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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). 
 Policy and finance committees across the House and Senate 
have been reviewing Governor Dayton’s budget, and his tax 
proposals are no exception.  The House Property Tax Division 
and the full House Tax Committee heard his budget last 
Wednesday, the 22nd, and his negotiating position is now on 
record.  The House and Senate will respond with their own plans, 
but those are still some 6-8 weeks off.  Despite agreement that the 
past is the past and it’s time to look forward, it’s clear the clunky 
end to the 2016 tax bill remains on legislators’ minds as well as 
some of the frustration it engendered. 
 Other than a couple of rifle shot provisions for specific 
development projects, there is no business tax relief in the 
Governor’s budget.  However, several provisions promoted as 
business tax fairness improvements are included and raise about 
$95 million for the coming biennium.  While it is safe to say House 
Tax Chair Davids is no fan of revenue enhancements, he 
expressed considerable support for the idea that the state 
corporate income tax needs to be “cleaned up” and that some 
structural features need reform. 
 Meanwhile, anticipation is growing about the size of the 
surplus in the upcoming economic forecast, which will be released 
the week of the 27th.  The January economic update, with data on 
November and December tax collections, may provide some 
foreshadowing: 

Summary of General Fund Receipts: Nov-Dec 2016 
($ millions) 

Revenue 
Source 

November 
Forecast 

Actual 
Variance vs. Forecast 

$ % 
Income Tax $1,781 $1,748 ($33) (1.9%) 
Sales Tax 873 877 4 0.4% 
Corporate Tax 240 237 (4) (1.5%) 
Other Revenues 835 839 4 0.5% 
Gen Fund Total $3,730 $3,701 ($29) (0.8%) 
 Note: Numbers do not add due to rounding 
 Source: Minnesota Management & Budget 
All told, general fund receipts were more or less where the state’s 
economists predicted – with less than a 1% variance from the 
forecast.  The decline in income tax revenues is a little concerning, 
and the economic update indicates that MMB will be reviewing its 
forecast for income tax withholding as it prepares the February 
forecast.  However, in the wake of the November elections the 
OECD bumped projected calendar year U.S. GDP growth by 
around 0.4 percentage points in 2017 and a little over 0.8 
percentage points in 2018 – thinking which may also find its way 
into the February forecast.  How all this nets out and its impact on 
our $1.4 billion surplus remains to be seen.  Stay tuned – we will 
have much more on this in our next edition. 

FROM THE COMMITTEE ROOMS 

House Tax Committee Hears Automatic Federal 
Conformity Proposal 

On February 14th the House Tax Committee heard testimony 
on HF 2876, a bill which proposes a method for conforming 
Minnesota’s individual income tax, corporate franchise tax, and 
property tax refund regimes to certain federal tax changes on an 
automatic basis.  As the bill’s sponsor, Rep. Paul Thissen (DFL-
Minneapolis) noted at the outset of his remarks, Congress 
regularly passes legislation that extends federal tax benefits near 
the end of the year, when the legislature is not in session.  This bill 
would automatically conform the state’s tax regime to a number of 
these provisions, which are explicitly listed in the bill, and would 
set aside $20 million to pay for the costs.  The Department of 
Revenue, which would be responsible for administering the 
provisions, would be prohibited from exceeding the $20 million 
threshold.  Because the proposal limits the resources available, it 
provides a set of priorities DOR must follow in determining which 
provisions to conform to if the total costs exceeds $20 million.  
According to materials prepared by House Research, those 
priorities are: 

 Computation of adjusted gross income used in Minnesota 
income tax, property tax refund, or homestead credit refund 
computations 

 Computation of Minnesota tax credits 
 “Timing” rules – i.e., rules that determine the period over 

which capital items are deducted 
 Exclusion of discharge of qualified principal residence 

indebtedness 
 Itemized deduction of mortgage insurance premiums 
 Deduction of qualified tuition and related expenses 
 Itemized deduction rules for medical care expenses by 

individuals aged 65 or older 

The $20 million pot of money would not be a one-time allocation, 
but instead the pot would be re-filled each year. 

Representatives from the Minnesota CPA Society and the 
Minnesota Association of Realtors both spoke in support of the 
proposal.  The CPA Society noted the costs associated with 
additional enforcement and compliance burdens that occur when 
Minnesota tax law decouples from the Internal Revenue Code, and 
promoted the proposal as something that would provide additional 
stability and certainty to taxpayers.  The Realtors argued that the 
proposal would help provide certainty for persons making 
decisions on “short sales”.  DOR Tax Policy Manager Paul 
Cumings testified that the proposal would increase the stability 
and predictability of the tax system.  He noted that the Department 
believes the bill is “administerable”, and would help the 
Department better prepare for each tax filing season.   

Committee members generally applauded the effort, with 
concerns about how conformity was handled over the last few 
years clearly on their minds, with members echoing themes of 
stability and predictability.  Rep. Lyndon Carlson asked how the 
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$20 million figure was arrived at – Joel Michael of House 
Research replied that the figure was arrived at by estimating what 
the typical cost of covering this group of tax extenders has been.  
Rep. Paul Marquart asked how the priorities were set in this order.  
Mr. Michael indicated that the decision was made “in consultation 
with the Department of Revenue and sort of common sense”; with 
low-cost, highly complex provisions at the top of the list – i.e., 
those that affect computation of adjusted gross income.  Within 
each group, items were listed in order of lowest to highest cost, so 
that the $20 million could be used to take care of the most number 
of extenders. 

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.  Although 
conforming to federal tax changes should be driven by thoughtful 
discussion amongst policymakers, this “common sense” approach 
appears to do a good job of threading the needle between the 
theoretical ideal and practical realities.  However, with major 
federal tax reform  in the air, it will be interesting to see what kind 
of test federal overhaul would pose for federal conformity 
generally and this bill specifically. 

Member Added to House Property & Local Tax 
Division 

Newly-elected House member Rep. Anne Neu (R-North 
Branch) has been added to the House Property and Local Tax 
Division.  Her addition to the division changes the partisan split to 
10 Republican and 6 DFL members. 

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 1226 (Davids, R, Preston, 9278) 
This proposal contains nonbudget policy and technical provisions 
proposed by DOR during the 2015 and 2016 legislative sessions 
and are identical to those contained in the vetoed 2016 omnibus 
tax bill.  The bill states that its intent is “to recreate, as closely as 

possible, the agreed-upon policy and technical provisions of 2016 
HF848”.  DOR has prepared two documents which summarize the 
bill; they can be accessed at 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
017_2018/hf1226(sf1219)_1.pdf and 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
017_2018/hf1226(sf1219)_pt_1.pdf. 

HF 1227 (Davids, R, Preston, 9278); and SF 1218 
(Chamberlain, R, Lino Lakes, 1253) 
This is the DOR policy bill.  DOR has prepared two documents 
which summarize the bill; they can be accessed at 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
017_2018/hf1227(sf1218)_1.pdf and at 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
017_2018/hf1227(sf1218)_pt_1.pdf. 

HF 1228 (Davids, R, Preston, 9278); and SF 1217 
(Chamberlain, R, Lino Lakes, 1253) 
This is the DOR technical bill.  DOR has prepared two documents 
which summarize the bill; they can be accessed at 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
017_2018/hf1228(sf1217)_1.pdf and 
http://www.revenue.state.mn.us/research_stats/revenue_analyses/2
017_2018/hf1228(sf1217)_pt_1.pdf. 

HF 1236 (Davids, R, Preston, 9278); and SF 1219 
(Chamberlain, R, Lino Lakes, 1253) 
This appears to be the public finance bill.  We will provide a bill 
summary when one becomes available. 

Combinations of Taxes (Corporate and Individual Income) 

HF 1354 (Swedzinski, R, Ghent, 5374) 
Provides that any section 179 expensing subtractions that would 
reduce taxable income below zero (and therefore cannot be 
applied) instead be carried forward for up to ten succeeding 
taxable years, to be used at the earliest opportunity. 

HF 1378 (Dehn, DFL, Minneapolis, 8659); and SF 1162 
(Torres Ray, DFL, Minneapolis, 4274) 
Provides a historic structure rehabilitation credit for the Old North 
Branch Library project in Minneapolis, which did not meet the 
existing eligibility criteria.  Sets the credit equal to 20% of the 
project’s qualified rehabilitation expenditures (i.e. amounts 
chargeable to capital accounts, except for costs of acquiring or 
enlarging the structure). 

According to House Research, the project failed to qualify for 
the state credit because it did not qualify for a federal historic tax 
credit, but instead received a federal grant.  The project was 
allocated a state credit, before it opted for the federal grant. 

HF 1488 (Drazkowski, R, Mazeppa, 2273) 
Repeals the Greater Minnesota Internship Tax Credit Program. 

HF 1495 (Miller, R, Prinsburg, 4228) 
Creates a credit against the individual income and corporate 
franchise taxes equal to 50% of the total installed cost of a 
combined heat and power system (CHPS) or expander generator 
system (EGS) that meets the requirements for the federal tax credit 
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for such systems.  Further requires that qualifying systems have a 
nameplate output of between 1 and 26 megawatts (CHPS) or 250 
kilowatts and 26 megawatts (EGS), be located in Minnesota, and 
be installed between 1/1/16 and 12/31/25.  Provides a ten-year 
carryforward for any unused credits.  Effective retroactively to tax 
year 2017 and through tax year 2025. 

SF 0913 (Nelson, R, Rochester, 4848) 
Authorizes individual income and corporate franchise tax filers 
that qualify for the research and development credit to elect to 
calculate its base amount under an alternative simplified method 
where it is equal to 50% of the average qualified research 
expenses for the three preceding taxable years.  Sets the credit 
under this method equal to 6% of all qualified research expenses 
over the base amount.  Companion to HF 0090 (S. Anderson, R-
Plymouth) in Spotlight 17-01. 

Combinations of Taxes (Corporate. Individual Income and 
Insurance Premiums) 

HF 1235 (Kresha, R, Little Falls, 4247) 
Creates an individual income, corporate franchise, and insurance 
premiums tax credit for contributions to a fund which, broadly 
speaking, invests in businesses that meet the following criteria: 
 have principal business operations (where 60% of employees 

work or where 60% of payroll is located) located outside the 
seven-county metro or any area in or contiguous to a city or 
town with at least 50,000 people 

 have fewer than 250 employees and $15 million or less in net 
income 

 are engaged in industries related to manufacturing, plant 
sciences, services, or technology 

Requires credits be awarded through a DEED-administered credit 
certification program.  Prohibits DEED from certifying such 
contributions unless: the investor and/or its affiliates have invested 
at least $100 million in nonpublic companies located in rural 
areas; and contributions equal at least 60% of that total 
investment.  Requires additional materials relating to the 
investment’s estimated impact also be submitted as part of the 
application.  Prohibits DEED from approving more than $100 
million in investment authority and more than $60 million in 
credits and directs that all approved investment authority and 
related credits be proportionally reduced so that the limit is not 
exceeded.  Authorizes taxpayers to claim 25% of the credit they 
have been awarded in each of the taxable years that include the 
third through sixth anniversaries of the date of the credit award.  
Authorizes taxpayers to carry excess credit forward indefinitely. 

We would rename this bill the State Government Employment 
Act of 2017 because of the number of FTE’s required to properly 
administer the number and complexity of these provisions.  By the 
way, whatever happened to banks? 

HF 1249 (Hoppe, R, Chaska, 5066); and SF 1181 (Senjem, R, 
Rochester, 3903) 
Creates an individual income, corporate franchise, and insurance 
tax credit for owners of low-income housing projects being built 

in Minnesota that are eligible for the federal low-income housing 
taxes credit and are not financially feasible without the credit.  
Sets the credit that can be awarded for any single project to one-
sixth of the total federal low-income housing credit allowable over 
the ten-year federal credit period.  Provides that $7 million in total 
credits may be awarded in each tax year between 2017 and 2022; 
and that any unused tax credits may be awarded in subsequent 
years instead.  Requires that 50% of the credits be awarded to 
projects in greater Minnesota.  Provides for an 11-year 
carryforward of unused credit. 

HF 1303 (Albright, R, Prior Lake, 5185); and SF 1327 (Utke, 
R, Park Rapids, 9651) 
Creates an individual income, corporate franchise, and insurance 
premiums tax credit for investments in qualified low-income 
community businesses outside the seven-county metro, defined as 
any business that would qualify for the federal New Markets Tax 
Credit except for those related to insurance, banking, lending, 
lobbying, political consulting, or leisure.  Further prohibits credits 
for investments made in a business consisting in the operation of 
various stated recreational activities.  Sets the credit equal to 39% 
of a qualifying investment upon certification by DEED, which is 
claimed over a seven-year period as follows: 

Tax Year 
Containing 

Percentage Rate of Credit 

Annual Cumulative 
Investment  
Date (ID) 

5% 5% 

ID + 1 year 5% 10% 
ID + 2 years 5% 15% 
ID + 3 years 6% 21% 
ID + 4 years 6% 27% 
ID + 5 years 6% 33% 
ID + 6 years 6% 39% 

Authorizes filers to carry unused credit forward to any of their five 
subsequent taxable years.  Directs DEED to recapture the credit 
allowed if any amount of federal New Markets Tax Credit allowed 
for the investment is recaptured.  Authorizes a total of $300 
million in such credits for tax years 2017, 2018, and 2019.  
Provides that the tax credit authority expires in 2031 or when all 
tax credits have been used or cancelled, whichever happens first. 

Combinations of Taxes (Corporate. Individual Income and 
Insurance Premiums) 

HF 1365 (Carlson, L., DFL, Crystal, 4255); and SF 1145 
(Franzen, DFL, Edina, 6238) 
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 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 
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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 proposal 
is effectively identical to HF 0816 (Thissen, DFL-Minneapolis) in 
Spotlight 17-03, where there is a comment. 

Estate Taxes 

HF 1515 (Swedzinski, R, Ghent, 5374); and SF 1125 (Dahms, 
R, Redwood Falls, 8138) 
Increases the estate tax exclusion amount from the current 
amounts that increase over time ($1.8 million for estates of 
decedents dying in 2017 to $2.0 million for estates of decedents 
dying in 2018 and thereafter) to the federal exclusion amount 
($5.49 million for decedents dying in 2017).  Repeals the qualified 
small business property subtraction.  Repeals the recapture tax.  
Eliminates two estate tax brackets so that rate schedule is as 
follows, effective for decedents dying after 12/31/16: 

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

The bill is identical to HF 0018 (Loon, R-Eden Prairie) in 
Spotlight 17-01 and its companion, SF 0354 (Miller, R-Winona) in 
Spotlight 17-02. 

The bill adopts the federal estate tax exclusion amount for 
Minnesota estate tax purposes, beginning with 2017 deaths. 

Excise Taxes 

HF 1124 (Franson, R, Alexandria, 3201); and SF 0866 
(Ingebrigtsen, R, Alexandria, 7-8063) 
Creates a credit against the excise tax on alcoholic beverages for 
farm wineries producing fewer than 75,000 gallons of wine and 
cider annually.  Sets the credit equal to the excise tax rate (which 
varies based on volume of alcohol).  Limits the maximum credit a 
filer may claim in any fiscal year to $136,275. 

The idea here is essentially to create a credit for small 
wineries that mimics the existing credits for small brewers and 
microdistilleries. 

HF 1336 (Petersburg, R, Waseca, 5368); and SF 1259 
(Anderson, P., R, Plymouth, 9261) 
Exempts special fuel used: to power a refrigeration unit on a 
licensed motor vehicle that has an engine separate from the one 
used to propel the vehicle; to power an unlicensed motor vehicle 
used solely or primarily to move semitrailers within a cargo yard, 
warehouse facility, or intermodal facility; or, to operate a power 
take-off unit or auxiliary engine in or on a licensed motor vehicle, 
regardless of whether it is fueled from the same tank from which 
the motor vehicle itself is fueled, from the motor fuels and sales 
and use taxes. 

Gambling Taxes 

SF 1069 (Pratt, R, Prior Lake, 4123) 
Allows organizations conducting lawful gambling to deduct 
amounts actually expended for lawful purpose contributions (i.e., 
charitable contributions, allowable purchases of real property and 
capital assets, and transfers to like groups), except for payments of 
local, state, and federal taxes on lawful gambling receipts, when 
computing “combined net receipts”. 

Individual Income Taxes 

HF 1068 (Bernardy, DFL, New Brighton, 5510) 
Modifies the child and dependent care credit so that the maximum 
credit increases from $720 to $1,050 for filers with one qualifying 
individual and from $1,440 to $2,100 for filers with multiple 
qualifying individuals.  Changes the threshold above which the 
credit phases out from $18,040 to $77,000 of FAGI and directs 
that for such filers the credit equal $600 minus 5% of FAGI above 
$77,000 for filers with one qualifying individual and $1,200 minus 
5% of FAGI above $77,000 for filers with multiple qualifying 
individuals.  Authorizes filers with a child or children under the 
age of six who operate a licensed family daycare and married 
couples with a child under the age of one to claim the credit based 
on the maximum amount of expenses allowable for the federal 
child and dependent care tax credit ($3,000 for one individual and 
$6,000 for multiple individuals) instead of employment-related 
care expenses.  Sets the maximum credit for families meeting 
either of these criteria at $720 for one qualifying individual or 
$1,440 for multiple qualifying individuals, with a phaseout of the 
credit above $25,000 of FAGI equal to 5% of income above that 
level. 

HF 1086 (Anderson, S., R, Plymouth, 5511) 
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.  
Companion to SF 0824 (Draheim, R-Madison Lake) in Spotlight 
17-03, where there is a comment. 

HF 1088 (Hamilton, R, Mountain Lake, 5373); and SF 0869 
(Fischbach, R, Paynesville, 2084) 
Creates a refundable individual income tax credit equal for 
modifications or improvements to a residence that meet certain 
listed qualifications and accommodate its use by a senior citizen or 
disabled person.  Limits the maximum credit to $7,000.  Prohibits 
filers from claiming the credit against any expense which was 
reimbursed through a government program or private entity, such 
as an insurance company or in settlement of a claim or lawsuit.  
Prohibits filers from claiming the credit in consecutive tax years. 

HF 1158 (Bernardy, DFL, New Brighton, 5510) 
Authorizes filers to subtract Medicare part B premiums when 
calculating Minnesota taxable income.  Limits the subtraction to 
the lesser of 10% of adjusted gross income or the amount paid in 
Medicare part B premiums for taxpayers deducting medical 
expenses on their federal returns. 
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HF 1167 (Schultz, DFL, Duluth, 2228) 
Creates a $5,000 individual income tax credit for any physician, 
advanced practice registered nurse, physician assistant, or mental 
health professional who served as a health professions student 
preceptor or medical resident preceptor for at least 12 weeks or 
480 hours during the preceding tax year and received no additional 
compensation for such service.  Effective tax years 2017 through 
2019.  Requires a report to the legislature.  Companion to SF 0139 
(Clausen, DFL-Apple Valley) in Spotlight 17-01. 

HF 1234 (Davids, R, Preston, 9278); and SF 0888 (Housley, R, 
St. Mary's Point, 4351) 
Creates a first-time home buyer savings account program.  
Authorizes filers to subtract any contributions to, and earnings on, 
such an account when calculating Minnesota taxable income.  
Limits the maximum annual subtraction to $15,000 for married-
joint filers and $7,500 for all other filers.  Reduces the maximum 
subtraction by $1 for every $4 that FAGI exceeds a threshold 
($250,000 for married-joint filers and $125,000 otherwise).  
Indexes these thresholds annually for inflation (CPI).  Requires 
that amounts withdrawn from the account not used to pay eligible 
expenses and amounts remaining in the account at the close of the 
tenth taxable year after the taxable year in which the account was 
established be added when calculating Minnesota taxable income 
and also imposes additional 10% tax on such income. 

The program basically allows persons who have not owned a 
home for at least three years to set aside money for a home 
purchase on a pre-tax basis.  If those persons don’t purchase a 
home within 10 years, they not only forfeit the tax savings but are 
also assessed a 10% penalty, similar to an early withdrawal from 
a retirement account. 

HF 1259 (Gruenhagen, R, Glencoe, 4229) 
Creates a refundable individual income tax credit for filers who 
purchase qualified health plans in the individual market, if the filer 
has an income of between 133% and 200% of the applicable 
federal poverty guidelines (FPG) or an income of 133% of the 
FPG or less, if he or she would have been eligible for 
MinnesotaCare under the criteria in effect on 12/31/2017.  Directs 
that the Departments of Revenue and Human Services determine 
the size of the credit, which is to be based on separate sliding 
scales depending on whether the household has an income under 
150% of the FPG or an income between 150% and 200% of the 
FPG (both adjusted for household size).  Limits the aggregate 
credit to $50 million annually.  Repeals the MinnesotaCare 
program, effective 1/1/2018.  Advances the repeal date for the 
provider taxes from 12/31/2019 to 12/31/2017. 

HF 1274 (Gruenhagen, R, Glencoe, 4229) 
Increases the phase-out threshold for the Working Family Credit 
for married-joint filers as follows (based on tax year 2016): 

Number of Children Current Proposed 
None $13,850 $18,850 
One $27,170 $32,170 

Two-plus $31,190 $36,190 

HF 1290 (Erickson, R, Princeton, 6746); and SF 1166 
(Eichorn, R, Grand Rapids, 7079) 
Removes the $200 credit and $200 subtraction limits on computer 
and software expenses relating to the education expenses 
subtraction and credit.  Expands the subtraction and credit to 
include education-related broadband subscription services, to a 
maximum of $25 per month. 

HF 1321 (Applebaum, DFL, Minnetonka, 9934) 
Creates a refundable individual income tax credit equal to the 
payments a person with a postsecondary education student loan 
paid on the loan during the year.  Limits the credit to the lesser of: 
1) loan payments minus 10% of FAGI above $10,000; 2) the 
earned income of the eligible filer and his/her spouse (if any); 3) 
the sum of the interest portion of the payments plus 10% of the 
eligible filer’s and his/her spouse’s original amount of student 
loans; or 4) $1,000.  Requires part-year residents to allocate the 
credit accordingly. 

Federal law already provides that individual filers may 
subtract up to $2,500 of student loan interest payments (but not 
payments on the principal) from their gross income, regardless of 
whether or not they itemize.  That subtraction provides a tax 
benefit that ranges from $0 to over $1,000, depending on one’s 
marginal tax. 

HF 1348 (Maye Quade, DFL, Apple Valley, 5506) 
Increases the maximum individual income tax credit for past 
military service from $750 to $1,000.  Increases the phaseout 
threshold for the credit from $30,000 of FAGI to $50,000. 

Currently, the credit delivers a $750 credit for filers who have 
up to $30,000 of FAGI, and phases it out completely at $37,500.  
The proposal would deliver a $1,000 credit for filers who have up 
to $50,000 or FAGI and phase the credit out at $60,000. 

HF 1361 (Mariani, DFL, St. Paul, 9714) 
Creates a refundable individual income tax credit equal to the fees 
a filer pays to the U.S. Citizenship and Immigration Services on 
behalf of him/herself, spouse, and dependents related to a 
citizenship application.  Limits the maximum credit to $700.  
Disallows the credit if the filer and his/her spouse’s income 
exceeds 200% of the federal poverty guidelines ($49,200 for a 
family of four in 2016).  Prohibits a filer from claiming the credit 
if he/she can be claimed as a dependent or if he/she qualifies for a 
federal waiver of citizenship expenses. 

HF 1364 (Davids, R, Preston, 9278); and SF 1142 (Miller, R, 
Winona, 5649) 
Exempts pension payments or other retirement pay from the 
government for service as a police officer or firefighter from the 
individual income tax. 

According the proposal’s purpose statement, it is “intended to 
recognize that a share of police and firefighter pensions are paid 
in place of Social Security benefits, which for many recipients are 
exempt from income tax, and to provide equivalent tax treatment 
as is provided to military retirement pay. 
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HF 1499 (Loon, R, Eden Prairie, 7449) 
Eliminates the cap on the dependent care credit of $720 for one 
child and of $1,440 for two or more children for taxpayers with 
FAGI of $70,000 of less so that the credit is set equal to the 
amount of the federal credit in all instances.  Resets the cap for 
taxpayers with FAGI of over $70,000 so that the credit is equal to 
$600 minus 5% of FAGI above $70,000 for filers with one 
dependent and to $1,200 minus 5% of FAGI above $70,000 for 
filers with two or more dependents. 

HF 1599 (Carlson, L., DFL, Crystal, 4255); and SF 1175 (Rest, 
DFL, New Hope, 2889) 
Exempts an undetermined percentage of Social Security benefits 
from the individual income tax.  Provides that filers below a 
certain amount of provisional income (an undetermined amount, 
which varies between married-joint and other filers) exempt a 
different (higher, most likely) percentage of benefits.  Defines 
“provisional income” as modified adjusted gross income (as 
defined by the IRS) plus 50% of Social Security benefits.   

SF 0941 (Miller, R, Winona, 5649) 
Creates a refundable individual income tax credit equal to a 
percentage of any student loan payments that exceed 10% of the 
filer’s adjusted gross income.  Sets the percentage at 50%, except 
that for persons in a public service job (as defined in the bill) it is 
65% and for persons in an education profession it is 75%.  Limits 
the maximum credit to $1,000 and prohibits filers from claiming 
any credit amounts in excess of their earned income for the year. 

SF 0947 (Anderson, P., R, Plymouth, 9261) 
Expands eligibility for the education expense credit and deduction 
to include expenses for preschool programs operated by a listed 
set of entities.  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.  Companion to HF 0602 (S. Anderson, R-
Plymouth) in Spotlight 17-03, where there is more information. 

SF 0956 (Klein, DFL, Mendota Heights, 4370) 
Authorizes individual income tax filers to subtract pension or 
other retirement pay awarded for service in the Central 
Intelligence Agency when computing Minnesota taxable income.  
Companion to HF 0503 (Hansen, DFL-South St. Paul) in Spotlight 
17-02. 

SF 1100 (Isaacson, DFL, Shoreview, 5537) 
Reduces the second-tier income tax rate of 7.05% to 6.75% only 
for filers with no taxable net income in the third tier. 

SF 1193 and SF 1194 (Dziedzic, DFL, Minneapolis, 7809) 
Exempts income from the individual income tax if it is derived 
from: any Minnesota or federal public pension plan, if the income 
is based on service for which the member or survivor is not 
receiving Social Security benefits; or any public pension plan 
operated by another state if that state’s income tax laws permit a 
similar/reciprocal deduction or exemption.  SF 1193 provides that 
10% of such income be exempt in tax year 2017 and increases the 
exemption by 10% annually until such income is fully exempt.  SF 

1194 provides that the exemption follow the same rules as apply to 
Minnesota’s exemption of Social Security income. 

This proposal effectively equalizes the treatment of this 
stream of income and Social Security benefits. 

SF 1266 (Mathews, R, Milaca, 8075) 
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% 

Companion to HF 0950 (Koznick, R, Lakeville, 6926) in Spotlight 
17-03, where there is a comment. 

SF 1318 (Marty, DFL, Roseville, 5645) 
Imposes a tax on income above the threshold at which Social 
Security tax is not imposed (currently $127,200 per year), at a rate 
equal to the Social Security tax rate (now 6.2%).  Eliminates the 
current formulas for calculating the Working Family Credit and 
instead sets the credit equal to 75% of the federal Earned Income 
Tax Credit.  Increases the state minimum wage for large 
employers (those with an annual gross dollar volume of sales 
made or business done of $500,000 or more) as follows: 

Date Current Proposed 
Current $9.50 $9.50 

Aug. 1, 2017 $9.50 plus inflation $10.25 
Aug. 1, 2018 Prior year plus inflation $11.00 
Aug. 1, 2019 Prior year plus inflation $12.00 
Aug. 1, 2020 Prior year plus inflation $13.00 
Aug. 1, 2021 Prior year plus inflation $14.00 
Aug. 1, 2022 Prior year plus inflation $15.00 

Includes other provisions relating to low-income child care 
assistance and MFIP grants. 

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

According to House Research, Minnesotans claimed $761 
million in federal EITC in tax year 2014 and $256 million in WFC 
– or 33.7% of the federal total.  Based on those numbers, this 
proposal would seem to more than double overall WFC payments 
–costing the state about $315 million based on tax year 2014 
(assuming that all the federal filers also filed a state return, which 
is not the case). 

On the other hand – without a doubt, imposing an additional 
6.2% on income over $127,200 would be the greatest test yet of 
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the conventional wisdom that there is simply no tax burden 
Minnesota could ever impose that would be large enough to harm 
our economy or our irresistibility as a place to live.  It would 
effectively convert Minnesota’s fourth-tier 9.85% income tax rate 
to a 16.05% rate on earned income – easily outpacing the 13.3% 
marginal income tax rate that applies only to Californians with $1 
million or more of income.  For companies looking at where to 
locate high-paying research and development or corporate 
headquarters positions, keeping those jobs in Minnesota would 
require employees to accept lower take-home pay – with the 
potential for being headhunted to another state – or would require 
the company to increase pay accordingly to compensate for the 
higher tax rate, creating competitiveness implications.  Neither 
are attractive options. 

SF 1373 (Laine, DFL, Columbia Heights, 4334) 
Exempts Social Security benefits from the individual income tax.  
Limits the exemption to 50% of such benefits for married-joint 
filers with provisional income over 500% of the federal poverty 
line (currently $81,200 for a family of 2) or over 400% of the 
federal poverty line (currently $48,240 for one person) otherwise.  
Defines “provisional income” as modified adjusted gross income 
(as defined by the IRS) plus 50% of Social Security benefits. 

Lodging Taxes 

HF 1469 (Torkelson, R, Hanska, 9303); and SF 1019 (Dahms, 
R, Redwood Falls, 8138) 
Authorizes the city of Sleepy Eye to increase its local lodging tax 
rate from 3% to 5%.  Dedicates these additional revenues to 
finance the new Sleepy Eye Event Center, or to pay all or part of 
its operating and promotional costs. 

SF 0951 (Kent, DFL, Woodbury, 4166) 
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.  
Companion to HF 1057 (Fenton, R-Woodbury) in Spotlight 17-03. 

Mining Taxes (including Aggregate) 

HF 1325 (Metsa, DFL, Virginia, 0170) 
Stipulates that the guaranteed distribution formula for the taconite 
municipal aid account be based on the 1983 production year.  
Indexes the municipal aid account allocation to inflation using the 
Gross Domestic Product Implicit Price Deflator (which is used 
elsewhere in the taconite formulas). 

Motor Vehicle Registration Taxes 

HF 1133 (Garofalo, R, Farmington, 1069) 
Imposes an $85 surcharge on the registration tax for all-electric 
vehicles (i.e., those that are able to be powered solely by an 
electric motor drawing current from portable sources of current).  
Provides that “all-electric vehicles” do not include plug-in hybrid 
electric vehicles.  Authorizes single-occupant drivers of all-

electric vehicles to operate them in an HOV lane or other similar 
lane without need for payment. 

Motor Vehicle Sales Tax 

HF 1113 (Swedzinski, R, Ghent, 5374) 
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.  
Companion to SF 0725 (Weber, R-Luverne) in Spotlight 17-03. 

SF 1009 (Pratt, R, Prior Lake, 4123) 
Establishes a process for designating a person to whom the title of 
a watercraft or motor vehicle would transfer upon death of the 
owner or owners.  Exempts such transfers from the motor vehicle 
sales tax.  Companion to HF 0540 (Albright, R-Prior Lake) in 
Spotlight 17-02. 

Property Tax (except Aids and Credits & TIF) 

HF 1085 (Lueck, R, Aitkin, 2365) 
Repeals the requirement that local assessors have State Board of 
Assessor accreditation by the later of July 1, 2019 or four years 
from the date of licensure as a certified Minnesota assessor.   

HF 1096 (Maye Quade, DFL, Apple Valley, 5506) 
Extends the maximum period over which a surviving spouse of a 
permanently disabled veteran or an active duty service member 
who dies from a service-connected cause may claim the applicable 
market value exclusion from eight years until such time as the 
surviving spouse remarries or disposes of the property.  Allows 
surviving spouses of veterans with a disability rating between 70% 
and 99% to claim this benefit, effective for spouses of veterans 
dying after 6/30/2017. 

HF 1121 (Swedzinski, R, Ghent, 5374) 
Provides that property used for shrimp farming qualifies for 
classification as agricultural property.  Companion to SF 0842 
(Weber, R-Luverne) in Spotlight 17-03. 

HF 1123 (Davnie, DFL, Minneapolis, 0173) 
Increases the maximum disabled veterans homestead exclusion 
from $150,000 to $165,000 for veterans with at least a 70% 
disability rating and from $300,000 to $330,000 for veterans with 
a 100% disability rating. 

HF 1238 (Davids, R, Preston, 9278); and SF 0868 (Nelson, R, 
Rochester, 4848) 
Eliminates the automatic inflationary adjustments in the state 
general levy.  Sets the state general levy amount at $862.6 million 
for payable 2018 and thereafter. 

According to “Big Plan” architects, one of the key ideas 
behind establishing the state general tax was to make property tax 
competitiveness considerations primarily a matter for state 
policymakers rather than an issue demanding inordinate attention 
from local policymakers.  To that end, the state general tax could 
serve as a regulator or pressure release valve if business tax 
burdens and competitiveness concerns became too great.  Of 
course, lawmakers decided to automatically adjust the state 
general tax to inflation – rendering it useless as a lever to regulate 
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tax burdens and address competitiveness issues.  As a general 
principle, automatic inflators are bad tax policy; but in this case 
the inflator also runs counter to policy intent.  Legislators should 
assume the responsibility for setting any state levy to balance 
competitiveness and business tax burden concerns with state 
general revenue needs. 

HF 1263 (Rarick, R, Pine City, 0518) 
Provides that county levies for soil and water conservation 
districts be special taxing district levies. 

HF 1268 (Erickson, R, Princeton, 6746); and SF 1238 
(Mathews, R, Milaca, 8075) 
Authorizes the Aitkin, Crow Wing, and Mille Lacs County boards 
to abate net property taxes for payable 2017 upon application.  
Limits relief to owners of C/I (except for utility), seasonal 
residential recreational, resort, seasonal restaurant, or marina 
property located in one of a series of listed cities or townships, 
operating a business with at least a 5% reduction in gross receipts 
between any two successive calendar years since 2010, and whose 
business operates in one of a series of listed industries that are 
partially or largely tourism-driven.  Directs that the county abate 
the state general tax for any property granted a local property tax 
abatement under these circumstances and requires the state to 
reimburse the county for the abatement. 

HF 1333 (Applebaum, DFL, Minnetonka, 9934); and SF 1170 
(Anderson, P., R, Plymouth, 9261) 
Moves the annual proposed levy certification date for townships 
from September 15th to September 30th. 

HF 1359 (Ecklund, DFL, International Falls, 2190); and SF 
1214 (Bakk, DFL, Cook, 8881) 
Allows for early withdrawal of lands from the Sustainable Forest 
Incentive Act (SFIA) program with no penalty if the land if a state 
or local government entity leases or purchases the land for 
purposes of constructing a paved trail.  Makes such lands 
ineligible for SFIA payments. 

HF 1372 (Layman, R, Cohasset, 4936) 
Prohibits the Iron Range fiscal disparities program areawide tax 
rate from deviating by more than three percentage points from the 
previous year’s rate.  Requires the administrative auditor of the 
program to determine the percentage increase or reduction to each 
jurisdiction’s distribution levy needed to make the rate fall within 
this range, if necessary. 

HF 1379 (Anderson, P., R, Starbuck, 4317); and SF 1192 
(Dziedzic, DFL, Minneapolis, 7809) 
Makes numerous changes relating to the tax forfeiture process, 
including amending the period of redemption; giving county 
auditors additional authority; allowing counties to sell tax-
forfeited lands online; allowing an eviction action when an 
individual holds over real property after a real estate tax judgment 
sale; and allowing a landlord to dispose of an evicted tenant's 
property.  Further summary of this bill is beyond the scope of 
Legislative Spotlight; we will provide a staff summary when one 
becomes available. 

HF 1389 (Davids, R, Preston, 9278) 
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.  
Provides detailed requirements for the length and content of those 
courses.  Companion to SF 0820 (Chamberlain, R-Lino Lakes) in 
Spotlight 17-03, where there is more information and a comment. 

HF 1431 (Marquart, DFL, Dilworth, 6829) 
Moves the deadline for assessors to obtain licensure from the State 
Board of Assessors (SBA) as an accredited Minnesota assessor 
from the later of 7/1/2019 or four years after having become 
licensed as a certified Minnesota assessor to the later of 7/1/2022 
or five years after having become so licensed.  Authorizes an 
assessor to apply for a waiver from licensure as an accredited 
Minnesota assessor if he/she was first licensed as a certified 
Minnesota assessor before 7/1/2004 and has maintain an assessor 
license in good standing since 7/1/2004, has successfully passed a 
comprehensive examination by 5/1/2020 that is substantially 
equivalent to the SBA requirements, and submits a waiver 
application to the SBA by 7/1/2022.  Sets the conditions under 
which the individual may continue to assess under the waiver.  
Directs that such waivers expire on 6/30/2032. 

HF 1489 (West, R, Blaine, 4226); and SF 1017 (Mathews, R, 
Milaca, 8075) 
Raises the de minimus threshold under which improvements such 
as storage sheds and decks are not taxable when located on 
property leased or rented as a site for a travel trailer from $1,000 
to $10,000 of estimated market value. 

HF 1537 (Swedzinski, R, Ghent, 5374) 
Authorizes counties to abate the penalty for late payment of 
property taxes if payment is delivered by mail to the county 
treasurer and the envelope has a postmark within one business day 
of the due date.  Prohibits a county from abating any applicant’s 
taxes under such circumstances more than one time. 

HF 1547 (Layman, R, Cohasset, 4936) 
Makes various and sundry changes to the treatment of forest land 
under Sustainable Forest Incentive Act.  A detailed summary of 
the proposal is beyond the scope of this edition of Legislative 
Spotlight; we will provide a link to related House or Revenue 
materials when they become available. 

HF 1551 (Green, R, Fosston, 9918) 
Prohibits, upon a property owner’s application, increases in 
taxable value for homesteads owned and occupied by persons aged 
65 or older.  Requires that for married couples the provisions 
apply only if both spouses are at least 65 years of age.  Directs that 
the provisions not apply to value increases attributable to 
improvements made to the property. 

We have the nation’s most generous property tax rebate 
program based on ability to pay.  We have an additional special 
refund program for large year-on-year jumps in property taxes.  



 

 

9                                                                 atwait@fiscalexcellence.org 

No. 17-04  |  Through 02/24/2017

We have the senior deferral program, which essentially 
guarantees nobody will be taxed out of their house.  Put them all 
together we have more than enough protections for seniors.  We 
don’t need to make burden shifting part of the protection strategy. 

HF 1555 (Ecklund, DFL, International Falls, 2190); and SF 
1149 (Tomassoni, DFL, Chisholm, 8017) 
Authorizes St. Louis County to combine separate parcel 
identification numbers for buildings and the land upon which the 
buildings are located pursuant to approval from the county board 
and DOR.  Requires the county to cancel the certificate for 
forfeiture along with all unpaid property taxes, special 
assessments, and associated costs if the buildings are in tax 
forfeiture. 

HF 1556 (Anderson, P., R, Starbuck, 4317); and SF 1396 
(Senjem, R, Rochester, 3903) 
Allows counties to review a deed or other instrument conveying a 
parcel of land for transfer or division for conformity with its land 
use regulation before the auditor transfers or divides the land or its 
net tax capacity. 

According to House Research, cities and towns have this 
authority under current law, but counties do not. 

HF 1592 (Hoppe, R, Chaska, 5066); and SF 1255 (Senjem, R, 
Rochester, 3903) 
Exempts materials (including equipment incorporated into the 
project) used in constructing a Major League Soccer (MLS) 
stadium and related infrastructure in Saint Paul from the sales and 
use taxes.  Sunsets the provision one year from when the first 
MLS game is played in the stadium.  Exempts the soccer stadium 
site from the property tax.   

HF 1600 (Peterson, R, Lakeville, 5387) 
Reduces the state general levy on commercial-industrial property 
from $820.1 million in payable 2017 to $737.4 million in payable 
2018; and on cabin property from $43.7 million in payable 2017 to 
$43.1 million in payable 2018.  Eliminates the automatic 
inflationary adjustments in the levy.  Eliminates the requirement 
that the levy be split 95% on C/I property and 5% on cabins. 

HF 1628 (Kiel, R, Crookston, 5091) 
Requires the state to pay for the costs of property tax judgments 
against state-assessed property. 

SF 0861 (Newton, DFL, Coon Rapids, 2556) 
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.  Companion to HF 0910 (Hilstrom, DFL-Brooklyn 
Center) in Spotlight 17-03. 

SF 0867 (Nelson, R, Rochester, 4848) 
Phases out the state general levy as follows: 

Taxes Payable 
Levy Amount 

($ millions) 

2017 $863.8 
2018 $718.8 
2029 $575.0 
2020 $431.3 
2021 $287.5 
2022 $163.9 

2023 and thereafter $0 

SF 1037 (Latz, DFL, St. Louis Park, 7-8065) 
Reinstates the “This Old House” valuation exclusions for 
homesteads, effective for improvements initially subject to 
assessment on January 2, 2012, except that the age threshold for 
the structure is lowered from 45 to 30 years.  Extends the “This 
Old House” provisions to C/I property with buildings at least 30 
years of age, where the assessor’s estimated market value is no 
more than $2 million, and where the improvements for a single 
project or in any one year add at least 12% to the market value of 
the property.  Limits the total amount of C/I property value that 
may be excluded under these provisions to $125,000 for a property 
with a building less than 70 years old or $250,000 otherwise.  
Companion to HF 0414 (Youakim, DFL-Hopkins) in Spotlight 17-
02, where there is more information and a comment. 

SF 1079 (Eken, DFL, Twin Valley, 3205) 
Requires county treasurers to mail a homestead application to each 
property owner who qualified for homestead status in the previous 
year annually, along with his/her notice of proposed property taxes 
for the upcoming year.  Provides a 30-day extension for filing the 
special agricultural homestead application, upon a showing of 
good cause. 

SF 1080 (Eken, DFL, Twin Valley, 3205) 
Proposes to amend the Minnesota Constitution to phase out the 
property tax over an unspecified period and replace it with a 
progressive tax calculated based on individual income.  Directs the 
Department of Revenue to propose legislation to implement this 
replacement tax in the event that the amendment is adopted. 

Sometimes legislators introduce bills that would make radical 
changes to make a point.  Let’s hope this is one of those bills, 
since this proposal is misguided beyond belief. 

SF 1228 (Torres Ray, DFL, Minneapolis, 4274) 
Authorizes cities to create land-value taxation districts.  Requires 
the city to reallocate the collective property tax of all parcels in 
such a district (which ensures that the proposal does not shift tax 
burden to other areas of the city) by applying uniform rates to one 
or more of the following tax bases: net tax capacity, referendum 
market value, estimated market value less market value 
attributable to improvements, or estimated market value excluding 
market value attributable to improvements made after a specified 
date.  Companion to HF 0305 (Davnie, DFL-Minneapolis) in 
Spotlight 17-02, where there is more information and a comment. 
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SF 1312 (Housley, R, St. Mary's Point, 4351) 
Allows property of less than ten acres to be enrolled in the Green 
Acres program if 1) a portion of the property was sold or 
transferred to be used for some public purpose and 2) if the sale or 
transfer had not been made the parcel would be at least ten acres. 

SF 1368 (Pratt, R, Prior Lake, 4123) 
Provides that land enrolled in a conservation program 
administered by a unit of local government is considered as being 
used for “agricultural purposes” and therefore eligible for class 2a 
agricultural land treatment. 

This would create horizontal equity between these lands and 
lands enrolled in a state or federal conservation program, which 
already receive such treatment. 

Property Tax – Aids and Credits 

HF 1246 and HF 1247 (Lueck, R, Aitkin, 2365); and SF 1240 
and SF 1382 (Eichorn, R, Grand Rapids, 7079) 
All three bills increase the state’s per acre payments in lieu of 
taxes (PILT) for county-administered and for DNR-administered 
natural resources land from $1.50 to $2.00.  Companion bills HF 
1247/SF 1382 also provide $300,000 in additional PILT payments 
for aids payable in 2017 through 2027, and divides the payment 
amongst counties with state-owned lands in a conservation area in 
proportion to each county’s percentage of the total amount of 
unpaid property tax on such parcels prior to their conversion.  HF 
1247/SF 1382 further increase the per acre PILT payments the 
Red River watershed management board makes to counties and 
townships from $4 to $5.133.  HF 1246 and SF 1240 are 
companion bills. 

HF 1248 (Davids, R, Preston, 9278); and SF 1276 (Utke, R, 
Park Rapids, 9651) 
Appropriates $3 million from the general fund in FY 2018 on a 
one-time basis as a grant for Mahnomen County.  Requires that $1 
million of the grant be used by the county for Mahnomen Health 
Center.  Requires that an additional $1 million of the grant be paid 
by the county to the White Earth Band of Ojibwe to reimburse it 
for the costs of the delivering child welfare services. 

HF 1310 (Carlson, A., DFL, Bloomington, 4218); and SF 1101 
(Simonson, DFL, Duluth, 4188) 
Reduces the state general levy on commercial-industrial properties 
from $820.1 million in payable 2017 to $785.4 million in payable 
2018.  Increases the state general levy on cabins from $44.2 
million in payable 2017 to $43.7 million in payable 2018.  
Exempts the first $100,000 of each commercial-industrial parcel’s 
market value from the state general property tax. 

The proposal effectively eliminates the 95%/5% split in the 
state general levy between C/I properties and cabins, and would 
likely need to be amended to eliminate the provisions in state 
statute that require that split. 

HF 1320 (Lien, DFL, Moorhead, 5515); and SF 1045 (Eken, 
DFL, Twin Valley, 3205) 
Increases the annual appropriation for city LGA by $67.5 million 
(to $586.8 million) for aids payable in 2018 and thereafter. 

Here are the 9 questions we believe deserve a lot more 
discussion before putting more money into LGA: 

1. An alternative way to ensure adequate local services are 
offered at property tax prices everyone can afford would be to 
let cities levy as much as they need or want to and have the 
state step in with income-tested property tax refunds.  That 
way, anyone who is truly impacted by a real ability to pay 
problem – regardless of where they live in the state – gets tax 
relief while cities can raise all the money they need.  It’s 
simple, accountable, efficient and, best of all, already a 
prominent feature of our property tax system.  What policy 
need, objective, or concern does this alternative approach not 
adequately address which prompts the need for LGA? 

2. Business property taxes are a significant concern in many 
areas of Greater Minnesota, but 30 – 35% of this tax burden 
typically comes from the state general levy.  Why is LGA a 
superior business property tax relief mechanism than simply 
reducing or phasing out the state levy? 

3. Many smaller communities cite big-ticket capital and 
infrastructure needs, which can completely swamp local 
property tax capacity, as a primary justification for LGA.  
Why is general purpose LGA, which is distributed through a 
complex formula based on measuring and comparing cities’ 
relative “need,” superior to a state aid program targeting 
capital and infrastructure in which eligibility is based simply 
on a community’s revenue raising capabilities? 

4. How should we measure and evaluate LGA’s effectiveness? 

5. One of the longstanding problems with LGA has been 
predictability and sustainability. Cities create ongoing 
operating expenses based on LGA revenues.  Then when a 
recession hits and legislators cut LGA these expenses still 
remain –creating headaches for local officials and taxpayers 
alike.  The only way around this eternal problem is to put 
LGA higher in the list of state spending priorities.  If budget 
cuts are deemed necessary next time a recession hits, or 
competing demands for general fund dollars becomes more 
intense, what state general fund spending programs need to 
be subordinated to LGA preservation? 

6. How can citizens be sure that the public interest and welfare 
of communities, rather than the private wage and benefit 
interests of those working in government, are what is 
primarily being served by the provision of LGA? 

7. According to the latest Department of Revenue information 
(for 2015), the median homestead property tax burden (after 
refund) as a share of median homestead income is 15-20% 
LESS than it was 9 years ago.  Why is it not appropriate to 
expect more from homeowners in support of their own local 
government services? 

8. Are disincentives to explore various government redesign 
strategies (shared service agreements, etc) created by 
distorting local tax prices and subsidizing the status quo? 
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9. According to the state’s Tax Incidence Study the local 
property tax is less regressive than most other taxes, 
including the sales tax which is seen as the most practical and 
reliable replacement source of income for local governments. 
That is true even before applying our very generous income 
tested refund programs that considerably reduce the tax’s 
regressivity.  Why shouldn’t local government embrace 
greater reliance on property taxation and market it as the 
more progressive approach to local government finance? 

HF 1512 (Davids, R, Preston, 9278) 
Modifies the city revenue need measure in the Local Government 
Aid program to provide for a sparsity adjustment of 200 for cities 
with less than 10,000 people and an average population density of 
less than 30 per square mile.  Modifies 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. 

HF 1566 (Pryor, DFL, Minnetonka, 3964); and SF 1163 
(Cwodzinski, DFL, Eden Prairie, 1314) 
Increases the maximum homestead credit refund (i.e. the “circuit-
breaker” refund) from $2,660 to $3,000 and increases refund 
amounts at other income levels.  Modifies the refund schedule so 
that the threshold for receiving the maximum refund increases 
from roughly $40,000 to $50,000 of household income; generally 
reduces the threshold percentage used to determine eligibility for 
the refund for homeowners with household income between 
roughly $70,000 and $100,000.  Increases the maximum renters’ 
property tax refund from $2,060 to $3,000.  Modifies the refund 
schedule so that the threshold for receiving the maximum refund 
increases from roughly $6,700 of household income to $18,849; 
and provides a somewhat faster phaseout rate of the refund 
thereafter. 

By providing direct, targeted relief to those who need it based 
on ability to pay standards, the circuit breaker is without question 
the superior property tax relief mechanism.  But like everything 
else in life, “too much of a good thing” also applies to property 
tax relief.  If expanded too far and too generously, it can be too 
protective, incentivize spending, and damage the local 
accountability that is the chief benefit of the property tax in the 
first place.  This is not a problem as long as the circuit breaker 
applies to households toward the bottom of the income 
distribution, but a more generous circuit breaker that also reaches 
households with incomes a standard deviation and above the state 
average can get very problematic.  Circuit breakers are good 
public policy; circuit breakers on steroids can create health 
problems. 

It’s in this context that this policy proposal should be 
evaluated.  Cost issues of this circuit breaker expansion aside 
(which we anticipate would be fairly significant), is offering 
additional protections for households with $70,000 to $100,000 of 
household income a justifiable thing to do?  Is a cost of more than 
two pennies of every dollar of household income to pay for all city, 
county, school, and other local property tax-supported services 

really a legitimate and defendable affordability trigger point?  On 
what grounds?  The acceptable answer to these questions has to 
be more than “yes, because it would be immensely popular with 
my constituents.” 

HF 1664 (Drazkowski, R, Mazeppa, 2273); and SF 0881 
(Ingebrigtsen, R, Alexandria, 7-8063) 
Both bills prohibit cities that have “sanctuary ordinances” in effect 
from receiving Local Government Aid payments.  The two bills 
have differences in their definition of what constitutes a sanctuary 
city and how the state is to administer the provisions.  SF 0881 
directs that any forfeited money be redistributed to other cities per 
the LGA formulas. 

SF 1005 (Eichorn, R, Grand Rapids, 7079) 
Directs that, for lands the state acquires where at least 10% of the 
purchase was funded using outdoor heritage fund money or 
environment and natural resources fund money (“dedicated 
revenues”), the state make a one-time payment to the affected 
county.  Sets the payment amount equal to 30 times the property 
taxes assessed in the year prior to the year in which the land was 
acquired (or 30 times the taxes assessed on comparable land if 
acquired from a tax-exempt entity) times the proportion of the 
purchase financed with dedicated revenues.  Requires counties to 
deposit the payment into a trust fund, which must annually 
distribute to counties an amount equal to the taxes that would be 
owed on the land for which it has received a payment from the 
state, up to 5.5% of the trust’s market value.  Companion to HF 
0586 (Drazkowski, R-Mazeppa) in Spotlight 17-02, where there is 
a more detailed summary and a comment. 

SF 1202 (Frentz, DFL, North Mankato, 6153) 
Eliminates the requirement that nontaxable veterans benefits be 
treated as income for purposes of the property tax refund. 

Property Tax – Tax Increment Financing 

HF 1178 (Anderson, P., R, Starbuck, 4317); and SF 1168 
(Johnson, M., R, East Grand Forks, 5782) 
Authorizes the use of tax increment from an economic develop-
ment district to finance workforce housing projects in Greater 
Minnesota communities if: rental housing vacancy rates in the 
community and any city located within 15 miles have been 3% or 
less for two years or more, and at least one business employing at 
least 20 FTEs have provided written notice that the lack of rental 
housing has impeded its ability to recruit and hire employees. 

In many parts of Greater Minnesota, rapid economic growth 
has led to employment growth that has outstripped localities’ 
ability to house those new workers.  This proposal is a response to 
that need for new rental housing. 

HF 1562 (Wagenius, DFL, Minneapolis, 4200) 
Extends the five-year rule to an eight-year rule for the Lyndale 
Gardens Tax Increment Financing district in the city of Richfield. 

HF 1584 (Quam, R, Byron, 9236); and SF 1383 (Senjem, R, 
Rochester, 3903) 
Provides that, for the Bioscience Project tax increment financing 
district in the city of Rochester, the proceeds from the sale of lease 
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of any property purchased with tax increments do not meet the 
definition of “increment”. 

HF 1637 (Pinto, DFL, St. Paul, 4199); and SF 1342 (Cohen, 
DFL, St. Paul, 5931) 
Authorizes St. Paul’s HRA to waive receipt of increment for the 
Ford Site Redevelopment Tax Increment Financing District for the 
first four years of increment or increment derived from taxes 
payable in 2023, whichever comes first.  Deems the certification 
date for the district as January 2 of whichever property tax 
assessment year increment is first received under this waiver. 

SF 1379 (Simonson, DFL, Duluth, 4188) 
Modifies the special tax increment financing rules that were 
approved for a Seaway Port Authority of Duluth tax increment 
financing district in the 2009 omnibus tax bill. 

Sales Tax 

HF 1091 (Hansen, DFL, South St. Paul, 6828); and SF 0976 
(Klein, DFL, Mendota Heights, 4370) 
Dedicates the proceeds from any tax revenues on Sunday liquor 
sales to fund chemical dependency treatment programs. 

HF 1215 (Cornish, R, Vernon Center, 4240); and SF 1036 
(Rosen, R, Vernon Center, 5713) 
Exempts building materials and supplies used for constructing or 
replacing real property in Madelia affected by the February 3 fire 
from the sales and use taxes.  Provides that the tax must be 
imposed and then refunded upon application.  Appropriates $1.4 
million from the general fund for a grant to the city of Madelia and 
$296,000 from the general fund for a grant to Watonwan County. 

HF 1250 (Bliss, R, Pennington, 5516); and SF 0955 (Senjem, R, 
Rochester, 3903) 
Expands the current exemption from the sales and use taxes for 
telecommunications or pay television services machinery and 
equipment to include wire, cable, fiber, poles and conduit for such. 

HF 1275 (Smith, R, Maple Grove, 5502); and SF 1075 
(Limmer, R, Maple Grove, 2159) 
Exempts sales of food made through vending machines from the 
sales and use taxes; except for prepared food, soft drinks, or 
candy. 

This appears to be an effort to equalize the tax treatment of 
sales on food from vending machines with other sales of food. 

HF 1283 (Hamilton, R, Mountain Lake, 5373); and SF 1025 
(Weber, R, Luverne, 5650) 
Authorizes the city of Worthington to use revenues from its 
existing local sales and use tax to construct public athletic 
facilities and to issue debt to finance such projects.  Requires the 
city council to hold public hearings on the matter and adopt a 
resolution before such making such use of the revenues.  Requires 
a reverse referendum on the matter if 10% of voters from the 
previous general election petition for such. 

HF 1304 (Swedzinski, R, Ghent, 5374) 
Exempts the sale and purchase of grain bins from the sales and use 
taxes. 

HF 1360 (McDonald, R, Delano, 4336); and SF 1090 
(Anderson, B., R, Buffalo, 5981) 
Exempts purchases of herbicides authorized for use by a lakeshore 
property owner or associated of lakeshore property owners 
pursuant to an invasive aquatic plan management permit from the 
sales and use taxes. 

HF 1367 (Kiel, R, Crookston, 5091); and SF 1254 (Johnson, 
M., R, East Grand Forks, 5782) 
Authorizes the city of East Grand Forks to impose a 1.0% sales 
and use tax, as approved by voters at a 2016 special election.  
Dedicates these revenues to finance the capital and administrative 
costs of improvements to the city’s public swimming pool.  
Authorizes bonding authority of up to $2.82 million for the 
project.  Directs that the taxes expire when the city council 
determines that funds sufficient to pay the costs of the projects are 
collected or five years after imposition of the taxes, whichever is 
earlier.  Authorizes the city to terminate the tax at an earlier time 
by ordinance.  Provides that any excess funds remaining at the 
completion of the project be placed in the city’s general fund. 

HF 1396 (Carlson, L., DFL, Crystal, 4255) 
Expands the current sales tax exemption for nonprofit groups to 
include most nonprofit organizations, so long as the item 
purchased is used in the performance of its exempt function.  
Defines “nonprofit organization” as either a 501(c)(3) organization 
with a Minnesota tax i.d. number or a 501(c) senior citizen group 
or association of groups that limits members to persons either age 
55 or older to disabled and is organization and operated 
exclusively for pleasure, recreation, and other nonprofit purposes.  
Stipulates that these provisions do not apply to nonprofit veterans 
groups, health care providers, and nursing homes and boarding 
homes, which already have more expansive exemptions in law. 

HF 1631 (Quam, R, Byron, 9236) 
Exempts any purchases of drugs, medical devices, and accessories 
and supplies related to durable medical equipment that are covered 
by a health plan from the sales and use taxes. 

HF 1641 (McDonald, R, Delano, 4336) 
Exempts admissions to a county fair from the sales and use taxes.  
Requires county fair boards to annually determine the amount of 
sales tax savings from this provision and transfer that amount to 
the county owning the fairgrounds.  Dedicates the proceeds to 
maintaining, improving and expanding county-owned buildings 
and facilities on the fairgrounds. 

HF 1655 (Swedzinski, R, Ghent, 5374); and SF 1326 (Weber, 
R, Luverne, 5650) 
Exempts purchases of construction materials and equipment 
incorporated into aquatic shrimp farms and shrimp processing 
facilities from the sales and use taxes. 

SF 0900 (Bakk, DFL, Cook, 8881) 
Expands the current sales tax exemption for Super Bowl 
admissions to include admissions to related events sponsored by 
the NFL, its affiliates (defined to exclude NFL teams), or the 
Minnesota Super Bowl Host Committee.  Exempts sales of 
nonresidential parking by the NFL for attendance at any of these 
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events from the sales tax.  Stipulates that purchases of 
nonresidential parking services by the Super Bowl Host 
Committee are purchases made exempt for retail. 

SF 0958 (Ingebrigtsen, R, Alexandria, 7-8063) 
Exempts the purchase of construction materials 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.  Companion to HF 0757 (Nornes, R-
Fergus Falls) in Spotlight 17-03. 

SF 0990 (Fischbach, R, Paynesville, 2084) 
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.  Companion to HF 0638 (Howe, R-Rockville) in Spotlight 
17-03, where there is a comment. 

Tobacco Taxes 

HF 1346 (Davids, R, Preston, 9278); and SF 1052 (Senjem, R, 
Rochester, 3903) 
Converts the tax on electronic cigarettes from 95% of the 
wholesale price to 30 cents per milliliter of liquid nicotine solution 
or other similar material. 

HF 1363 (Davids, R, Preston, 9278) 
Directs that, for instances when containers of moist snuff contain 
the equivalent of multiple containers (defined in law as “the 
smallest consumer-size can, package, or other container that is 
marketed or packaged by the manufacturer, distributor, or retailer 
for separate sale to a retail purchaser), the container be divided 
into 1.2 ounce portions with the tax applied accordingly. 

HF 1447 (Franson, R, Alexandria, 3201) 
Directs that cigarette stamps be sold to distributors at a 0.30% 
discount of face value.  Stipulates that the discount does not apply 
to the portion of the face value that represents the sales taxes 
imposed on cigarettes at the wholesale level. 

Section 4 of the bill indicates that the rationale for the 
discount is to compensate distributors for the costs they incur 
when complying with the cigarette/tobacco tax regime. 

SF 0849 (Limmer, R, Maple Grove, 2159) 
Modifies the definition of “premium cigar” to remove the 
requirement that such item be hand rolled.  Reduces the minimum 
tax rate on premium cigars from the lesser of 95% of the 
wholesale sale price or $3.50 per cigar to the lesser of 95% of the 
wholesale sales price or $0.50 per cigar.  Companion to HF 0123 
(Nash, R-Waconia) in Spotlight 17-01. 

SF 1051 (Senjem, R, Rochester, 3903) 
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.  Companion to HF 0906 
(Davids, R-Preston) in Spotlight 17-03. 

EDUCATION – FINANCE 
HF 1381 (McDonald, R, Delano, 4336); and SF 1206 (Senjem, 
R, Rochester, 3903) 
Eliminates the current two-tier debt service equalization revenue 
and aid formulas.  Directs that any debt service levies in excess of 
12.5% of the adjusted net tax capacity of a school district be 
equalized through state aid.  Modifies the referendum equalization 
revenue, aid, and levy calculations by increasing the second-tier 
equalization allowance from $460 to $760 per pupil, the second-
tier equalizing factor from $510,000 to $640,000, and the third-tier 
equalizing factor from $290,000 to $400,000. 

SF 0855 (Torres Ray, DFL, Minneapolis, 4274) 
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.  
Companion to HF 0842 (Mariani, DFL-St. Paul) in Spotlight 17-
03, where there is a comment. 

SF 1252 (Chamberlain, R, Lino Lakes, 1253) 
Modifies the referendum equalization levy and aid calculations by 
increasing the first-tier equalizing factor from $880,000 to 
$950,000. 

ELECTIONS 
HF 1585 (Quam, R, Byron, 9236); and SF 1226 (Kiffmeyer, R, 
Big Lake, 5655) 
Establishes the first Tuesday in March, the second Tuesday in 
May, the second Tuesday in August, and the first Tuesday after 
the first Monday in November as the dates on which city, town, 
and school district special elections may be held.  Exempts special 
elections related to town board vacancies and those held in 
response to an emergency or disaster from the requirement.  
Requires counties to administer school elections. 

SF 1361 (Housley, R, St. Mary's Point, 4351) 
Authorizes recall elections for school board members.  Expands 
the definition of “nonfeasance” (one of the reasons for which an 
elected official may be subject to a recall election) to include the 
willful failure to uphold the intent and purpose of a voter-
approved policy. 

LEGISLATURE 
HF 1112 (Johnson, C., DFL, North Mankato, 8634); and SF 
0989 (Hoffman, DFL, Champlin, 4154) 
Proposes to amend the Minnesota Constitution to require that laws 
proposing constitutional amendments win gubernatorial approval 
or legislative override of a veto before being submitted to voters. 

Most states require at least one of three prerequisites before a 
constitutional amendment can be submitted to voters: a 
supermajority of legislators voting in favor, gubernatorial 
approval, and/or approval by multiple legislatures.  According to 
a 2013 article in the “Hamline Journal of Public Law and 
Policy”, only Arkansas and Minnesota lack all three of these. 
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SF 1083 (Marty, DFL, Roseville, 5645) 
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.  Companion to HF 0645 
(Liebling, DFL-Rochester) in Spotlight 17-03, where there is a 
comment. 

SF 1393 (Laine, DFL, Columbia Heights, 4334) 
Expands the state’s Data Practices Act and Open Meeting Law to 
include the legislative branch.  Specifies certain legislative branch 
data be classified 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.  Companion to HF 1065 (Thissen, DFL-
Minneapolis) in Spotlight 17-03, where there is more information. 

PENSIONS 
HF 1090 (O'Driscoll, R, Sartell, 7808); and SF 1066 (Rosen, R, 
Vernon Center, 5713) 
This is a comprehensive “financial solvency” proposal for the 
PERA Police and Fire pension plan, which would make the 
following changes: 
 Increases the contribution rates as follows: 

Fiscal Year 
Contribution Rate 

(% of payroll) 
Employee Employer 

Current 10.8% 16.2% 
2018 11.3% 16.95% 

2019 and beyond 11.8% 17.7% 

 Lowers the assumed rate of return on investments from 8.0% 
to 7.5%. 

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

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

The proposal also lowers the interest rate assessment on payments 
from any of the MSRS and PERA pension plans and for the St. 
Paul Teachers Retirement Fund Association from 8.5% to 7.5%. 

An always-essential reminder: a pension system based on 
discounting future liabilities on expected investment returns of 
7.5% is really a pension system that must make sure adequate 
contributions are always available to support a 7.5% annual 
growth rate in liabilities, regardless of actual investment 
performance, regardless of recessions and budget cuts, and 

regardless of the fact that in a significantly underfunded situation 
as exists today smaller pools of assets actually have to grow faster 
than 7.5% to keep up with the larger pool of liabilities.  As Dirty 
Harry said, “Do ya feel lucky?” 

HF 1214 (O'Driscoll, R, Sartell, 7808); and SF 0992 (Rosen, R, 
Vernon Center, 5713) 
This is a comprehensive “financial solvency” proposal for the 
Saint Paul Teachers Retirement Fund Association (SPTRFA), 
which would make the following changes to the plan: 
 Increases the contribution rates as follows: 

Effective 
Date 

Contribution Rate 
(% of payroll) 

Employee Employer 
Current 10.8% 6.25% 
7/1/2017 11.3% 7.5% 
7/1/2018 11.8% 8.25% 
7/1/2019 11.3% 8.75% 
7/1/2020  9.5% 

 Lowers the assumed rate of return on investments from 8.0% 
to 7.5%. 

 Increases state aids to school districts by an amount equal to 
any increased employer pension contributions to TRA or 
SPTRFA that become effective for FY 2018 or later. 

 Increases direct state aid to SPTRFA by $5 million annually 
 Extends the period for amortizing unfunded liabilities by five 

years, to June 30, 2047 (resetting the total period to 30 years). 
 Adopts new combined service annuity load factors 
 Eliminates existing provisions that increase the COLA to 

2.5% when certain financial triggers are met and instead fixes 
the COLA at 1%. 

See our comments on HF 1090. 

HF 1288 (O'Driscoll, R, Sartell, 7808); and SF 1064 (Rosen, R, 
Vernon Center, 5713) 
This is a comprehensive “financial solvency” proposal for the 
Minnesota State Retirement System, which would make the 
following changes to its plans as follows: 
 Increases the employee contribution rate for the General Plan 

from 5.5% to 6.0%, for the Correctional Plan from 9.1% to 
9.6% (effective 7/1/2017), and for the State Patrol Plan from 
14.4% to 15.4% (effective in 0.5% increments on 7/1/2017 
and 7/1/2019). 

 Increases the employer contribution rates (including any new 
supplemental employer contributions) as follows 

Effective 
Date 

Contribution Rate (% of payroll) 

General Correctional State Patrol 
Current 5.5% 12.85% 21.6% 
7/1/2017 7.0% 18.85% 29.35% 
7/1/2019 8.0%  30.1% 

 Lowers the assumed rate of return on investments from 8.0% 
to 7.5%. 
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 Directs that the employer contribution rate for the General 
Plan be reduced to equal the employee contribution rates 
when the plan becomes fully funded on a market value basis. 

 Directs that the supplemental employer contribution rates of 
4.45% for the Correctional Plan and 7% for the State Patrol 
Plan terminate once those plans become fully funded on a 
market value basis. 

 Reduces the COLA for the General Plan and the Correctional 
Plan from 2% to 1.5%. 

 Extends the period for amortizing unfunded liabilities by nine 
years for the Correctional, State Patrol, and Judges Plans and 
by seven years for the General Plan; all to June 30, 2047 
(resetting the total period for each plan to 30 years). 

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

See our comments on HF 1090. 

SF 0930 (Rosen, R, Vernon Center, 5713) 
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. 

Companion to HF 0722 (M. Murphy, DFL-Hermantown) in 
Spotlight 17-03, where there is a comment. 

STATE AND LOCAL GOVERNMENT 
HF 1146 (Vogel, R, Elko New Market, 7065) 
Requires municipalities that wish to raise revenues through a 
public utility license, permit, rights, or franchise fee to conduct a 
referendum every two years at the municipal general election for 
approval of such. 

HF 1285 (Pugh, R, Chanhassen, 4315) 
Requires legislative approval for the adoption of administrative 
rules.  Companion to SF 0769 (Kiffmeyer, R-Big Lake) in 
Spotlight 17-03, where there is a comment. 

HF 1323 (Vogel, R, Elko New Market, 7065); and SF 1112 
(Pratt, R, Prior Lake, 4123) 
Limits the maximum state debt payable from nondedicated state 
general fund revenues to whatever amount requires payment equal 
to 3.5% of such revenues received by the state during the same 
fiscal year. 

HF 1423 (Rosenthal, DFL, Edina, 7803) 
Requires the state’s economic forecast to factor the effect of 
inflation into projections of future expenditures. 

Contrary to popular belief, the practice of excluding inflation 
from official planning expenditure estimates -- which has been 
routinely ridiculed as “inane,”“irresponsible,” and “fiscally and 
intellectually bankrupt” -- was standard practice for most of the 
state’s history.  Only for an 11 year period, from 1991 to 2002, 
did the Department of Finance/MMB formally incorporate 
inflation into expenditure estimates.  And for several of those 
years, it was done selectively and judiciously based on the nature 
of the appropriation.   

We strongly believe this is a much more complicated and 
important issue than it may seem on the surface for one big 
reason: the forecast is not “just” a planning tool as the state’s 
Council of Economic Advisors and others insist.  It very much 
functions practically as a budgeting tool as well. As House Fiscal 
has noted, formal incorporation creates tremendous flexibility for 
budget development by providing a large cushion -- over a billion 
dollars today – that is already counted as spending.   The potential 
to create new spending programs or expand existing ones without 
ever having to recognize it as “new spending” is very real.   If 
there is a potential loss of honesty and transparency by leaving it 
out, there is certainly no less of a potential for incurring the same 
outcomes by putting it in.   

We addressed this topic in our November/December 2014 
edition of our Fiscal Focus newsletter and posed five questions we 
think need consideration in any debate over this proposal.  To 
date, we haven’t heard a good discussion of any of them.  To save 
you the trouble of looking them up, they are: 

1. What inflation measure should be used and why? 
2. What parts of the general fund budget should be subject to an 

inflation estimate? 
3. Should the fact that government exercises considerable direct 

influence over inflation in its largest purchased input have 
any implications for how inflation is treated in the forecast? 

4. How is the pursuit of government innovation, efficiency, and 
productivity improvements affected by the decision to 
reinstate inflation? 

5. If inflation is included in forecast planning estimates then 
what additional steps should the state take to expose the 
nature and causes of that inflation to taxpayers? 
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HF 1504 (Nash, R, Waconia, 4282); and SF 1195 (Ingebrigtsen, 
R, Alexandria, 7-8063) 
Prohibits local governments from banning or taxing paper, plastic, 
or reusable bags used for the packaging of a purchased item or 
good. 

SF 0892 (Pratt, R, Prior Lake, 4123) 
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.  Companion to HF 0828 (Albright, R-
Prior Lake) in Spotlight 17-03. 

SF 0939 (Kiffmeyer, R, Big Lake, 5655) 
Prohibits the state’s economic forecast from projecting 
expenditures beyond the end of the current biennium.  Requires 
the governor’s proposed budget for each executive branch 
department, agency, and institution to adhere to performance-
based budgeting principles.   

The proposal defines performance-based budgeting as “a 
method of budgeting in which all expenses of a department, 
institution, or agency is justified and every function is analyzed for 
its needs and costs. Each proposed expenditure for a biennium is 
justified as if it is a new expenditure”.  It’s a first cousin to the 
zero-based budgeting concept that has gotten play over the last 
few years. 

SF 1224 (Mathews, R, Milaca, 8075) 
Requires local governments to provide at least 14 days notice of 
any initial hearing on an ordinance that would change the location 
or availability of a product or service that a licensed business 
provides. 

TAX ADMINISTRATION/GENERAL POLICY 
HF 1253 (West, R, Blaine, 4226) 
Provides that businesses on the Tax Delinquency list may enter 
into a plan with Revenue to repay the delinquent tax owed over a 
period of time.  Directs that businesses that have entered into such 
an agreement may continue to purchase liquor, beer and wine or 
resale unless the business is become delinquent in making a 
payment under the plan.  Authorizes DOR to require businesses 
which have become delinquent in repayment plan payments to 
relinquish their liquor license for the lesser of one year or until all 
plan payments have been made. 

The Tax Delinquency list prevents active liquor 
establishments from purchasing liquor, beer and wine for resale. 

HF 1540 (Thissen, DFL, Minneapolis, 5375); and HF 1694 
(Anderson, S., R, Plymouth, 5511) 
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 money to pay 
for the private letter ruling program. 

HF 1540 only contains the following additional provisions: 
 Allows small businesses using a certified service provider or a 

certified automated system to collect and remit sales taxes to 
apply annually for a refund of the associated costs.   

 Makes appropriations for various economic development 
initiatives and for establishing and administering the private 
letter ruling program.   

HF 1694 only contains the following additional provisions: 
 Authorizes taxpayers that are subject to examination/audit of 

both sales and income/corporate taxes to request a dual 
examination/audit. 

 Directs that any assessments for additional tax payments be 
reduced or eliminate for any amounts arising from the 
taxpayer’s failure to collect or withhold tax from another 
entity, provided the taxpayer had reasonable cause for not 
collecting or withholding the tax. 

 Increases the time limit to file a claim for a refund of state 
taxes from one year to two years from the date of an 
assessment order or commissioner filed return, if such date 
falls more than 3½ years after the original due date of the 
return. 

 Dismisses the penalty for underpayment of individual income 
or sales tax, if the liability is less than $1,000 and the taxpayer 
timely filed required returns during the prior three calendar 
years and was not subject to any penalties otherwise during 
that period. 

HF1694 takes a different tack on the retroactive assessment 
objection by establishing a reasonable cause provision.  It’s 
doubtful the Department will look upon this strategy any more 
favorably. 

Note that the private letter ruling provisions were also 
contained in HF 0918 (Rosenthal, DFL-Edina) in Spotlight 17-03, 
where we commented on this issue. 

SF 1006 (Dziedzic, DFL, Minneapolis, 7809) 
Extends from 15 to 30 days the period after the Tax Court mails 
notice of that it has issued a written order with its decision on an 
appeal within which a motion for rehearing must be served.  
Extends from 30 to 60 days the period following the service of the 
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motion for rehearing within which the Tax Court must hear the 
motion. 

SF 1007 (Dziedzic, DFL, Minneapolis, 7809) 
Allows the Tax Court’s Small Claims Division to hear appeals of 
cases not involving valuation, assessment, or taxation of real or 
personal property where the amount in controversy is between 
$5,001 and 15,000. 

SF 1008 (Dziedzic, DFL, Minneapolis, 7809) 
Allows for the electronic filing of documents with the Tax Court. 

SF 1164 (Rest, DFL, New Hope, 2889) 
Extends the requirement to collect and remit sales and use taxes to 
marketplace providers.  Defines “marketplace providers” as 
persons who facilitate a retail sale by a retailer that meet two 
criteria: 1) listing or advertising for sale any tangible personal 
property, services, or digital goods in any forum, provided the 
goods are already subject to the sales tax; and 2) collecting 
payment from the customer and transmitting it to the retailer, 
regardless of whether done directly or indirectly.  Exempts 
retailers with total taxable retail sales to customers in Minnesota 
of less than $10,000 per annum from the requirement.  Expands 
the definition of a “retailer maintaining a place of business in the 
state” to include those retailers with a storage facility in 
Minnesota, which employ a Minnesota resident who works from a 
home office in the state, or which have a marketplace provider or 
other third party operating in the state under the retailer’s authority 
to facilitate or process sales in the state.  Expands the definition of 
affiliate nexus which triggers a duty to collect the tax.  Provides 
for an effective date which is the earlier of July 1, 2020 or the date 
of a U.S. Supreme Court decision which effectively overturns the 
Quill case. 

SF 1392 (Dziedzic, DFL, Minneapolis, 7809) 
Lifts the prohibition on ex-Tax Court employees, except for 
judges, representing clients before the Tax Court before one year 
has elapsed from their leaving Tax Court employment.   

TRANSPORTATION 
HF 1315 (Runbeck, R, Circle Pines, 2907) 
Requires that the Metropolitan Council create special taxing 
districts comprising properties located within 1,000 feet of each 
new light rail or bus rapid transit line it intends to operate.  Directs 
that the districts capture the property tax increments generated by 
any net tax capacity increases after the district is certified (i.e., 
capturing any value increases resulting after the transportation 
infrastructure is put in place).  Provides that such revenues be used 
to finance the operating costs of those light rail and bus rapid 
transit lines. 

HF 1352 (Petersburg, R, Waseca, 5368); and SF 1280 (Jensen, 
R, Chaska, 4837) 
Dedicates revenues from the excise taxes on gasoline used as a 
substitute for aviation gasoline to the state airports fund.  Repeals 
the rule that makes this current Department of Revenue practice. 

Basically, the proposal codifies current DOR practice in law. 

HF 1550 (Backer, R, Browns Valley, 4929); and SF 1358 
(Eichorn, R, Grand Rapids, 7079) 
Requires that each November economic forecast include 
information on the total interest and investment income accrued to 
the general fund in the preceding fiscal year and the surplus 
forecasted for the close of the current fiscal year, after accounting 
for existing priorities for the use of any surplus and the 
requirement that 33% of any surplus be transferred to the budget 
reserve.  Dedicates the smaller of the two amounts for municipal 
road funding as follows: the first $50 million be allocated in equal 
amounts between “large cities” (cities eligible for municipal state-
aid street funds) and “small cities” (all other cities), with any 
amounts over $50 million allocated to “small cities”.  Modifies the 
distribution of motor vehicle lease sales tax revenues. 

HF 1686 (Heintzeman, R, Nisswa, 4333) 
Dedicates the $12 surcharge on vehicle parking violations to the 
highway user distribution trust fund.  Companion to SF 0572 
(Senjem, R-Rochester) in Spotlight 17-03. 

SF 884 (Dibble, DFL, Minneapolis, 4191) 
Establishes a gross receipts tax on motor fuels with a rate of 6.5% 
at the wholesale level, effective Oct. 1, 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.  Companion to HF 
0894 (Hornstein, DFL-Minneapolis) in Spotlight 17-03, where 
there is a comment. 

SF 0904 (Jasinski, R, Faribault, 0284) 
Dedicates $50 million of any positive unrestricted budgetary 
general fund balance in a February economic forecast (i.e., any 
projected surplus less amounts in the cash flow account, the 
budget reserve, and any mandated transfer of surplus dollars into 
the reserve) to the corridors of commerce program.  Appropriates 
$300 million for that program and authorizes bonding at that 
amount for such.  Companion to HF 0677 (Petersburg, R-Waseca) 
in Spotlight 17-03, where there is a comment. 

SF 0932 (Hall, R, Burnsville, 5975) 
Eliminates the dedication of the first $32 million in motor vehicle 
lease sales tax revenue to the general fund and instead dedicates 
one-half of that amount to the county state-aid highway fund and 
the other half to the greater Minnesota transit account (matching 
the way all other such revenues are dedicated).  Companion to HF 
0901 (Koznick, R-Lakeville) in Spotlight 17-03. 
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