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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). 
 As the length of this edition of Legislative Spotlight suggests, 
legislators have started to put their ideas into bill form with a 
vengeance – for all intents and purposes there were as many bills 
introduced in the House and Senate over the last two weeks as 
there were during the first four weeks of this session. 
 Compounding the situation: we have been doing this for many 
years and we can never remember so many tax bills designed to 
give specific tax breaks in order to promote very specific activities 
— many of which are accompanied by layers of eligibility 
conditions which would make a tax administrator’s head spin. For 
a state that generally expresses so much skepticism about the 
ability of taxes to affect behavior, it really is quite remarkable. 

FROM THE COMMITTEE ROOMS 

Senate Tax Committee Hears Governor’s Tax 
Proposals 

The Senate Tax Committee heard Commissioner of Revenue 
Cynthia Bauerly’s overview of Governor Dayton’s proposed tax 
initiatives, as laid out in SF 726.  Any feeling of déjà vu can be 
explained by the fact that most of these provisions are reprised 
from last year with an occasional tweak.  The bill includes a 
number of corporate tax provisions that the commissioner 
designated as “tax fairness” and leveling the playing field.   The 
provisions seem to be addressing issue that affect a small  number 
of taxpayers, but which when taken together would raise $66 
million for the general fund in FY 18-19 and about $57 million in 
FY 20-21.  For the record, those provisions are: 

 Including non-admitted insurance companies in a filer’s 
combined unitary business return 

 Taxing “installment sales” of businesses by accelerating 
recognition of the gain 

 Eliminating the discrepancy in the apportionment of mutual 
fund income, where income of corporately-managed funds is 
apportioned based on where the shareholders are located and 
S-corp-managed funds and apportioned based on where the 
mutual fund is located 

 Excluding dividends received from debt-financed stock when 
calculating the dividend received deduction 

 Disallowing the dividend received deduction for Subpart F 
income (relating to income from Controlled Foreign 
Corporations – a foreign corporation in which U.S. persons 
own more than 50% percent of the corporation's stock, as 
measured by vote or value) 

 Expands the definition of “financial institution” to include all 
entities, including partnerships and LLCs, that perform the 
activities of a financial institution. 

 “Preventing transactions meant only to evade taxes” (a.k.a. 
economic substance provisions) 

 Creating a 16% base year percentage for the R&D credit 
when records for the base year are not available. 

The governor is also proposing tax changes in a number of 
other areas.  Those changes include, but are not limited to, the 
following. 

Railroad property taxes: The Governor’s position is that certain 
provisions related to railroad taxes are outdated.  Specifically, the 
proposal would: 
 Expand the tax base to include rolling stock, trestles, and 

bridges and increase the state general levy to capture the 
increased base. 

 Change the valuation method from the Wisconsin Blue Chip 
method to historical cost less depreciation. 

Individual income tax credits: The proposal would: 
 Spend $60 million in FY 2018-19 on the child and dependent 

care credit by making it refundable, setting the state credit 
equal to the federal credit, and increasing the income 
threshold above which the credit phases out. 

 Spend $93 million in FY 2018-19 to expand the eligibility for, 
and generosity of, the Working Family Credit  

Aids to Local Governments: Provides the following permanent 
increases in aids to local governments 
 $20 million per year for Local Government Aid 
 $10 million per year for County Program Aid 
 $10 million per year for counties and Native American tribes 

for out-of-home placement aid relating to the Indian Child 
Welfare Act 

 $10 million per year for Riparian Protection Aid 

Provider taxes: The proposal would eliminate the repeal of the 
MinnesotaCare provider taxes, scheduled to go into effect 1/1/20. 

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. Likewise it 
could be responsibly addressed in the same way as residency 
testing: statutory language that in this case clearly and 
unambiguously lists what specific transactions would be found in 
violation of economic substance. 

The proposed changes to the state’s railroad property tax 
regime include the provisions seen before which stand a good 
chance of running up against federal law.  Industry representatives 
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have questioned in the past whether selectively taxing railroad 
personal property would violate the provisions of the federal 
Railroad  Revitalization and Regulatory Reform Act of 1976 – 
which prohibits rail transportation property from being treated less 
favorably than other commercial or industrial property.  The 
courts have generally ruled in favor of railroads on these issues, 
and the fact that the legislation includes a severability clause 
pertaining to this issue says a lot about what the state’s chances in 
court might be. 

Committee members asked very few questions and made few 
comments during the hearing, due largely to their desire to 
accommodate the substantial numbers of people who wished to 
testify on the bill during the allotted time for the committee to 
meet.  The most telling comments may have come from the 
majority leader, Senator Gazelka, who expressed his belief that the 
proposal did not deliver much “true tax relief”, especially given a 
$1.4 billion surplus; and that adding $80 million in additional 
corporate tax revenues is the wrong way to go.  Notably, these 
provisions didn’t make it into the 2016 tax bill – and that was with 
a DFL-controlled Senate.  It’s hard to imagine how these corporate 
and railroad provisions will find their way into this year’s bill. 

Evaluation Report on Research and Development 
Credit Released; Lawmakers React 

Minnesota’s Research and Development (R&D) tax credit 
took center stage in the Senate Tax Committee on February 9th, as 
staff from the Office of the Legislative Auditor (OLA) presented 
the findings from their evaluation of the credit.  To put the credit’s 
use into perspective, in 2014 67% of the $50 million in credits 
were claimed by C corporations; and those C-corps claiming the 
credit tend to be large (the largest 20% -- as measured by national 
sales – claim two-thirds of the C-corp share) and/or located in the 
manufacturing sector (65% of the total C-corp share). 

The OLA evaluated the credit’s effect on employment and 
earnings using an economic model developed by the Pew 
Charitable Trusts, which examined both direct effects, indirect 
effects from the increased supply needs necessitated by credit-
related spending, and induced effects as employees take the wages 
coming from the tax credit and spend them, benefitting the local 
economy.  Program evaluators determined that economic activity 
directly associated with credit-related spending increased jobs and 
earnings over the study period (2008-2014).  However, the “net 
fiscal benefit” (i.e., accounting for the benefits of added jobs and 
income, less the cost of additional public spending to 
accommodate the population growth) of $7.2 million was far less 
than the $32.3 million in tax credits claimed. 

The OLA also offered a number of administrative concerns 
with the program.  First and foremost, state statute does not 
specifically provide a purpose for the credit – which runs contrary 
to national research that tax incentives should have stated goals 
and objectives.  Businesses surveyed identified three main 
concerns with program administration: the length of time required 
for DOR to audit tax returns on which R&D credits are claimed, 
high costs of complying with those audits, and the reasonableness 

of the Department’s requests for information.  Finally, OLA staff 
noted that DOR does not currently collect or maintain the data that 
would be needed to periodically evaluate the credit. 

Reaction to the report was a mixed bag.  Assistant 
Commissioner for Business Taxes Jenny Starr noted that the 
Department agreed with the findings suggesting the need for DOR 
to improve its administrative practices.  She stated that the 
Department is already engaging in several activities designed to 
provide credit claimants and potential claimants with more 
information about the credit and how to comply with its 
requirements.  Committee discussion and questioned focused on 
the finding that the credit “did not pay for itself” – with many 
legislators clearly dismayed by that finding and Sen. David 
Senjem asking whether the results accounted for any activity that 
happened as a result of a research product moving out of the lab 
and onto the production floor.  (The answer was “no”.)  Sen. Kari 
Dziedzic wondered whether OLA staff could provide any insight 
into how smaller businesses could be enticed to use the credit 
more often, and Sen. Ann Rest asked a number of pointed 
questions about what objectives and goals legislators should 
consider in measuring the credit’s success. 

Lately, omnibus tax bills have been littered with “purpose 
statements” – a requirement coming out of the 2010 omnibus tax 
bill that each new or renewed tax expenditure include “a statement 
of intent that clearly provides the purpose of the tax expenditure 
and a standard or goal against which its effectiveness may be 
measured.”  Sometimes those purpose statements seem like a 
waste of time.  But – as this episode demonstrates – in an era 
where evidence-based policymaking is becoming more and more 
popular they are becoming ever-more necessary.  If the purpose of 
the credit is simply to recoup its costs through activities directly 
associated with research and development activities, it is a failure. 

However, the theoretical justification for the credit has always 
been based on the generally accepted economic principle that 
when private firms bear all R&D costs, they will have a tendency 
to underinvest in research that is productive from the perspective 
of the overall economy.  Our opinion has always been to base the 
credit on this idea and evaluate it from the perspective of fostering 
a business environment that creates what Prof. Michael Porter of 
the Harvard Business School refers to as an “agglomeration 
economy” – clustering businesses, suppliers, and associated 
institutions in particular fields to create a synergy that increases 
productivity with the potential to create the next “Silicon Valley”.  
If the R&D credit enhances an environment that creates the next 
Medtronic or 3M, then it is an investment well worth making. 

Public Pension Plans Unveil Yet Another Round of 
Repair Plans 

Pension plan directors formally unveiled their repair 
proposals last week at a meeting of the Legislative Commission on 
Pension and Retirement and were joined at the testimony table by 
a new face: Commissioner Myron Frans of MMB.  For the first 
time commission members could remember, a governor’s budget 
includes a pension repair proposal – a development which was 
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received warmly and gratefully on a bipartisan basis by 
commission members, who are unaccustomed to seeing the 
executive branch proactively and directly involved at the 
beginning of these challenging and often politically sensitive 
discussions. 

Specifics differed from plan to plan but the proposals were 
comprised of what might now be called the “standard fix” – 
phased-in contribution increases over the next several years, 
another fresh 30-year amortization schedule to pay off unfunded 
pension liabilities, and a reduction in the annual cost of living 
adjustment for retirees.  MSRS, PERA, and St. Paul Teachers’ 
proposals are predicated on lowering the expected investment 
return from 8.0% to 7.5% while TRA wishes to lower their 
expected investment return from 8.5% to 8.0%.  Governor 
Dayton’s budget proposal largely mirrored what the plans 
themselves recommended (including the reduced return 
assumption) with a few differences in the timing of contribution 
increases. 

Notably, the governor’s proposal picks up a lot of the tab for 
the increased costs these proposals would have on state 
government and school districts this biennium.  Interestingly, the 
governor’s budget provides an additional $4.5 million of direct aid 
to the PERA Police and Fire fund (which the PERA board did not 
request) while not including $5 million in additional direct aid to 
the more troubled St. Paul Teachers Fund, which its board did 
request.  Moreover, the Governor proposes an employer 
contribution schedule for St. Paul Teachers identical to TRA 
(2.0% over four years) rather than mirroring to the plan’s own 
board proposal (3.0% over four years).  We think one might be 
excused for reading between the lines here. 

All told, the governor’s budget provides $100 million in 
additional pension support from the state’s general fund for the 
coming biennium and commits to an additional $137 million for 
the FY 20-21 biennium.  However, that is less than the full cost of 
the employer contribution increases the pension funds’ repair 
plans call for, which the Commission estimates at $215.8 million 
for FY18-19.  The discrepancy is due to 1) the fact that the 
pension plans’ proposals phase in their contribution increases 
faster than the governor’s proposal (and accompanying aid) would 
– pushing the costs up earlier in the biennium; and 2) the 
governor’s pension support for MSRS only covers employer 
contributions that are paid from the general fund or direct 
appropriations.  Presumably, state agencies that pay employees out 
of special revenue (i.e. dedicated) funds will have to figure out 
how their operating budgets can absorb the higher pension costs 
for those employees.  Also, any payroll growth was not included 
in determining the necessary amount of money in the Governor’s.  
According to the LCPR, a 2.5% salary growth assumption using 
the plans’ contribution schedule adds an additional $10 million to 
the FY18-19 cost estimate. 

No less interestingly, LCPR staff have assembled a list of 
other potential cost savings changes for future discussion which go 
beyond the plans’ own proposals.  While these options do not alter 

the basic defined benefit structure, some of them would clearly 
alter the generosity of benefits and guarantee a standing room only 
crowd in the hearing room should Commission members ever 
seriously consider them. 

Finally, for the first time that we can remember, a legislative 
education finance committee (Senate) is devoting an entire hearing 
to pension finance – at which MCFE will be testifying.  Having 
this topic discussed outside the arcane world of actuarial assump-
tions and inside the world of district budgets and opportunity costs 
for educational delivery is a very welcome development.  

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, 2016 
 Property tax: Taxes levied in 2017, payable in 2018 
 Sales tax: Sales and purchases made after June 30, 2017 

HF 0893 (Davids, R, Preston, 9278); and SF 0726 
(Chamberlain, R, Lino Lakes, 1253) 
These are Governor Dayton’s tax initiatives.  See our article at the 
beginning of Legislative Spotlight for more information and links 
to the materials the Department has prepared on this proposal. 

Combinations of Taxes (Corporate and Individual Income) 

HF 0608 (Pierson, R, Rochester, 4378) 
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, so long as the sale or rental is 
made to a beginning farmer.  Provides for a 15-year carry-forward.  
Allows beginning farmers and livestock producers to claim an 
individual income or corporate franchise tax credit equal to the 
total cost of participating in an approved financial management 
program for the first three years of participation in the program.  
Provides for a three-year carry-forward.  Defines “beginning 
farmer” as a person who has farmed for 10 years or less (including 
non-farmers attempting to enter the profession), who intends to 
operate in Minnesota, who is not related by blood or marriage to 
the person selling or renting the assets, who has a net worth that 
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does not exceed the threshold for participating in the state’s Rural 
Finance Authority borrowing program for beginning farmers, who 
provides the majority of the day-to-day physical labor and 
management of the farm, and who participates in an approved 
financial management program. 

HF 0615 (Anderson, S., R, Plymouth, 5511); and SF 0540 
(Lang, R, Olivia, 4918) 
Conforms Minnesota’s individual income and corporate franchise 
tax regimes to the federal treatment of section 179 expenses. 

Although Minnesota’s partial conformity is ultimately an 
issue of timing rather than substance, the near-term impacts on 
state revenue collections are quite noticeable.  According to a 
2015 DOR Revenue Analysis, adopting full federal conformity for 
Section 179 expensing would have reduced general fund receipts 
by $78 million in FY 2016 (declining to $18 million by FY 2019). 

HF 0801 (Quam, R, Byron, 9236) 
Creates an individual income or corporate franchise tax credit for 
donations to a 501(c)(3) making grants to or on behalf of a parent 
or guardian of a child to pay for the cost of that child’s attending a 
nonpublic school, a charter school where 30% or more of the 
student body is eligible for free/reduced-price lunches, or a public 
or private preschool.  Requires that the family have income no 
more than 185% of the federal poverty level or participate in at 
least one of a number of named income support programs.  
Stipulates that once a child meets the eligibility requirements he or 
she becomes permanently eligible.  Sets the credit equal to 80% of 
the contribution.  Requires claimants to add any amounts used to 
claim the credit to their Minnesota taxable income, to the extent to 
which such amounts are not already included.  Companion to SF 
0402 (Senjem, R-Rochester) in Spotlight 17-02, where there is 
more information and a comment. 

HF 0868 (Jessup, R, Shoreview, 0141); and SF 0763 (Jasinski, 
R, Faribault, 0284) 
Removes the requirement that employers claiming the greater 
Minnesota internship tax credit specify that the intern would not 
have been hired without the credit.  Removes the prohibition 
against internships required to complete an academic program 
qualifying for this tax credit. 

HF 0993 (Lee, DFL, Minneapolis, 4262) 
Creates an individual income and corporate franchise tax credit for 
small businesses (defined generally as having 60 or fewer FTEs) 
that hire employees for a period of at least six months who are 
from a community of color, live in a low-income area, and are 
Minnesota residents on the date of hire.  Sets the credit equal to an 
unspecified portion of such an employee’s salary.  Limits the 
credit to an unspecified total amount for each such employee.  
Disallows the credit if the employer currently employs or had once 
employed the employee.  Companion to SF 0121 (Hawj, DFL-St. 
Paul) in Spotlight 17-01, where there is a comment. 

HF 1020 (Hamilton, R, Mountain Lake, 5373); and SF 0785 
(Goggin, R, Red Wing, 5612) 
Creates a temporary refundable individual income and corporate 
franchise tax credit equal to 40% of a filer’s investment in a 

qualified workforce housing project.  Stipulates that a “qualified 
workforce housing project” 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 an area served by a joint city-county economic 

development authority or in a census block with a population 
density of over 200 persons per square mile – either of which 
must be located in a greater Minnesota city which: 
o has at least 500 jobs, as measured in the QCEW; and 
o has (along with any city within 15 miles) had a rental 

vacancy rate lower than 4% for any two of the last five 
years. 

Caps the annual credit any single filer may claim at $1 million.  
Caps aggregate annual credit awards at $40 million for tax years 
2018 through 2023.  Creates a Workforce Housing Undersupply 
Ratio equal to the total number of full-time jobs in a project area 
divided by the number of persons aged 17 or older who are 
employed and living in the project area, and provides that projects 
be prioritized based on the ratio (with a higher ratio given greater 
priority).  Provides that credits may be transferred to other 
taxpayers.  Requires an annual report to the legislature. 

SF 0454 (Nelson, R, Rochester, 4848) 
Creates a credit against the individual income and corporate 
franchise taxes equal to 25% of the wages paid during a period of 
up to six weeks to an employee with tenure of at least one year 
while on parental leave.  Limits the maximum credit to the lesser 
of $3,000 or the employee’s normal hourly wage times the number 
of hours for which parental leave is taken.  Provides a five-year 
carryforward.  Creates a parallel refundable tax credit for 
employees who take unpaid parental leave and for whom an 
employer does not claim a parental leave credit.  Sets this credit 
equal to 25% times the number of weeks of unpaid leave taken, to 
a maximum of six, times the lesser of: 1) the claimant’s weekly 
wage for the current or previous year, whichever is greater; or, 2) 
$1,000 times a county-specific index based on infant child care 
rates as determined by the DHS market rate survey.  Companion 
to HF 0315 (S. Anderson, R-Plymouth) in Spotlight 17-02. 

SF 0484 (Goggin, R, Red Wing, 5612) 
Creates an individual income and corporate franchise tax credit for 
employers hiring military veterans.  Sets the credit equal to 10% 
of the wages paid to the individual, with a maximum credit of 
$3,000 for hiring a disabled veteran (i.e. who has a service-
connected disability rating); of $1,500 for hiring an unemployed 
veteran (i.e. who has received unemployment compensation at any 
time during the two-year period prior to the date of hire); and of 
$500 for hiring any 9/11 veteran (i.e. who was in active military 
service anytime on or after 9/11/2001 in a designated area).  
Limits the credit to the taxable year during which the qualifying 
hire was made.  Companion to HF 0270 (Franke, R-St. Paul Park), 
which was introduced in 1/17 but not summarized in any previous 
editions of Legislative Spotlight. 
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Combinations of Taxes (Corporate; Individual Income; and 
Property Tax Aids, Credits, and Refunds) 

HF 0816 (Thissen, DFL, Minneapolis, 5375) 
Identifies a list of 13 specific federal tax preferences to which 
Minnesota’s individual income, corporate franchise, and property 
tax refund regimes would automatically conform to.  Sets aside 
$20 million annually to pay for costs related to this federal 
conformity.  Directs the Department of Revenue to automatically 
conform any federal tax extenders related to these preferences that, 
in sum, do not project to cost more than $20 million in the first 
year.  Further directs DOR to conform to tax extenders in the order 
provided in the bill if the projected costs exceed that $20 million 
threshold.  Requires DOR to prepare draft legislation that would 
conform Minnesota Statutes to the appropriate federal items. 

The three federal tax preferences at the top of the list are: 1) 
discharge of qualified principal residence indebtedness; 2) 
mortgage insurance premiums treated as qualified residence 
interest; and 3) qualified tuition and related expenses. 

MCFE has historically advocated for conforming to federal 
tax law whenever feasible.  Conformity reduces burdens on tax 
administrators, makes the income tax easier for taxpayers to 
understand, and saves taxpayers money by requiring fewer 
accountant services.  Nevertheless, we have some concerns about 
this proposal.  Decisions about whether to conform to federal tax 
changes should be driven by robust and thoughtful discussion 
amongst policymakers.  This proposal simply sets a $20 million 
threshold for determining whether or not any changes are worth 
conforming to.  We’re troubled by having resources alone 
determine tax policy changes. 

Minnesota has historically had little trouble conforming to 
federal tax law changes – with the legislature sending a 
conformity bill to the governor very early in session.  If conformity 
is a priority and lawmakers are not scheduled to return to the 
capitol early enough in the year to make the process work during 
regular session, it is easy enough to arrange for interim committee 
hearings and a special session.  That’s a much more accountable 
way of making these decisions than this proposal provides for. 

Combinations of Taxes (MinnesotaCare and Sales) 

HF 0884 (Liebling, DFL, Rochester, 0573) 
Allows massage therapists to opt into collecting and remitting the 
health provider tax.  Imposes the health care provider tax on these 
massage therapists’ services, except those provided by a licensed 
health care facility or professional or upon written referral from a 
licensed health care facility or professional for treatment of illness, 
injury, or disease.  Exempts services these therapists provides 
from the sales tax. 

This proposal appears to be incenting massage therapists to 
voluntarily opt into the health provider tax regime by substituting 
the 6.875% sales tax on their services for the 2.0% provider tax.  
Note that massage services provided via medical referral are 
already exempt from the sales tax. 

Combinations of Taxes (Property and Sales) 

HF 1019 (Layman, R, Cohasset, 4936); and SF 0783 (Draheim, 
R, Madison Lake, 5558) 
Expands eligibility for the Greater Minnesota Job Expansion 
Refund Program to the seven-county metropolitan area.  Provides 
that any business in greater Minnesota may apply for the program, 
not just those which have been operating in Minnesota for at least 
one year.  Reduces the compensation level qualifying businesses 
must pay to their employees from 120% to 110% of the federal 
poverty line for a family of four ($24,600 for 2017).  Exempts any 
improvements to real property owned or leased by a business 
during the period when it participates in this program from the 
state general levy.  Also includes other provisions that deal with 
the circumstances under which participating businesses are subject 
to the state’s prevailing wage laws. 

This program was enacted as part of the 2013 omnibus tax 
bill and generally targets businesses located in greater Minnesota 
that operate in the “traded sector” and meet certain criteria 
relating to job growth and pay levels.  These businesses can claim 
a sales tax credit on purchases of taxable property and taxable 
services and construction materials and supplies primarily used or 
consumed at the qualifying facility; and equipment incorporated 
into real property at the qualifying facility. 

We can’t say we’re opposed to the goals the proposal is 
promoting, but once again we have a ridiculously complicated tax 
credit instead of a competitive grant program where the merits of 
the spending would have to be evaluated. 

Estate Taxes 

SF 0462 (Limmer, R, Maple Grove, 2159) 
Repeals Minnesota’s estate tax. 

Individual Income Taxes 

HF 0602 (Anderson, S., R, Plymouth, 5511) 
Expands eligibility for the education expense credit and deduction 
to include expenses for preschool programs operated by a school 
district; licensed preschools, nursery schools, and early childhood 
development programs; accredited Montessori programs, or child 
care provided by family day care providers holding a current 
DHS-approved early childhood development credential.  Sets the 
maximum subtraction for preschool-related expenses at $1,625 per 
child (the same as K-6 students currently).  Provides that expenses 
used to claim the dependent care credit may also be used to claim 
the education expenses credit and deduction. 

HF 0622 (Davids, R, Preston, 9278); SF 0457 (Chamberlain, R, 
Lino Lakes, 1253); and SF 0458 (Rest, DFL, New Hope, 2889) 
Prohibits the Department of Revenue and the court system from 
considering the location of an individual’s attorney, certified 
public accountant, or financial advisor; or the place of business of 
a financial institution at which an individual either applies for new 
types of credit or opens/maintains any type of account when 
determining if he or she is domiciled in Minnesota.  HF 0622/SF 
0458 further revise the definition of “resident” for domicile 
purposes so that any days during which an individual travels into 
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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, so long as the travel expenses are allowed 
under the Internal Revenue Code and claimed by the taxpayer as a 
deductible expense.  SF 0457 is the companion to HF 0182 
(Davids, R-Preston) in Spotlight 17-01, where there is a comment. 

HF 0656 (Lucero, R, Dayton, 1534) 
Provides a subtraction when calculating Minnesota taxable income 
for any payments made for health insurance premiums, unless they 
have already been excluded from federal taxable income or are 
used to claim the long-term care insurance credit. 

HF 0664 (Davids, R, Preston, 9278) 
Makes Minnesota’s credit for taxes paid to other states refundable 
for Minnesota residents with compensation coming from 
performing personal or professional services in Wisconsin (which 
is the same basis that reciprocity applied to). 

According to House Research, this bill is designed to give 
Minnesotans who work in Wisconsin the rough equivalent of tax 
reciprocity.  One problem with re-establishing the agreement with 
Wisconsin is that with the interaction between the two tax systems 
there are a number of Minnesota filers whose taxes would go 
down – with an impact on the state’s general fund.  Wisconsin has 
so far been unwilling to finance these costs.  The proposal 
wouldn’t eliminate the hassles associated with the lack of 
reciprocity – affected taxpayers would still need to file income tax 
returns in both Wisconsin and Minnesota – but it would alleviate 
the financial penalties some filers face. 

HF 0665 (Davids, R, Preston, 9278) 
Creates a refundable individual income tax credit equal to half of 
the amount an educator may deduct for federal purposes for 
purchases of classroom materials or supplies (currently $250 or 
less).  Requires nonresidents and part-year residents to allocate the 
credit based on the proportion of FAGI that is Minnesota-sourced. 

HF 0735 (Peterson, R, Lakeville, 5387) 
Clarifies the definition of “eligible individual” with regard to the 
individual income tax credit for parents of stillborn children.  
Companion to SF 0029 (Rest, DFL-New Hope) in Spotlight 17-01. 

HF 0736 (Peterson, R, Lakeville, 5387) 
Authorizes employers to offer family and medical leave savings 
account, from which funds may be withdrawn to offset wages lost 
due to a family or medical leave taken pursuant to the Family 
Medical Leave Act.  Allows employers to make matching 
contributions to an employee’s account.  Exempts contributions of 
up to $6,750 annually to such an account from the individual 
income tax.  Adjusts the threshold annually for inflation (CPI).  
Imposes a penalty on unauthorized withdrawals from such an 
account equal to 20% of the withdrawal that is includable in 
FAGI.  Creates a refundable credit against the individual income 
tax equal to the additional federal income tax liability that is 
created because the state-level subtraction the proposal creates is 
not effective at the federal level.  Requires nonresidents and part-
year residents to allocate the credit based on the proportion of 
FAGI that is Minnesota-sourced. 

HF 0820 (McDonald, R, Delano, 4336); and SF 0687 (Senjem, 
R, Rochester, 3903) 
Creates an individual income tax credit equal to $2.50 times the 
number of months a filer’s employer pays fees, dues, or 
membership expenses to a fitness facility on the employee’s behalf 
or reimburses the employee for direct payment of such expenses.  
Requires a filer to use the facility “for the preservation, 
maintenance, encouragement, or development of physical fitness” 
at least eight times in a month to claim the credit for that particular 
month.  Limits the maximum credit to $30 per year per filer.  
Prohibits a filer from claiming the credit unless if such benefit is 
provided to a broad group of employees that must extend beyond 
“highly compensated employees” (as defined in the Internal 
Revenue Code) or any other group that includes only executives, 
directors, and other managerial employees. 

The rationale for this proposal is that it would effectively 
create horizontal equity between the way Minnesota’s tax code 
treats the value of employer-paid on-premises athletic facilities 
provided to employees and the value of employer-paid 
memberships for off-premises athletic facilities.  That being said, 
the requirement that a person use a fitness facility eight times in 
any month sounds like an enormous administrative headache for 
everyone involved and almost certainly outweighs the horizontal 
equity being created. 

HF 0834 (Lohmer, R, Stillwater, 4244); HF 0835 (Lueck, R, 
Aitkin, 2365); SF 0424 and SF 0425 (Limmer, R, Maple Grove, 
2159) 
These four proposals exempt Social Security benefits from the 
individual income tax.  SF 0424 provides for an immediate full 
exemption beginning tax year 2017.  HF 0834, HF 0835 and SF 
0425 phase in the subtraction as follows: 

Tax 
Year 

Share of Social Security 
Income Subtracted 

SF 0425 HF 0834 HF 0835 
2017 25% 32% 10% 
2018 50% 32% 20% 
2019 75% 43% 30% 
2020 100% 55% 40% 
2021 100% 67% 50% 
2022 100% 77% 60% 
2023 100% 89% 70% 
2024 100% 100% 80% 
2025 100% 100% 90% 
2026 100% 100% 100% 

HF 0834 is the companion to SF 0401 (Senjem, R-Rochester) and 
HF 0835 is the companion to SF 0403 (also Senjem); both in 
Spotlight 17-02.  See HF 0213 in Spotlight 17-01 for our 
comments on this issue. 

HF 0869 (Metsa, DFL, Virginia, 0170) 
Authorizes filers to subtract Social Security benefits included in 
federal taxable income when calculating Minnesota taxable 
income.  Limits a complete subtraction to taxpayers with 
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provisional income of $71,000 or less if filing married-joint or 
$55,000 or less otherwise.  Defines “provisional income” as 
modified adjusted gross income (as defined by the IRS) plus 50% 
of Social Security benefits.  Adjusts the thresholds annually for 
inflation using the CPI.  Reduces the subtraction on a dollar-for-
dollar basis equal to whatever amount of provisional income the 
taxpayer has in excess of the applicable threshold. 

The policy issue here is that these thresholds above which 
Social Security income is taxed have not been adjusted since they 
were put in place in the mid-1980s – creating a version of 
“bracket creep” since inflation has eroded the purchasing power 
of the original $32,000 level for married-joint filers and $25,000 
level for other filers.  This proposal would help protect against 
senior poverty and ensure basic living standards continue to be 
assured, and deserves consideration. 

HF 0870 (Murphy, E., DFL, St. Paul, 8799) 
Creates a refundable individual income tax credit for filers who 
exceed the income eligibility limit for Medicaid and are ineligible 
for a federal premium tax credit because either: 1) the filer’s 
household income exceeds 400% of the applicable federal poverty 
guidelines; 2) the filer has access to an employer-sponsored health 
care plan through a spouse’s employer that is deemed minimum 
essential coverage and where the employee’s annual premium 
exceeds the federally-required contribution percentage; or 3) the 
filer purchased a qualified plan through MNsure under which 
he/she is insured for the entire period for which the credit is 
claimed.  Sets the credit equal to the annual premium cost of the 
applicable second lowest silver plan available to the taxpayer 
minus 9.6% of the taxpayer’s modified adjusted gross income.  
Companion to SF 0059 (Lourey, DFL-Kerrick) in Spotlight 17-01. 

HF 0882 (Davids, R, Preston, 9278) 
Authorizes filers to subtract any discharge of indebtedness related 
to qualified education loans incurred to pay for expenses related to 
a graduate degree program when calculating Minnesota taxable 
income, so long as the discharge followed the filer’s completion of 
an income-driven repayment plan. 

HF 0917 (Kiel, R, Crookston, 5091); and SF 0728 (Johnson, 
M., R, East Grand Forks, 5782) 
Creates a refundable individual income tax credit for filers who 
purchase and install a residential biomass heating system during 
the taxable year equal to the lesser of 33% of the system’s 
purchase price or $5,000.  Effective tax years 2018 through 2022 
only.  Requires DOR to report to the legislature on the program, 
including recommendations for making the credit permanent. 

HF 0950 (Koznick, R, Lakeville, 6926) 
Reduces the individual income tax rates as follows: 

Bracket 
Tax Rate 

Current Proposed 
First 5.35% 5.225% 

Second 7.05% 6.925% 
Third 7.85% 7.725% 
Fourth 9.85% 9.725% 

Based on the latest information we have from the Department 
of Revenue, we project this would to reduce income tax collections 
annually by somewhere in the neighborhood of $200 million. 

HF 0955 (Garofalo, R, Farmington, 1069) 
Eliminates the top (9.85%) individual income tax bracket.  
Reduces the alternative minimum tax rate from 6.75% to 6.4%. 

HF 0991 (Kiel, R, Crookston, 5091); and SF 0469 (Clausen, 
DFL, Apple Valley, 4120) 
Creates a refundable individual income tax credit equal to any 
additional federal income tax paid on early withdrawals from 
qualified retirement plans that are used for qualified long-term 
care expenses. 

SF 0502 (Clausen, DFL, Apple Valley, 4120) 
Creates a refundable credit against the individual income tax for 
contributions to a Section 529 college savings plan, as follows: 

Income range (FAGI) 
by filingtype 

% of contribution 
which may be 

claimed as credit Individual Married-joint 
All incomes ≤ $80k 50% 

NA  Over $80k to $100k 25% 
NA Over $100k to $120k 10% 
NA Over $120k to $160k 5% 

Limits the maximum annual credit to $500.  Adjusts the income 
ranges annually for inflation (CPI).  Requires taxpayers taking 
nonqualified distributions to pay the lesser of 10% of the 
distribution or the sum of credits received in all years. 
Creates a subtraction from Minnesota taxable income for 
individual income tax filers equal to the net contributions (i.e., 
contributions less withdrawals) made to a Section 529 plan.  Caps 
the subtraction at $3,000 for married-joint filers and $1,500 for all 
other filers.  Disallows any contributions that are rollovers from 
other 529 accounts.  Prohibits filers from claiming the subtraction 
if they claim the Section 529 college savings plan credit this 
proposal creates elsewhere.  Companion to HF 0521 (Wills, R-
Rosemount) in Spotlight 17-02, where there is a comment. 

SF 0523 (Anderson, P., R, Plymouth, 9261) 
Sets the maximum tax rate for active pass-through income at 
7.85%.  Makes conforming changes to the marriage credit.  
Companion to HF 0328 (S. Anderson, R-Plymouth) in Spotlight 
17-02, where there is a comment.  See also our “From the 
Committee Rooms” article in that issue on the House Tax 
Committee’s hearing on HF 0328. 
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SF 0524 (Pratt, R, Prior Lake, 4123) 
Creates a refundable individual income tax credit of $2,500 for 
currently-licensed K-12 teachers who complete a master’s degree 
program at an accredited university in a content area directly 
related to his or her licensure field and for elementary teachers in a 
core content area in which the teacher provides direct classroom 
instruction.  Companion to HF 0574 (Urdahl, R-Grove City) in 
Spotlight 17-02, where there is more information and a comment. 

SF 0538 (Miller, R, Winona, 5649) 
Directs DOR to enter into an income tax reciprocity agreement 
with Wisconsin so long as both states agree 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 the 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”.  Companion to HF 0183 (Davids, R-Preston) in 
Spotlight 17-01, where there is a comment. 

SF 0646 (Bakk, DFL, Cook, 8881) 
Provides that income derived from an American Indian reservation 
by an enrolled member of the reservation while he or she lives on 
the reservation is considered “earned income” for purposes of the 
Working Family Credit.  Eliminates obsolete statutory language.  
Companion to HF 0513 (Swedzinski, R-Ghent) in Spotlight 17-02, 
where there is a comment. 

SF 0824 (Draheim, R, Madison Lake, 5558) 
Directs that individual income tax filers disregard gross income 
from discharges of indebtedness on principal residences and 
mortgage insurance premiums when calculating Minnesota taxable 
income, so long as those provisions apply at the federal level. 

This is one way to get at the end-of-year tax extender/federal 
conformity issue – to simply enshrine a federal tax provision in 
Minnesota Statutes and make it effective if and only if the 
provision is in effect at the federal level. 

Lodging Taxes 

HF 1057 (Fenton, R, Woodbury, 1147) 
Authorizes the city of Woodbury to impose a lodging tax of up to 
2.0%.  Dedicates these revenues to finance capital expenses 
related to the renovation and improvement of Central Park.  
Reduces the maximum lodging tax rate the city has the general 
authority to impose for local convention/tourism purposes from 
3% to 3% less the special lodging tax rate the city imposes. 

SF 0586 (Wiklund, DFL, Bloomington, 7-8061) 
Clarifies that local lodging taxes are to be applied to the entire 
consideration paid to obtain access to lodging, including ancillary 
or related services, such as services provided by accommodation 
intermediaries and similar services.  Allows local governments 
imposing a lodging tax that is not collected by the Department of 
Revenue to limit the required filing and remittance of the tax by an 
accommodation intermediary to once in every calendar year.  

Companion to HF 0427 (Carlson, A., DFL-Bloomington) in 
Spotlight 17-02, where there is more information. 

MinnesotaCare Taxes 

HF 0641 (Dean, R, Dellwood, 3018); and SF 0519 (Jensen, R, 
Chaska, 4837) 
Exempts certain intergovernmental transfer payments associated 
with Medical Assistance from the gross revenues that are subject 
to the 1.56% hospital surcharge.  Includes other provisions that 
repeal a mandatory intergovernmental transfer. 

SF 0554 (Anderson, P., R, Plymouth, 9261) 
Exempts certain intergovernmental transfer payments associated 
with Medical Assistance from the gross revenues that are subject 
to the provider tax.  Companion to HF 0351 (Hertaus, R-
Greenfield) in Spotlight 17-02. 

SF 0694 (Hayden, DFL, Minneapolis, 4261) 
Eliminates the repeal of the MinnesotaCare provider taxes, 
currently scheduled for December 31, 2019.  Dispenses with the 
provisions that reduce the provider tax rate when projected 
revenues exceed 125% of projected transfers and expenditures.  
Provides for an increase in the medical assistance payment rate for 
physician services that meet certain requirements when projected 
revenues exceed 125% of projected transfers and expenditures, 
scaled such that revenues do not fall below the 125% of 
transfers/expenditures threshold.  Includes other provisions that 
clarify how money in the health care access fund may be used.  
Companion to HF 0430 (Schultz, DFL-Duluth) in Spotlight 17-02. 

Motor Vehicle Rental Taxes 

SF 0556 (Dahms, R, Redwood Falls, 8138) 
Dedicates proceeds from the 9.2% motor vehicle rental tax and 
associated 5% fee to the corridors of commerce program.  
Companion to HF 0460 (Swedzinski, R-Ghent) in Spotlight 17-02, 
where there is a comment. 

Motor Vehicle Sales Tax 

HF 0901 (Koznick, R, Lakeville, 6926) 
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). 

SF 0491 (Dahms, R, Redwood Falls, 8138) 
Expands the current exemption from the motor vehicle sales tax 
for townships for purchases of motor vehicles for use exclusively 
for road maintenance to all local governments except for school 
districts.  Companion to HF 0479 (Swedzinski, R-Ghent) in 
Spotlight 17-02. 

SF 0725 (Weber, R, Luverne, 5650) 
Increases from $3,000 to $5,000 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.   
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Property Tax (except Aids, Credits, and Refunds & TIF) 

HF 0606 (McDonald, R, Delano, 4336); HF 0726 (Drazkowski, 
R, Mazeppa, 2273); and SF 0665 (Nelson, R, Rochester, 4848) 
Phases out the commercial-industrial portion of the state general 
levy (HF 0606) or the entire state general levy (HF 0726 and SF 
0665) as follows: 

Taxes 
Payable 

Levy Amount ($ millions) 

HF 0606 HF 0726 SF 0665 

2017 $820.1 $863.8 $863.8 
2018 $655.5 $718.8 $862.6 
2029 $491.7 $575.0 $739.3 
2020 $327.8 $431.3 $616.1 
2021 $163.9 $287.5 $492.9 
2022 $0 $163.9 $369.7 
2023 $0 $0 $246.4 
2024 $0 $0 $123.2 

2025 and 
thereafter 

$0 $0 $0 

HF 0610 (Knoblach, R, St. Cloud, 6612); and SF 0487 (Relph, 
R, St. Cloud, 6455) 
Expands eligibility for homestead treatment for agricultural 
property owned by a trust if the owner is the surviving spouse of 
the grantor of the trust.  Specifies that contiguous tax parcels 
owned by a trust qualify for homestead treatment if they are 
owned by either 1) an individual and a trust of which the 
individual and/or his/her (deceased) spouse is the grantor; or 2) 
different trusts of which the grantors of each trust are any 
combination of an individual and/or his/her (deceased) spouse. 

HF 0632 (Pierson, R, Rochester, 4378); and SF 0774 (Nelson, 
R, Rochester, 4848) 
Expands the population range within which a township must fall 
in order to host a property tax-exempt apprenticeship training 
facility from 2,000 to 3,000 people to 1,400 to 3,000 people. 

HF 0636 (Poston, R, Lake Shore, 4293) 
Allows land farmed by a beginning farmer to qualify for the 
homestead classification.  Defines “beginning farmer” as a person 
who has a net worth that does not exceed the threshold for 
participating in the state’s Rural Finance Authority borrowing 
program for beginning farmers and who has not actively farmed 
agricultural property as a sole proprietor or with others for more 
than ten years in his or her lifetime.  Requires that the property 
have been classified as ag homestead immediately prior to when 
the beginning farmer began farming the property. 

HF 0767 (Mariani, DFL, St. Paul, 9714) 
Provides that property owners applying for homestead status may 
use a federal taxpayer identification number on the application 
instead of a Social Security number. 

HF 0818 (Petersburg, R, Waseca, 5368) 
Provides a personal property exemption for an electric generation 
facility. 

HF 0840 (Drazkowski, R, Mazeppa, 2273) 
Defines “benefit” for purposes of special assessments as the 
increase in the fair market value of the real property, as measured 
by the difference between what a willing buyer would pay a 
willing seller for the property before and after the improvement, 
based on the highest and best use of the land.  Directs that a 
benefit is only created if the land could be used for purposes that 
would benefit from the improvement. 

HF 0910 (Hilstrom, DFL, Brooklyn Center, 3709) 
Increases the maximum homestead property value exclusion 
amount under the disabled veterans homestead credit from 
$300,000 to $400,000.  Provides that veterans with a 100% 
temporary disability rating qualify for the maximum exclusion 
amount. 

HF 938 (Sundin, DFL, Esko, 4308); and SF 0792 (Lourey, 
DFL, Kerrick, 0293) 
Authorizes Carlton County to levy a property tax for recreation 
purposes. 

HF 0958 (Sundin, DFL, Esko, 4308); and SF 0692 (Lourey, 
DFL, Kerrick, 0293) 
Converts the Cloquet Area fire and Ambulance Taxing District to 
a special taxing district and clarifies that the district board may 
levy for providing either fire or ambulance services or for both 
services.  Clarifies the district’s ability to incur debt and directs 
that any municipality withdrawing from the district must continue 
any district levy related to indebtedness until the obligations 
outstanding on the day of withdrawal are satisfied. 

HF 1055 (Heintzeman, R, Nisswa, 4333) 
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%) 

HF 1059 (Howe, R, Rockville, 4373) 
Eliminates the annual application requirement for the disabled 
veterans homestead exclusion.  Provides that owners of such 
properties need only reapply if there is a change in the property’s 
ownership or in its use as a homestead. 

SF 0461 (Nelson, R, Rochester, 4848) 
Eliminates the automatic inflationary adjustments in the state 
general levy (effectively freezing it at its 2017 level of $862.6 
million).  Companion to HF 0484 (Peterson, R-Lakeville) in 
Spotlight 17-02, where there is a comment. 

SF 0509 (Mathews, R, Milaca, 8075) 
Provides that taxing jurisdictions in Mille Lacs County be 
reimbursed for property tax revenue lost because the federal 
Bureau of Indian Affairs place property into trust between 1/1/09 
and 12/31/06.  Requires the state to pay each jurisdiction an 
amount equal to what its property tax levy on the now-tax exempt 
property was in the year before the property became exempt for 
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five years.  Reduces those payments by 20% in each of the 
subsequent four years, and stops payments thereafter.  Companion 
to HF 0448 (Erickson, R-Princeton) in Spotlight 17-02. 

SF 0568 (Nelson, R, Rochester, 4848) 
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 0555 (Dettmer, R-Forest 
Lake) in Spotlight 17-02. 

SF 0575 (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 
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 0040 
(Quam, R-Byron) in Spotlight 17-01, where there is a comment. 

SF 0598 (Goggin, R, Red Wing, 5612) 
Provides that class 2b rural vacant land be treated the same 
agricultural property with respect to due dates for property tax 
payments and the ensuing timetable for imposing penalties for 
nonpayment.  Companion to HF 0163 (Drazkowski, R-Mazeppa) 
in Spotlight 17-01, where there is a comment. 

SF 0625 (Dziedzic, DFL, Minneapolis, 7809) 
Stipulates that the interest rates imposed on delinquent payments 
of property taxes and special assessments for homestead properties 
(the higher of 5% or 2% over the prime rate) also applies in 
instances of repurchases of forfeited homestead properties and 
sales of forfeited properties. 

In the 2014 tax bill, legislators enacted a new interest rate on 
confession of judgment contracts on delinquent property classified 
as 1a or 1b and used as the homestead of the owner.  This 
proposal would extend that treatment to these forfeited properties 
– any hearing on the bill will clarify whether this is deliberately 
designed to expand this treatment or is a remedial action designed 
to include a group of properties that legislators intended to 
include in the 2014 legislation. 

SF 0647 (Lourey, DFL, Kerrick, 0293) 
Creates a property tax exemption that applies to a commercial-
industrial parcel in Duluth that is owned by a Minnesota-based 
Indian tribe and which is used exclusively as a medical clinic.  
Limits the exemption to no more than two contiguous parcels and 
structures that do not exceed 20,000 square feet in the aggregate.  
Disqualifies any single-family housing, market-rate apartments, 
agricultural land, and forestry land.  Effective for taxes payable 
2017 through taxes payable 2028.  Companion to HF 0514 
(Sundin, DFL-Esko) in Spotlight 17-02, where there is a comment. 

SF 0764 (Anderson, P., R, Plymouth, 9261) 
Moves from September 15 to September 30 the date by which 
special taxing districts, except for the metropolitan council and 

metropolitan mosquito control commission, must annually certify 
their proposed property tax levy to the county auditor.  Companion 
to HF 0298 (Applebaum, DFL-Minnetonka) in Spotlight 17-02. 

SF 0820 (Chamberlain, R, Lino Lakes, 1253) 
Reduces the class rate on manufactured home parks from 1.25% to 
1.0% if a park owner, or on-site attendant as a park employee, 
satisfies 12 hours of qualifying education courses every three 
years.  Stipulates that those courses must be DOLI- or Department 
of Commerce-approved for continuing education in real estate or 
residential contractors and manufactured home installers.  Further 
requires that the courses must include two hours on fair housing; 
one hour on the Americans with Disabilities Act; four hours on 
legal compliance related to any of the following manufactured 
home-related topics: landlord/tenant, licensing requirements, or 
home financing; three hours of general education approved for real 
estate, residential contractors, or manufactured home installers; 
and two hours of HUD-specific manufactured home installer 
courses as required under state law. 

Essentially, the proposal would provide manufactured home 
parks with homestead property tax treatment if the park owners 
are willing to attend 12 hours of continuing education courses. 

SF 0842 (Weber, R, Luverne, 5650) 
Provides that property used for shrimp farming qualifies for 
classification as agricultural property. 

Shrimp farming in Minnesota?  Who knew? 

Property Tax – Aids, Credits, and Refunds 

HF 0603 (Drazkowski, R, Mazeppa, 2273); and SF 0802 
(Draheim, R, Madison Lake, 5558) 
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 times the tax rates tied to debt 
service levies and the debt service equalization program.  Creates 
an open and standing general fund appropriation to pay for it. 

HF 0609 (Backer, R, Browns Valley, 4929); and SF 0479 
(Miller, R, Winona, 5649) 
Increases the County Program Aid (CPA) appropriation by $40.5 
million, to $246.2 million beginning with aids payable 2018.  
Provides an additional $3 million in CPA to maintain the one-time 
CPA increases provided for in the first 2014 tax bill, effective 
through aids payable 2024.  Increases the appropriation annually 
based on any positive change in statewide net tax capacity per 
capita.  Allocates most of the additional aid to counties through 
the tax-base equalization aid (TBEA) formula.  Prohibits any 
county’s TBEA from falling below the lesser of 0.27% of the total 
appropriation (effectively setting a floor of about $370,000 for 
each county.  Caps any year-on-year decline in TBEA at 5%.  
Changes the TBEA factor used in the formula from N (which 
differs based on county population) times $185 per person less 
9.45% of the county’s adjusted net tax capacity to N times $190 
per person less 9% of the county’s net tax capacity.  Eliminates the 
dedication of roughly $130,000 of the tax-base equalization aid 
portion of CPA for Anoka and Washington Counties.  Repeals the 
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county transition aid program, which provides seven counties with 
a fixed amount equal to one-third of their 2005 CPA allocation (to 
compensate for a reduced distribution after the program’s first 
year). 

This proposal is comes from the recommendations of a 
working group convened by the Association of Minnesota 
Counties.  According to AMC, the initiative is designed to reduce 
volatility in the amount of aid provided and protect counties from 
losing significant funding when there is a sudden shift in their 
demographics.  The proposal has been offered in both the 2016 
and 2017 sessions, and has in both cases been authored by rural 
legislators on a notably bi-partisan basis. 

HF 0661 (Peterson, R, Lakeville, 5387); and SF 0741 (Koran, 
R, North Branch, 5419) 
Authorizes shareholders of manufactured home park cooperatives 
to include 17% of their ground lease payments when filing for the 
homestead credit state refund. 

This creates parity between manufactured home owners who 
own the homes outright and those who own the home as part of a 
cooperative for purposes of the homestead credit refund. 

HF 0663 (Hamilton, R, Mountain Lake, 5373); and SF 0492 
(Weber, R, Luverne, 5650) 
Directs the Department of Revenue to make LGA payments to the 
cities of Dundee, Jeffers, and Woodstock equal to the 2014 aid 
withheld because the cities failed to file calendar year 2013 reports 
with the State Auditor, so long as such reports for 2013 and 2014 
were filed with the OSA by June 20, 2015.  Makes up to $101,570 
of the FY 2015 LGA appropriation available for such a payment. 

This isn’t a new issue – in 2011, the omnibus tax bill provided 
LGA penalty forgiveness to 28 cities that had issues with filing 
required documents.  What this proposal highlights is that the 
depopulation of rural Minnesota has made it very difficult for 
some cities to continue to provide services as they have in the past.  
One of the underappreciated difficulties many very small rural 
cities face is finding qualified people to perform public duties.  
How local governments are structured and how they provide 
services needs to be rethought, especially in the Internet age. 

HF 0671 (Kiel, R, Crookston, 5091); and SF 0498 (Johnson, 
M., R, East Grand Forks, 5782) 
Creates a $3,000,000 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 0672 (Anderson, P., R, Starbuck, 4317); and SF 0476 
(Weber, R, Luverne, 5650) 
Increases the annual appropriation for city LGA by $22.8 million 
(to $542.2 million) for aids payable in 2018, and by another $22.8 
million (to $565.0 million) for aids payable in 2019 and thereafter. 

With authors that span the political spectrum, this proposal 
proves that the most powerful unifying force in the world and the 

one idea always able to bridge even the most rancorous 
ideological divide is free money. 

HF 0718 (Fabian, R, Roseau, 9635); and SF 0600 (Johnson, 
M., R, East Grand Forks, 5782) 
Directs the Department of Revenue to make an LGA payment to 
the city of Oslo equal to the 2013 aid withheld because the cities 
failed to file calendar year 2012 reports with the State Auditor, 
provided the OSA certifies that such statements were received by 
12/31/2013.  Appropriates $37,473.50 from the general fund. 

HF 0725 (Murphy, M., DFL, Hermantown, 2676); and SF 
0582 (Bakk, DFL, Cook, 8881) 
Sets the base year formula aid in the LGA program for the city of 
Rice Lake (which incorporated in 2015) at $115 times its 
population.  Effective for aids payable in 2017. 

HF 0754 (Drazkowski, R, Mazeppa, 2273) 
Directs that any city, county, or township making a payment or 
contribution to Expo2023 or any similar organization associated 
with running a world fair in Minnesota have their Local 
Government Aid or County Program Aid payment, as appropriate, 
reduced in the following year by the amount of such payment or 
contribution.  Limits the maximum reduction to the total aid 
scheduled to be paid to the relevant unit of government.  Directs 
that any savings associated with this provision remain in the 
general fund and not be redistributed to other units of government. 

HF 0760 (Metsa, DFL, Virginia, 0170); and SF 0583 
(Tomassoni, DFL, Chisholm, 8017) 
Modifies the LGA formula for cities with 10,000 or more people 
so that the sparsity adjustment for cities with a population of less 
than 150 per square mile is 150 instead of 100 and sets the city 
revenue need equal to the calculation used for cities with 
population between 2,500 and 9,999.  Prohibits LGA payments to 
the city of Biwabik from falling beneath the amount paid in 2003. 

HF 0773 (Murphy, M., DFL, Hermantown, 2676); HF 0849 
(Gunther, R, Fairmont, 3240); SF 0615 (Bakk, DFL, Cook, 
8881); and SF 813 (Rosen, R, Vernon Center, 5713) 
All three proposals modify the formula aid calculation in the LGA 
program so that it equals the product of the difference between its 
unmet need and its certified (instead of formula) aid in the 
previous year times the aid gap percentage.  Provides that aid for 
three cities that is distributed “off formula” does not factor into the 
calculation.  Companion bills HF 0773/SF 0615 also include the 
following provisions.  
 Require that the aid gap percentage be the same for all cities.  
 Direct that LGA payments to a city in 2017 be increase to 

match the 2016 levels if: 1) its certified aid under the program 
declined between 2016 and 2017 and 2) its certified aid for 
2016 is less than its unmet need for 2017.  

 Provide that such adjustments be aid corrections that are 
incorporated into the calculations for payable 2018 aids. 

Companion bills HF 849/SF 813 do not include the bulleted 
provisions above, but instead modify the transition mechanism for 
cities moving between the medium-size city (2,500-10,000 
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population) and the large city (10,000-plus) need formulas in the 
LGA program by expanding eligibility for the transition from the 
10,000-10,500 range to the 10,000-11,000 range.  They also 
reduce the transition factor from 0.2% to 0.1% times the amount 
that the city’s population exceeds the minimum of its size 
threshold. 

According to House Research, the shared language between 
these two bills is designed to eliminate a glitch in the formula that 
was created as part of the 2014 changes to the LGA program. 

HF 0838 (Hansen, DFL, South St. Paul, 6828); and SF 0670 
(Klein, DFL, Mendota Heights, 4370) 
Increases the city of West St. Paul’s LGA payment increased by 
$1 million for aids payable 2018 through 2029. 

SF 0576 (Senjem, R, Rochester, 3903) 
Requires a city receiving local government aid to dedicate the 
proportion of its aid generated by the pre-1940 housing percentage 
and 1940-1970 housing percentage factors to fund housing 
development, redevelopment, and rehabilitation programs.  
Companion to HF 0080 (Quam, R-Byron) in Spotlight 17-01. 

Property Tax – Tax Increment Financing 

HF 0619 (Jurgens, R, Cottage Grove, 3135); and SF 0435 
(Schoen, DFL, Cottage Grove, 8060) 
Provides that the five-year rule has been met for the Gateway 
North TIF district in Cottage Grove if the activities are undertaken 
prior to December 31, 2017. 

HF 0709 (Slocum, DFL, Richfield, 7158); and SF 0553 (Torres 
Ray, DFL, Minneapolis, 4274) 
Extends the duration of the Cedar Avenue TIF District in the city 
of Richfield by 12 years. 

HF 0732 (Smith, R, Maple Grove, 5502); and SF 0446 
(Limmer, R, Maple Grove, 2159) 
Modifies the special rules for a TIF district in the city of Maple 
Grove that were enacted in 2014. 

HF 0973 (Youakim, DFL, Hopkins, 9889); and SF 0690 (Latz, 
DFL, St. Louis Park, 7-8065) 
Authorizes the city of St. Louis Park and its EDA to use all 
increment generated from the extended duration of its Elmwood 
Village TIF District for the purposes of financing infrastructure 
improvement within or adjacent to the district. 

HF 0999 (Whelan, R, Ramsey, 1729); and SF 0452 (Abeler, R, 
Anoka, 3733) 
Extends the five-year rule for the city of Anoka’s Greens of Anoka 
redevelopment TIF district. 

HF 1064 (Peterson, R, Lakeville, 5387); and SF 0757 (Hall, R, 
Burnsville, 5975) 
Modifies the special rules governing a TIF district in the city of 
Burnsville in a variety of ways. 

SF 0477 (Rest, DFL, New Hope, 2889) 
Makes various technical and minor policy changes to the state’s 
tax increment financing regime.  Companion to HF 0556 (Davids, 
R-Preston) in Spotlight 17-02.  A detailed summary of the 

proposal is beyond the scope of Legislative Spotlight; we will 
provide a link to the bill summary and any other relevant 
information when it becomes available. 

Sales Tax 

HF 0605 (McDonald, R, Delano, 4336); and SF 0426 (Jensen, 
R, Chaska, 4837) 
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 an undetermined amount.  Sets certain requirements the 
celebration must meet to qualify.  Extends the allowed duration of 
a short term lease for premises used for sales tax exempt fund-
raising events from five days to 25 days.  Similar in many respects 
to SF 0288 (Jensen, R-Chaska) in Spotlight 17-02. 

HF 0613 (Johnson, C., DFL, North Mankato, 8634); and SF 
0521 (Frentz, DFL, North Mankato, 6153) 
Authorizes the city of North Mankato to impose a 1.0% food and 
beverage tax.  Dedicates these revenues to finance the operating, 
maintenance, and capital costs for the Caswell Park Regional 
Sporting Complex; and costs related to regional tourism events. 
Stipulates that debt service payments related to the construction of 
the Caswell Park Regional Sporting Complex are allowable 
expenses. 

HF 0638 (Howe, R, Rockville, 4373) 
Dedicates the estimated sales tax revenues raised from the sale of 
motor vehicle parts over the course of the calendar year to the 
highway user tax distribution fund by July 15 of the subsequent 
year.  Directs that the estimate for calendar year 2016 be $150 
million. 

According to the Federal Highway Administration, the use of 
“other dedicated taxes and fees” as a share of total receipts used 
for Minnesota highway finance increased from 0% in 1995 to 
16.0% in 2014. 

HF 0659 (Torkelson, R, Hanska, 9303); and SF 0548 (Dahms, 
R, Redwood Falls, 8138) 
Allows the city of New Ulm to raise an additional $14.8 million 
from its existing sales and use taxes, to finance various named 
capital projects relating to parks and recreation. 

HF 0698 (Green, R, Fosston, 9918) 
Proposes to amend the Minnesota Constitution to substitute 
funding of deficient roads and bridges and clean water for the 
funding for outdoor heritage, clean water, parks and trails, and arts 
and cultural heritage currently provided for using revenues 
generated from the additional 0.375% sales tax approved by voters 
in 2008. 

MCFE did not support the constitutional amendment that 
dedicated new sales tax revenues for the outdoors, culture, and the 
arts for precisely the reason that seems to be driving this 
proposal.  Society charges policymakers with the responsibility for 
determining the size of governments’ budgets and their priorities.  
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Dedicated funding takes decisions about priorities out of 
policymakers’ hands – which is great until the money is wanted 
for some other purpose.  If we truly want to spend this money on 
something else, the constitutional amendment should instead be to 
eliminate the dedication of the proceeds and instead allow 
legislators to determine what the priority for this money should be 
through the regular budgeting processes. 

HF 738 (Gunther, R, Fairmont, 3240); and SF 0698 (Rosen, R, 
Vernon Center, 5713) 
Authorizes the city of Fairmont to impose a 0.5% sales and use 
tax, as approved by voters at the November 2016 general election.  
Dedicates these revenues to finance the capital and administrative 
costs of constructing and funding recreational amenities, trails, 
and a community center.  Authorizes bonding authority of up to 
$15 million for these projects.  Directs that the taxes must expire 
when sufficient revenues to finance the bonds have been collected 
or 25 years after imposition of the taxes, whichever is earlier.  
Authorizes the city to terminate the tax at an earlier time by 
ordinance.  Directs that any excess funds be deposited in the city’s 
general fund. 

HF 0757 (Nornes, R, Fergus Falls, 4946) 
Exempts the purchase of materials and supplies used or consumed 
in, and equipment incorporated into, the improvement of an 
existing structure located at a resort or a recreational camping 
area.  Specifically states that the exemption applies to such items 
used for a cabin located on resort property and any other structure 
available for use by guests of the resort or camping area. 

HF 0783 (Johnson, C., DFL, North Mankato, 8634); and SF 
0680 (Frentz, DFL, North Mankato, 6153) 
Authorizes the city of Mankato to raise an additional $47 million 
from its existing 0.5% sales and use tax, as approved by voters at 
the November 2016 general election.  Dedicates the revenues to 
fund a series of six capital projects relating to recreational and 
athletic facilities, flood control, water quality improvement, 
transit, public safety and emergency communications, or 
publically owned regional facilities.  Authorizes the city of North 
Mankato to raise an additional $15 million from its existing 0.5% 
sales and use tax by ordinance, as approved by voters at the 
November 2016 general election.  Expands the approved uses of 
revenues to include construction of regional athletic facilities. 

HF 0908 (McDonald, R, Delano, 4336); and SF 0789 (Jensen, 
R, Chaska, 4837) 
Expands the sales tax exemption for capital equipment purchases 
to include machinery and equipment restaurants use in the 
furnishing, preparing, or serving of prepared foods.  Exempts 
complementary meals and beverages a restaurant provides 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 0924 (Anderson, S., R, Plymouth, 5511) 
Expands the current sales tax exemption for construction materials 
for sports facilities and civic centers funded wholly or partially by 
a city of the first class (i.e. Minneapolis, St. Paul, Rochester, and 

Duluth) to include such materials used for facilities owned by the 
city of Plymouth.  Limits the total exemption for Plymouth to $2.5 
million. 

HF 0933 (Hamilton, R, Mountain Lake, 5373); and SF 0775 
(Weber, R, Luverne, 5650) 
Authorizes the city of Windom to impose a 1.0% sales and use tax 
and a $20 per vehicle excise tax, pursuant to voter approval.  
Dedicates these revenues to finance the costs of public facilities.  
Directs that the taxes must expire when $3.5 million in revenues 
have been collected or 15 years after imposition of the taxes, 
whichever is earlier.  Authorizes the city to terminate the tax at an 
earlier time by ordinance.  Requires excess funds be placed in the 
city’s general fund. 

Local sales tax proposals generally tend to be quite specific 
with regard to the projects the money is intended for.  It’s hard to 
think of another local sales tax bill we’ve seen that would use the 
money for such a generic purpose.  Might this be a crack in the 
wall of the state’s historical resistance to granting general local 
sales tax authority? It will be interesting to see how tax committee 
members respond. 

HF 0963 (Green, R, Fosston, 9918); and SF 0834 (Utke, R, 
Park Rapids, 9651) 
Exempts purchases MNDOT makes of materials, supplies, and 
equipment incorporated into road construction projects from the 
sales tax. 

This proposal indicates that we have effectively been moving 
gas tax money to the general fund.  It will be interesting to see 
how much gas tax money this saves, and how that compares to the 
proposals to dedicate sale tax revenues from auto parts, etc., for 
highway purposes.  If they turn out to be similar amounts, this 
would be a far, far better way to enhance funding for road 
construction. 

HF 0968 (Nornes, R, Fergus Falls, 4946); and SF 0660 
(Ingebrigtsen, R, Alexandria, 7-8063) 
Exempts purchases of clay targets by hunting clubs and retailers in 
the business of selling admissions to shooting facilities from the 
sales and use taxes, provided that the targets are either used in 
provided an on-premises shooting experience or sold at retail at 
the club or shooting facility. 

Yet another example of how the sales tax can be simple in 
theory (6.875% state rate times the price of the sale) but quite 
complicated in practice. 

HF 0969 (Nornes, R, Fergus Falls, 4946); and SF 0659 
(Ingebrigtsen, R, Alexandria, 7-8063) 
Exempts game release charges included in the admission or 
membership fees charged by game farms, shooting preserves, or 
hunting clubs from the sales and use taxes. 

SF 0460 (Dahms, R, Redwood Falls, 8138) 
Exempts construction materials or equipment incorporated into 
buildings or facilities used principally by: school districts; local 
governments; publically-owned hospitals or nursing homes; public 
libraries including library systems; nonprofit groups; hospitals, 
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outpatient surgical centers, and critical access dental care 
providers; nursing homes and boarding care homes from the sales 
and use taxes.  Exempts school district and local government 
contractors’ and subcontractors’ purchases of materials, supplies, 
and equipment used in public infrastructure of any kind from the 
sales tax.  Requires that the tax be collected upfront and then 
refunded upon application.  Also eliminates obsolete language in 
the affected sections of law.  Companion to HF 0299 (Swedzinski, 
R-Ghent) in Spotlight 17-02. 

SF 0466 (Eichorn, R, Grand Rapids, 7079) 
Exempts sales of building materials and supplies to nonprofit 
snowmobile clubs from the sales and use taxes if used to 
construct, reconstruct, maintain or improve state or grant-in-aid 
snowmobile trails.  Further requires such clubs to have received a 
DNR-administered state grant-in-aid grant in the current year or 
within the previous three-year period by applying for the grant 
with a local unit of government sponsor to qualify for the 
exemption.  Companion to HF 0363 (Davids, R-Preston) in 
Spotlight 17-02. 

SF 0478 (Housley, R, St. Mary's Point, 4351) 
Clarifies the definition of “end user” with regard to sales of 
specified digital products.  Companion to HF 0579 (Davids, R-
Preston) in Spotlight 17-02. 

SF 0496 (Lang, R, Olivia, 4918) 
Authorizes the city of Spicer to impose a 0.5% sales and use tax, 
as approved by voters at the November 2016 general election.  
Dedicates these revenues to finance the costs of pedestrian public 
safety improvements, park and trail capital improvements, and 
capital improvements to regional community facilities.  Directs 
that the taxes shall expire on December 31, 2027 or 10 years after 
imposition of the taxes, whichever is earlier.  Authorizes the city 
to terminate the tax at an earlier time by ordinance.  Companion to 
HF 0537 (Baker, R-Willmar) in Spotlight 17-02, where there is a 
comment. 

SF 0499 (Lang, R, Olivia, 4918) 
Authorizes the city of New London to impose a 0.5% sales and 
use tax, as approved by voters at the November 2016 general 
election.  Dedicates these revenues to finance the costs of 
constructing and equipping a new library and community room, 
constructing an ambulance bay at the fire hall, and improvements 
to the city’s Senior Citizen Center.  Authorizes bonding authority 
of up to $872,000 for these projects.  Directs that the taxes shall 
expire when the city council determines that funds sufficient to 
pay the costs of the projects are collected or 20 years after 
imposition of the taxes, whichever is earlier.  Authorizes the city 
to terminate the tax at an earlier time by ordinance.  Requires 
excess funds be placed in the city’s general fund.  Companion to 
HF 0536 (Baker, R-Willmar) in Spotlight 17-02. 

SF 0529 (Senjem, R, Rochester, 3903) 
Exempts the sale and purchase of Internet service machinery and 
equipment from the sales and use taxes.  Companion to HF 0054 
(Quam, R-Byron) in Spotlight 17-01. 

SF 0611 (Fischbach, R, Paynesville, 2084) 
Proposes to amend the Minnesota Constitution to dedicate sales 
tax revenues related to motor vehicle repair and maintenance to 
road funding.  Companion to HF 0323 (Howe, R-Rockville) in 
Spotlight 17-02, where there is a comment. 

SF 0629 (Rosen, R, Vernon Center, 5713) 
Exempts a nonprofit animal shelter’s purchases from the sales and 
use taxes if they are used directly in the activities of rescuing, 
sheltering, and finding homes for unwanted animals; and includes 
a specific list of items to which the exemption does not apply.  
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 includes the sales of 
prepared food, candy, and soft drinks at a fund-raising event; and 
includes a specific list of instances which would preclude the 
shelter from claiming the exemption.  Companion to HF 0487 
(Gunther, R-Fairmont) in Spotlight 17-02, where there is more 
information. 

SF 0630 (Rosen, R, Vernon Center, 5713) 
Exempts building materials, supplies, and equipment incorporated 
into the construction of a retail development consisting of retail 
space for a grocery store, fueling center, and other retail space by 
a nonprofit economic development corporation that is itself 
exempt from the sales and use taxes.  Requires any such 
development be located in a city with no grocery store and that the 
city be located at least 20 miles from another city with a grocery 
store.  Applies retroactively to purchases made after January 1, 
2013 and before January 1, 2017.  Requires that any refund be 
applied for.  Companion to HF 0504 (Gunther, R-Fairmont) in 
Spotlight 17-02. 

SF 0754 (Ruud, R, Breezy Point, 4913) 
Dedicates the estimated revenues from the sale of motor vehicle 
tires to the highway use distribution tax fund.  Phases in the 
dedication in equal steps over three years, beginning with a one-
third dedication of the calendar year 2017 revenues.  Companion 
to HF 0502 (Lueck, R-Aitkin) in Spotlight 17-02. 

Tobacco Taxes 

HF 0906 (Davids, R, Preston, 9278) 
Freezes the cigarette excise tax rate at its current 2017 rate of 
$3.04 per pack.  Eliminates the requirement that the cigarette 
excise tax rates be indexed to inflation. 

Wage Taxes 

HF 1013 (Metsa, DFL, Virginia, 0170); and SF 0830 (Kent, 
DFL, Woodbury, 4166) 
Establishes a state-sponsored program offering paid leave for 
individuals with serious health conditions, or who are providing 
family care, bonding (i.e., a parent spending time with a 
biological, adopted, or foster child in conjunction with the child’s 
birth, adoption, or placement) or are pregnant.  Imposes a wage 
tax on employers participating in the state’s unemployment 
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insurance program and on their employees on the same earnings 
subject to the Social Security taxes.  Imposes differential rates 
based on whether the employer opts into the family benefit 
program, the medical benefit program, or both.  Directs that 
different rates apply in 2018 through 2020 and sets maximum 
rates; all of which are left undetermined.  Provides a mechanism 
for adjusting rates, with the change in any year in the combined 
rate limited to 0.1% in either direction.  Creates the framework for 
administering the tax.  Exempts benefits paid from either program 
from the individual income tax. 

EDUCATION – FINANCE 
HF 0607 (Schultz, DFL, Duluth, 2228) 
Creates a grant program for Minnesota resident students in the U 
of M and MNSCU systems who are dependent students reporting 
a potential federal adjusted gross income (FAGI) of $125,000 or 
less on his/her FAFSA or an independent student reporting 
$75,000 or less of FAGI.  Sets the grant equal to the actual cost of 
tuition and fees at the student’s college of attendance, less any 
federal Pell grant received and any other scholarships awarded.  
Requires the student to make satisfactory academic progress with 
a cumulative GPA of 2.5 or more to maintain grant eligibility.  
Limits funding to undergraduate tuition and fees.  Companion to 
SF 0156 (Latz, DFL-St. Louis Park) in Spotlight 17-02. 

HF 0627 (Peterson, R, Lakeville, 5387) 
Increases the second-tier referendum revenue equalization 
allowance from $460 to $760 per pupil and the equalizing factor 
from $510,000 to $650,000.  Companion to SF 0012 (Wiger, 
DFL-Maplewood) in Spotlight 17-01. 

HF 0842 (Mariani, DFL, St. Paul, 9714) 
Creates a funding stream for schools equal to $704 times the 
greater of 20 or the number of students with limited or interrupted 
formal education; and $250 times the lesser of 1 or the quotient 
derived by dividing the percentage of total students in the district 
that have had limited or interrupted formal education by 0.115. 

The second portion of this revenue stream is essentially 
providing additional aid to districts where more than 11.5% of the 
student population has been classified as having “limited or 
interrupted formal education” – a term which is already defined 
in law. 

HF 0890 (Loon, R, Eden Prairie, 7449); and SF 0718 (Nelson, 
R, Rochester, 4848) 
This is the governor’s proposed E-12 budget proposal for FY 18-
19, which includes among other items a 2% increase in the basic 
per pupil funding formula in both years: from $6,067 to $6,188 per 
student in FY 18 and from $6,188 to $6,312 in FY 19. 

HF 1024 (Urdahl, R, Grove City, 4344) 
Increases the threshold under which a school district may qualify 
for small schools revenue from 960 to 1,500 pupils.  Changes the 
small schools revenue formula as follows: 

Current Proposed 
$544 10% of the basic formula allowance 
times times 

Pupil count The greater of 750 or pupil count 
times times 

The ratio of 960 
less pupil count to 960 

The ratio of 1,500 less the 
greater of 750 or pupil count to 1,500 

Companion to SF 0087 (Bakk, DFL-Cook) in Spotlight 17-01. 

EDUCATION – POLICY 
HF 0998 (Gruenhagen, R, Glencoe, 4229) 
Requires the Department of Education to undertake a detailed, 
independent analysis of the economic and education effects of 
conforming Minnesota’s special education laws with minimum 
federal requirements.  Provides a number of detailed items the 
cost-benefit analysis must include.  Requires a report to the 
Legislature. 

ELECTIONS 
HF 0654 (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.  Provide 
that any increase in the general property tax levy of a county or 
city of 500 or more (excluding any increase approved by voters at 
a general or special election) be subject to a reverse referendum if 
a number of voters equal to 10% of those voting in the last general 
election petition for such.  Provides that, if voters reject the 
general levy increase, the local government’s levy be set equal to 
the sum of its nondebt levy certified two years previous to the 
current year and any proposed levy amount dedicated to finance 
debt for capital purchases and projects. 

This proposal is a variation on the levy limits/tax limitation 
concept that many states have adopted over the last two-plus 
decades.  Instead of imposing a top-down, one-size-fits-all 
strategy, this bill instead would allow a group the size of 10% of 
those voting in the previous general election to ask for a reverse 
referendum on any property tax levy increase.  As such, it provides 
for more local control than most other measures we have seen. 

That being said, this bill treats the symptom (levy increases) 
of problems citizens might see in the property tax/local 
government finance system.  We wish more energy would be 
directed instead to the causes of the problem, especially the issues 
that undermine accountable and effective local control: a plethora 
of underfunded or unfunded spending mandates, an 
incomprehensible property tax system that severely distorts tax 
prices, and an aid system too easily co-opted to serve private 
interests operating within government than the public interest. 

HF 0748 (Freiberg, DFL, Golden Valley, 4176); and SF 0677 
(Hoffman, DFL, Champlin, 4154) 
Authorizes individuals under the age of 18 to vote at a primary 
election if he or she will be 18 years of age on or before the date 
of the general election and meets all other eligibility requirements 
for voting. 
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HF 0845 (Freiberg, DFL, Golden Valley, 4176) 
Enacts the Agreement Among the States to Elect the President by 
National Popular Vote.  Companion to SF 0016 (Rest, DFL-New 
Hope) in Spotlight 17-01, where there is a comment. 

LEGISLATURE 
HF 0599 (Vogel, R, Elko New Market, 7065) 
Creates a Legislative Budget Office (LBO) controlled by the 
Legislative Coordinating Commission to provide the two 
legislative chambers with nonpartisan, accurate, and timely 
information on the fiscal impact of proposed legislation.  Transfers 
duties for preparing fiscal notes & local impact notes to the LBO.  
Appropriates an undetermined amount of money.  Companion to 
SF 0078 (Kiffmeyer, R-Big Lake) in Spotlight 17-01, where there 
is a comment. 

HF 0645 (Liebling, DFL, Rochester, 0573) 
Prohibits former legislators, directors of a legislative caucus, and 
committee administrators from lobbying the legislature for one 
year after leaving legislative office or separating from 
employment, whichever is appropriate. 

Two questions: 1) how in the world will anyone enforce this 
measure, and 2) or else what? 

HF 0900 (Quam, R, Byron, 9236); and SF 0528 (Senjem, R, 
Rochester, 3903) 
Establishes a budget committee to consist of the commissioner of 
revenue or his/her designee, the commissioner of management and 
budget or his/her designee, and one member from each legislative 
caucus.  Transfers responsibility for forecasting state revenues and 
expenditures from the Department of Management and Budget to 
this budget committee.  Requires the budget committee to hold 
public hearings with state agencies to review their budget requests.  
Directs the budget committee to make the information it requests 
and reviews available online for public review.  Directs the budget 
committee to prepare a budget forecast and itemized report that 
outlines the appropriations that appear to be necessary to carry on 
state government in the succeeding budget period. 

HF 1065 (Thissen, DFL, Minneapolis, 5375) 
Expands the state’s Data Practices Act and Open Meeting Law to 
include the legislative branch.  Directs that legislative proposals, 
including preliminary drafts of bills, fiscal spreadsheets, and other 
working documents related to a legislative proposal be classified 
private/nonpublic data unless and until the proposal has been 
formally introduced as a bill.  Directs that e-mail correspondence, 
written memos, bill summaries, and any other data created, 
collected, or maintained by a legislator or partisan legislative staff 
member for the exclusive use of the members of a legislative 
caucus or group of legislators representing a specific party, 
geographic region, or political subdivision also be classified 
private/nonpublic data.  Requires three days notice for a legislative 
committee, division, subcommittee, working group, or legislative 
commission meeting; a one-day notice for an emergency meeting 
of one of those entities; and 12 hours notice for a conference 
committee meeting.  Prohibits a conference committee from taking 

action on the conference committee report unless the report has 
been made available to each conference committee member and to 
the public for at least 12 hours, not including the hours between 
midnight and 7am.  Requires conference committees to provide an 
opportunity for public testimony at the meeting in which it takes 
final action on adopting the committee report.   

SF 0769 (Kiffmeyer, R, Big Lake, 5655) 
Requires legislative approval for the adoption of administrative 
rules. 

Legislative language often cannot cover the multitude of 
circumstances in which questions arise with respect to 
interpreting, administering, and enforcing the law.  Hence 
administrative rulemaking, which bestows potentially significant 
influence to unelected experts in the state bureaucracy to interpret 
and apply the law.  We’d like to hear on hearing on this discussing 
the pros and cons. 

PENSIONS 
HF 0722 (Murphy, M., DFL, Hermantown, 2676) 
This is a comprehensive “financial solvency” proposal for the 
Teachers Retirement Association, which would make the 
following changes to the plan: 

 Increases the employer contribution rates as follows 
(employee rates remain unchanged at 7.5%): 

Fiscal Year 
Contribution Rate 

(% of payroll) 
Current 7.5% 

2018 8.0% 
2019 8.5% 
2020 9.0% 

2021 and beyond 9.5% 

 Requires employers to make contributions on the salaries paid 
to retirees re-employed in a TRA-eligible position. 

 Lowers the assumed rate of return on investments from 8.5% 
to 7.5% for FY 2018 through FY 2022, and then raises it to 
8.0% thereafter. 

 Extends the period for amortizing unfunded liabilities by ten 
years, to June 30, 2047 (resetting the total period to 30 years). 

 Reduces the annual cost-of-living adjustment (COLA) from 
2% to 1% for 2018 through 2022, and raises it to 1.5% 
beginning 1/1/2023. 

 Eliminates existing provisions that increase the COLA to 
2.5% when certain financial triggers are met. 

This proposal includes many features of failed past solvency 
attempts.  Gradually phased in contribution increases that are 
chronically short of what’s required?  Check.  Discounting the 
present value of future benefits based on expected returns 
reflecting significant investment volatility and risk?  Check.  
Pushing out payback obligations onto future taxpayers to keep 
current costs down?  Check.  Yo-yo COLA adjustments with 
increases that materialize regardless of whether progress is made 
on paying off pension debt ?  Check.  The Governor is ready to 
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pump $67-plus million this biennium in state aid to support this 
solvency package which would cost $157 million in the out-
biennium.  What would ever cause the white flag be raised? 

And we can’t help but note this as well.  A new state report 
highlighted the growing teacher shortage crisis in Minnesota 
resulting from fewer teachers entering the profession and more of 
them leaving the profession early.  Has anyone stopped to 
contemplate whether having 17% of salary redirected to deferred 
compensation from which an individual will not benefit for over 
35 years just might be a bit of a deterrent to a college loan-stuffed 
professional?  Moreover, studies have shown for many years early 
in a career the value of defined benefit pensions will be less than 
what is contributed to the system and teachers often have to work 
for decades before merely breaking even with pension 
contributions.  A study from the Urban Institute of Washington, 
D.C. concluded Minnesota teachers hired after 1989 must work 34 
years to break even!  Defined benefit plans are marketed as a 
retention tool.  They function more as a hostage situation. 

STATE AND LOCAL GOVERNMENT 
HF 0706 (Gunther, R, Fairmont, 3240); and SF 0565 (Ruud, R, 
Breezy Point, 4913) 
Limits the maximum appropriation from any of the legacy funds 
(parks and trails, outdoor heritage, and clean water) in a fiscal year 
to 95% of the projected balance. 

HF 0819 (Koznick, R, Lakeville, 6926) 
Requires school boards to implement policies that prohibit their 
employees from using district funds or other public resources to 
advocate for or against ballot questions, pending legislation, or 
election of a candidate for public office.  Requires school board to 
provide the district’s electorate with timely factual information 
about a pending ballot question. 

HF 0828 (Albright, R, Prior Lake, 5185) 
Expands the membership of the Metropolitan Council from 17 to 
27 members.  Eliminates the power of the governor to appoint the 
membership.  Provides for alternate membership as follows: one 
county commissioner of each metro-area county for two-year 
terms; one local elected official from each council district, as 
selected by the cities and towns in that district for two-year terms; 
the commissioner of transportation; and one person each 
representing nonmotorized transportation, freight transportation, 
and public transit, as appointed by the commissioner of 
transportation.  Prohibits the non-elected members from voting on 
matters unless that council is acting as the metropolitan planning 
organization for the region.  Requires a 60% vote of members 
present to adopt a levy, a metropolitan system plan, or an 
amendment to such a plan. 

HF 0829 (Hornstein, DFL, Minneapolis, 9281); and SF 0641 
(Dibble, DFL, Minneapolis, 4191) 
Provides for staggered terms for Metropolitan Council members.  
Expands the nominating committee from seven gubernatorially-
appointed members to 13 members.  Directs that three of the 
additional members be appointed by the Association of 

Metropolitan Municipalities and the other three be appointed by 
the Association of Minnesota Counties.  Requires council 
members have relevant experience in areas including, but not 
limited to, local government, transportation, housing, 
environment, and regional development.  Creates an Equity 
Advisory Committee to assist the council in looking at ways to 
reduce concentrations of poverty in the region and foster increased 
connections to social and economic opportunities.  Creates a 
stakeholder group to review and make recommendations on sewer 
availability charges for new or expanded outdoor seating at eating 
and drinking establishments. 

HF 0830 (Hornstein, DFL, Minneapolis, 9281); and SF 0642 
(Dibble, DFL, Minneapolis, 4191) 
Converts the Metropolitan Council from an appointed to an 
elected body, effective after the redistricting necessitated by the 
2020 census. 

SF 0480 (Senjem, R, Rochester, 3903) 
Provides additional investment authority for cities and counties 
with a population of at least 100,000 or which have a rating in the 
highest category from a national bond rating agency.  Provides 
that such governments may invest up to 15% of the cash and 
investments it holds for long-term capital planning, revenue 
stabilization reserves, and long-term obligations in U.S.-based 
mutual funds indexed to with the S&P 500 or the Dow Jones U.S. 
Total Stock Market Index, or with the Minnesota State Board of 
Investment.  Authorizes local governments which lose eligibility 
for such authority or whose investments exceed the 15% 
maximum to continue to manage its currently-invested fund but 
prohibits them from making additional contributions to the 
account.  Directs governments exercising this option to establish 
accounts with PERA, which is to act as the account administrator.  
Companion to HF 0409 (Albright, R-Prior Lake) in Spotlight 17-
02, where there is a comment. 

SF 0511 (Kiffmeyer, R, Big Lake, 5655) 
Repeals the state auditor enterprise fund and directs that its 
revenues instead accrue to the general fund.  Companion to HF 
0445 (S. Anderson, R-Plymouth) in Spotlight 17-02, where there 
is a comment. 

TAX ADMINISTRATION/GENERAL POLICY 
HF 0918 (Rosenthal, DFL, Edina, 7803) 
Directs the Department of Revenue to establish and implement a 
program for issuing private letter rulings to taxpayers to provide 
guidance as to how it will apply state law to a particular situation 
involving the taxpayer.  Prevents DOR from assessing additional 
individual income, corporate franchise, or sales taxes that are 
inconsistent with a written position the DOR took in a previous 
audit of the taxpayer, unless the Department has notified the 
taxpayer in writing, issued a contrary Revenue Notice, or the 
law/administrative rule has been changed in some material way.  
Broadens DOR’s authority to decline to impose tax penalties or 
abate them.  Dismisses the penalty to failure to pay tax if the total 
calculated penalty is less than $150.  Appropriates an unidentified 
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sum of money to DOR for establishing and administering the 
private letter ruling program. 

Last year when this proposal was introduced, it met with 
rather strong opposition by the Department of Revenue.  Since 
that time efforts have been made to improve the dialogue on the 
matters these provisions address, but there is clearly a belief in 
the business community that statutory remedies are still needed to 
provide taxpayer clarity, certainty, and protection. 

TRANSPORTATION 
HF 0677 (Petersburg, R, Waseca, 5368) 
Dedicates $50 million of any positive unrestricted budgetary 
general fund balance shown in a February economic forecast (i.e., 
any projected surplus less the amounts in the cash flow account, 
the budget reserve, and any already-mandated transfer of surplus 
dollars into the reserve) to the corridors of commerce program.  
Appropriates $300 million for the corridors of commerce program 
and authorizes bonding at that amount for such. 

This is a more blunt proposal than slicing off chunks of the 
general sales base and avoids making the tax committees a 
defacto appropriations arm by dedicating the money from a 
budget surplus, but the impact is the same – bypassing the 
obligations of the legislature by dedicating general fund revenues.  
The program-specific target in this bill would add a new 
disturbing new dimension and precedent to the whole dedication 
debate. 

HF 0894 (Hornstein, DFL, Minneapolis, 9281) 
Establishes a gross receipts tax on motor fuels with a rate of 6.5% 
at the wholesale level, effective Oct. 1, 2017, with a floor at an 
equivalent rate of 16.25 cents per gallon.  Increases the vehicle 
registration taxes on passenger autos as follows: 

Date Amount of Tax 
Current $10 plus 1.25% of the base value 

1/1/2018 $10 plus 1.35% of the base value 
7/1/2018 $10 plus 1.45% of the base value 
7/1/2019 $10 plus 1.50% of the base value 
7/1/2020 $20 plus 1.50% of the base value 

Imposes a metropolitan area transit sales and use tax of 0.5% in all 
seven metro-area counties and dedicates the proceeds to finance 
metro-area transit projects.  Imposes a $10 surcharge on motor 
vehicle transfers and registration renewals.  Includes other 
provisions related to transportation finance. 

The “Devils Dictionary of Taxation” defines gross receipts 
taxes as “an increasingly popular form of taxation created by 
people who weren’t paying attention in their public finance 
classes.” 

SF 0572 (Senjem, R, Rochester, 3903) 
Dedicates the $12 surcharge on vehicle parking violations to the 
highway user distribution trust fund. 

It’s not immediately clear how much money this would 
redirect away from the general fund toward dedicated 
transportation spending. 
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