop a plan for dissolving the district into six separate 
independent school districts.  Provides for the transition and for 
the operation of the successor school districts.  Companion to SF 
1513 (Hann, R-Eden Prairie) in Spotlight 15-05. 

SF 1808 (Johnson, DFL, Spring Lake Park, 2556) 
Lowers the minimum age for compulsory school attendance from 
seven to six.  Companion to HF 1527 (Bernardy, DFL-Fridley) in 
Spotlight 15-05. 

ELECTIONS 
HF 1962 (Runbeck, R, Circle Pines, 2907) 
Provides for recall elections for school board members.  Abolishes 
the authority of school boards to remove members.  Companion to 
SF 0539 (Bonoff, DFL-Minnetonka), which was introduced by 
request and was summarized in Spotlight 15-03, where there is a 
comment. 

HF 1981 (Fenton, R, Woodbury, 1147) 
Authorizes early voting from fifteen days before an election 
through 5:00 p.m. on the third day before the election.  Directs that 
early voting must be made available at city- or county-owned or 
city- or county-operated sites.  Requires early voting be available 
between the hours of 8:00 a.m. and 4:30 p.m. on each applicable 
weekday, from 8:00 a.m. to 8:00 p.m. on at least one of these days, 
and from 10:00 a.m. to 5:00 p.m. on the two Saturdays before the 
election.  Establishes provisional voter registration at polling 
places on election day and provides a process for provisional 
balloting.  Eliminates vouching as an authorized proof of 
residence. 

HF 2036 (Bernardy, DFL, Fridley, 5510) 
Authorizes early voting from fifteen days before an election 
through 5:00 p.m. on the third day before the election.  Directs that 
early voting must be made available at a polling place designated 
in the county auditor’s office at the municipal clerk’s office in 

every municipality that has been delegated the responsibility to 
administer absentee voting, and at any other location so designed 
by the county auditor or municipal clerk at least 90 days before the 
election.  Requires early voting be available between the hours of 
8:00 a.m. and 4:30 p.m. on each applicable weekday, from 8:00 
a.m. to 8:00 p.m. on at least one of these days, and from 10:00 
a.m. to 5:00 p.m. on the two Saturdays before the election.  
Companion to SF 0414 (Sieben, DFL, Newport, 7-8060) in 
Spotlight 15-02. 

HF 2087 and 2088 (Kahn, DFL, Minneapolis, 4257) 
Proposes to amend the Minnesota Constitution to lower the voting 
age to 16 in state and local elections generally (HF 2087) and in 
school district elections only (HF 2088). 

SF 1855 (Rest, DFL, New Hope, 2889) 
Authorizes cities, counties, townships, and school districts in 
Minnesota to adopt ranked-choice voting.  Establishes procedures 
for adopting, implementing, and using ranked choice voting.  
Similar in many respects to HF 1280 (Sanders, R-Blaine) in 
Spotlight 15-04. 

LABOR 
HF 2103 (Gruenhagen, R, Glencoe, 4229) 
Requires MMB to determine the percentage increase in 
Minnesota’s private sector gross domestic product for the previous 
calendar year, based on data from the federal Bureau of Economic 
Analysis, by July 1 annually.  Prohibits public employers from 
entering into a collective bargaining contract if the anticipated 
annual percentage increase in employer costs in any year of the 
contract is greater than the most recent annual state private sector 
GDP growth rate.  Forbids arbitrators from issuing awards that 
would cause the public employer to violate this prohibition. 

LEGISLATURE 
HF 1974 (Anderson, S., R, Plymouth, 5511); and SF 1888 
(Gazelka, R, Nisswa, 4875) 
Codifies various redistricting principles. 

MINIMUM WAGE 
SF 1941 (Dahms, R, Redwood Falls, 8138) 
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).  Companion to HF 1027 (Garofalo, R-Farmington) in 
Spotlight 15-04. 

STATE AND LOCAL GOVERNMENT 
HF 2013 (Knoblach, R, St. Cloud, 6612) 
Requires the state’s economic forecasts to include estimates of the 
impact of an average recession on revenues and expenditures if the 
recession began one year from the date of the forecast. 
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It is probably worth noting that the other sponsor of this 
proposal is the DFL lead on the Ways and Means Committee, Rep. 
Lyndon Carlson. 

SF 1727 (Nienow, R, Cambridge, 5419) 
Authorizes the city of Taylors Falls to establish and exercise 
development zone powers (essentially identical to border city 
development zones).  Allocates $100,000 to the city to provide 
state tax benefits for the zone.  Companion to HF 1797 (Barrett, 
R-Lindstrom) in Spotlight 15-05. 

SF 1851 (Pederson, R, St. Cloud, 6455) 
Prohibits state agencies from fining local units of government for 
violating state laws. 
SF 1958 (Skoe, DFL, Clearbrook, 4196) 
Makes three changes to the funding approved in the 2014 second 
omnibus tax bill for the Lewis and Clark water project: 
 Increases from $45 million to $50 million the aggregate limit 

of bonds for the project that affected governments may issue 
 Eliminates the requirement that the debt service aid provided 

by the state for the project be reduced by 50% of any federal 
aid received to fund the project 

 Stipulates that the election to approve a local sales tax in the 
city of Luverne must be held at a general election prior to 
Dec. 31, 2020. 

Companion to HF 1438 (Hamilton, R-Mountain Lake) in Spotlight 
15-05. 

TAX ADMINISTRATION/GENERAL POLICY 
HF 1957 (Youakim, DFL, Hopkins, 9889) 
Requires the Department of Revenue to develop and implement a 
free electronic filing system for individual income tax returns to 
be available for the filing and payment of 2015 no later than Jan. 
15, 2016.  Appropriates an undefined amount of money.  
Companion to SF 1678 (Rest, DFL-New Hope) in Spotlight 15-05. 

HF 1982 (Loeffler, DFL, Minneapolis, 4219) 
Authorizes the Department of Revenue to disclose tax information 
to the Department of Human Services as necessary to verify 
eligibility for the Medical Assistance program. 

This proposal is also a part of the Department of Revenue’s 
Policy Bill. 

SF 1787 (Ortman, R, Chanhassen, 4837) 
Requires Revenue’s Tax Incidence Study to include information 
on the distribution of federal taxes borne by Minnesota residents.  
Companion to HF 1775 (Davids, R-Preston) in Spotlight 15-05, 
where there is a comment. 
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