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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). 
 With the release of the February economic forecast last week, 
the Legislature now has its fiscal marching orders – how the 
allocate the $1.65 billion budget surplus projected for the FY 
2018-19 biennium.  That represents an improvement over the 
November forecast’s $1.4 billion surplus.  Substantial 
philosophical differences remain, though, between Governor 
Dayton and the House and Senate majorities over how to use the 
surplus – specifically, how much should be incorporated into new 
spending, and how much should be dedicated to tax relief.  Budget 
deficits are always controversial – interestingly enough, budget 
surpluses seem to be that way, too. 

 Bill introductions continue at a fast and furious pace.  When 
you summarize tax bills for 15 years, as we have, you begin to 
notice trends—the ebb and flow of tax themes.  One observation: 
we can’t help but notice the proliferation over this time of tax 
proposals that are designed to incent very specific behaviors.  In 
this edition of Spotlight alone there are tax bills designed to incent 
investments in Minnesota-based pediatric medical device 
businesses, improvements to county fairgrounds, and installing 
motion-sensor lighting.  It’s proof-positive of a bipartisan belief 
that taxes matter.   

 After a particularly grueling session of writing up bill 
summaries, we’re relieved that today is the first committee 
deadline, with the second coming up next Friday (as bill 
introductions will now trail off).  Look for the finance and tax 
committees to starting working on their omnibus bills once the 
policy committees have finished their work for the year. 

FROM THE COMMITTEE ROOMS 

Private Letter Rulings Considered by House State 
Government Finance Committee 

The House State Government Finance Committee considered 
a number of changes to the state’s administration of tax law, 
including the creation of a private letter ruling (PLR) program, at 
its February 28th meeting.  HF 918 sponsor Rep. Paul Rosenthal 
(DFL-Edina) stated that the proposal came out of a working group 
made up of large and small business that he convened along with 
Rep. Paul Thissen.  Rep. Rosenthal noted that both the federal 
government and 48 states have PLR programs, and believes that 
having such a program in Minnesota “just makes sense”.  
According to the House Research bill summary, along with 
establishing the PLR program, the proposal would: 
 Limit DOR’s authority to make sales, income, and corporate 

franchise tax assessments that are inconsistent with prior 
written positions taken by DOR in the audit of a taxpayer. 

 Expand the commissioner’s authority to abate penalties. 
 Provide that no penalty for failure to tax applies if the 

calculated amount is less than $150. 

Testifying in favor of the proposal was Geno Fragnito from 
the Minnesota Society of CPAs.  Mr. Fragnito asserted that the 
proposal addresses items that will decrease tax compliance costs 
for both taxpayers and the state, since the Society believes a PLR 
program would cost the state less to administer than it will save in 
precluded litigation costs.  Moreover, the proposal would provide 
clear guidance on tax matters to all taxpayers, benefiting both 
those filers who cannot afford in-house tax staff and those 
companies dealing in areas where tax law is open to interpretation. 

MCFE executive director Mark Haveman testified on the 
summary findings of our survey of state tax practitioners noting 
the call for more interpretive consistency, more reliable, 
actionable guidance on matters pertaining to the more 
sophisticated and complex areas of tax law, and strengthening of 
some procedural protections. 

DOR management testified to the Department’s concerns with 
the proposal.  Assistant Commissioner for Business Taxes Jenny 
Starr spoke to the proposed PLR program, opening her remarks by 
detailing the various methods the Department uses to educate and 
inform taxpayers about tax law, including the ways DOR responds 
to taxpayer questions. 
 DOR would spend significant resources supporting a PLR 

program for taxpayers who already have the means to access 
tax professionals. 

 A taxpayer’s costs for a PLR ruling would include not just the 
fee paid to the Department, but also the costs of any legal or 
accounting services needed to draft the request and respond to 
DOR questions. 

 PLRs create questions for other taxpayers about whether the 
ruling would apply to their particular situation – and even if 
the situations are the same, PLRs have no precedential effect. 

 The greatest usage of the PLR program in other states is for 
alternative apportionment requests relating to the corporate 
franchise tax; but DOR is already required to respond to these 
types of requests under current law (M.S. § 290.20). 

 The state already offers a public letter ruling program – 
Revenue Notices – which unlike PLRs are available to 
everyone and are kept up-to-date as circumstances change. 

Assistant Commissioner Starr stated that the Department is 
working with the business community to enhance its Revenue 
Notice program, drawing attention to DOR’s commitment to 
publish more Revenue Notices in 2017 than in 2016 and its 
intention to share Revenue Notice drafts with stakeholders for 
their feedback. 

Assistant Commissioner for Individual Income Taxes Terri 
Steenblock laid out the Department’s concerns relating to the 
assessment limitations.  She asserted that the proposal would have 
negative impacts on DORs “customers” by prohibiting the 
Department from taking certain actions, including: 
 Making adjustments to tax returns during processing, because 

any change would need to be fully reviewed to make sure no 
other issue might come up later. 
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 Providing responses to questions via e-mail, because DOR 
would need all facts and supporting information from the 
taxpayer before providing an answer that would bind DOR 
moving forward. 

Department staff also asserted that the proposal would result in 
increased length of audits, the number of auditors on any audit, 
and the number of auditors required to spend additional time on-
site.  In part, they argued, this is because they believe the proposal 
would prohibit them from using sampling techniques while 
performing sales and use tax audits because the audit would be 
binding on all transactions subject to audit, even those that the 
auditors did not specifically examine.  Department staff also noted 
objections to the changes in the penalties, mostly arguing that the 
inconsistency and ambiguity such discretion would provide could 
create the impression that some taxpayers receive preferential 
treatment. 

Committee members’ comments were generally supportive of 
the bill and encouraged the Department to continue to work with 
stakeholders on this issue and find language amenable to 
everyone.  Notably, members from both sides of the aisle 
indicated that the PLR program makes sense as taxpayers deal 
with complex and unique situations that deal with unsettled areas 
of tax law.  Committee chair Rep. Sarah Anderson asked both Mr. 
Fragnito and Mr. Haveman whether they considered Revenue 
Notices a sufficient replacement for PLRs.  Both responded that 
Revenue Notices provide good information but don’t provides 
taxpayers the same level of detail or certainty that a PLR would.  
In response to a question about what kind of filer would request a 
PLR, Mr. Fragnito stated that taxpayers across the board would 
request such rulings.  The committee moved, on a voice vote, to 
approve the proposal and re-refer it to the State Government 
Operations committee. 

Preserving equity in tax administration continues to be the 
recurring argument by the Department against PLRs and other 
potential administrative changes.  Yet, at the same time, DOR now 
places a heavy emphasis on thinking about and treating taxpayers 
as its “customers”.  Ask any businessperson and he/she will tell 
you it is essential to take very good care of your biggest customers 
– which in this case includes the large multistate and multinational 
businesses that provide such large shares of business tax revenue 
to the state.  Providing greater predictability and certainty for their 
decision-making in the highly complex tax situations they find 
frequently themselves in is an important pursuit and should not be 
viewed as preferential treatment.  As we testified, it’s not 
favoritism, just smart tax administration. 

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 1838 (Sauke, DFL, Rochester, 9249) 
This bill contains proposed changes in tax procedures from a 
Department of Revenue (DOR) agency bill that were included in  
the 2016 omnibus tax bill.  House Research has prepared a bill 
summary, which is available at 
http://www.house.leg.state.mn.us/hrd/bs/90/hf1838.pdf. 

SF 1967 (Chamberlain, R, Lino Lakes, 1253) 
This is the public finance bill.  Companion to HF 1236 (Davids, 
R-Preston) in Spotlight 17-04.  House Research has prepared a bill 
summary, which is available at 
http://www.house.leg.state.mn.us/hrd/bs/90/hf1236.pdf. 

Combinations of Taxes (Corporate and Individual Income) 

HF 1923 (Wagenius, DFL, Minneapolis, 4200); and SF 1863 
(Simonson, DFL, Duluth, 4188) 
Creates an individual income and corporate franchise tax credit 
equal to a proportion of the cost of purchasing and installing a 
solar energy system.  Sets that proportion at 15% for systems 
placed into service during CY 2017-2019; 13% for systems placed 
into service during CY 2020; and 11% for systems placed into 
service during CY 2021-2022.  Limits the maximum credit per 
system to $5,000 if installed on a filer’s homestead and to $20,000 
if installed on a business property.  Requires the filer to be 
receiving electric service at retail for the site in question to qualify 
for the credit.  Provides a 10-year carryforward of excess credit.  
Requires filers to apply to DOR for the credit, and prohibits more 
than $5 million in credits from being issued in any tax year; half of 
which must be reserved for installations on homesteads 

HF 1952 (Gruenhagen, R, Glencoe, 4229) 
Creates an individual income and corporate franchise tax credit 
equal to 50% of expenditures not required by law relating to active 
traffic signals/controls or implement grade separation for the 
crossing.  Requires that any improvement increase the safety of 
the crossing and qualify for federal depreciation deductions to 
qualify for the credit.  Limits the credit to spending on 
improvements at MNDoT-designated “priority crossings”.  
Provides a 15-year carryforward for excess credit. 
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HF 2001 (Flanagan, DFL, St. Louis Park, 7026); and SF 2004 
(Wiklund, DFL, Bloomington, 7-8061) 
Creates credits against the individual income and corporate 
franchise taxes equal to: 
 10% of an employer’s cost of place a DHS-licensed child care 

facility in service at the employer’s place of business.  
Requires any business closing a child care facility for which 
this credit was claimed within five years of being placed in 
service to repay the amount of the credit times the proportion 
of the five-year period that the facility was closed, unless the 
business itself is closed.  Requires that at least 50% of 
children enrolled at the facility be children of employees in 
order for a filer to claim the credit. 

 75% of an employer’s costs of operating a child care facility, 
reduced by client payments.  Requires that at least 50% of 
children enrolled at the facility be children of employees in 
order for a filer to claim the credit.  

 50% of the payments a employer makes to licensed child care 
providers for care provided to children of employees. 

Provides a five-year carryforward for excess credit.  Requires 
nonresidents and part-year residents to allocate the credit 
according to existing rules. 

HF 2046 (Davids, R, Preston, 9278); and SF 1498 (Pratt, R, 
Prior Lake, 4123) 
Creates an individual income and corporate franchise tax credit 
equal to 20% of an eligible charitable food donation (i.e., which is 
allowed under federal tax law).  Limits eligibility to filers engaged 
in a trade or business that includes regularly selling prepared food.  
Requires claimants to add back any such charitable contributions 
that were subtracted when computing federal taxable income. 

HF 2081 (Davids, R, Preston, 9278); and SF 1557 (Nelson, R, 
Rochester, 4848) 
Directs individual income tax and corporate franchise tax filers 
who wish to claim the research and development credit but do not 
have the records necessary to compute or verify the base 
percentage to use a fixed base percentage of 16%. 

SF 1414 (Goggin, R, Red Wing, 5612) 
Allows agricultural asset owners to claim an individual income or 
corporate franchise tax credit equal to: 5% of the sales price of an 
agricultural asset; 10% of gross rental income during the first 
through third years of a rental agreement; or 15% of the cash 
equivalent of the gross rental income during the first through third 
years of a share-rent agreement, if the sale or rental is made to a 
beginning farmer.  Provides for a 15-year carry-forward.  Allows 
beginning farmers and livestock producers to claim an individual 
income or corporate franchise tax credit equal to the total cost of 
participating in an approved financial management program for 
the first three years of participation in the program.  Provides for a 
three-year carry-forward.  Companion to HF 0608 (Pierson, R-
Rochester) in Spotlight 17-03, where there is more information. 

SF 1601 (Clausen, DFL, Apple Valley, 4120) 
Creates a refundable individual income and corporate franchise 
tax credit equal to 25% of the costs of retrofitting commercial 

property for motion-sensing technology designed to activate 
lighting only when an area is occupied.  Limits the maximum 
annual credit to $10,000 per filer.  Appropriates up to $250,000 
annually for the credit.  Requires a report to the legislature.  
Effective for tax years 2017 and 2018 only. 

SF 1669 and SF 1842 (Franzen, DFL, Edina, 6238) 
Creates an individual income tax credit for child care professionals 
of undetermined dollar amounts which vary based on the filer’s 
“career lattice step” (a system with steps based on training hours, 
credentials, college credits and degrees earned).  SF 1669 leaves 
the credit amounts undefined; SF 1842 provides a $1,000 credit 
for filers with the equivalent of an associate’s degree, a $2,000 
credit for filers with the equivalent of a bachelor’s degree, and a 
$3,000 credit for filers with the equivalent of a master’s degree.   

Creates an individual income and corporate franchise tax credit 
equal to an undetermined portion of a contribution to the 
REETAIN program (a specific early educator retention program), 
with the maximum credit limited to an undetermined amount. 

Creates an individual income tax credit equal to the amount paid 
to a child care facility as follows: 

Facility 
Quality 
Rating 

Credit as 
% Of 

Total Cost 

Maximum Credit 
(one child/2+ children) 

SF 1669 SF 1842 
Four stars 150% ($1,050/$2,100) ($1,050/$2,100) 
Three stars 100% same ($850/$1,700) 
Two stars 50% same ($650/$1,300) 
One star 25% same ($500/$1,000) 

Creates an individual income and corporate franchise tax credit 
equal to a share of certain payments to a child care facility as 
follows: 

Facility 
Quality 
Rating 

Credit as % of 
Amount Paid 

SF 1669 SF 1842 
Four stars 15% 20% 
Three stars 10% 15% 
Two stars 5% 10% 
One star undetermined 5% 

Prohibits filers from claiming the credit against more than: 
$50,000 in payments for construction, renovation, expansion, or 
major repair expenses, equipment purchases, or for maintenance 
and operational costs; $50,000 for the purchase of child care slots 
actually provided or reserved to children of the taxpayer’s 
employees; and $5,000 per child for payments made on behalf of 
the taxpayer’s employees.  Makes the credit refundable for filers 
whose income, as calculated for the dependent care credit, is 
$39,510 or less.  Increases the $39,510 threshold annually for 
inflation.  Provides a five-year carryforward for excess credit for 
all other taxpayers. 

This proposal would restructure the tax code to incentivize 
contributions to/enrollment in childcare facilities, would provide 
greater incentives for higher quality facilities, and would 
encourage child care professionals to engage in additional 
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education and training.  One question is: if prices rise with 
quality, does any additional maximum credit outweigh any cost 
increases associated from going from two to four stars? 

SF 1788 (Jasinski, R, Faribault, 0284) 
Creates an individual income and corporate franchise tax credit 
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 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 excess credit.  Effective retroactively to tax year 2017 and 
through tax year 2025.  Companion to HF 1495 (Miller, R-
Prinsburg) in Spotlight 17-04. 

Combinations of Taxes (Excise and Lodging) 

HF 2132 (Clark, DFL, Minneapolis, 0294) 
Imposes a surtax with an undetermined rate on sales of liquor and 
lodging made by retailers in Hennepin and Ramsey counties or 
elsewhere within 20-miles of U.S. Bank Stadium beginning ten 
days before the 2018 Super Bowl and ending two days afterward.  
Dedicates the revenues from this temporary surtax to programs 
that address human trafficking. 

Combinations of Taxes (Food and Beverage and Lodging) 

HF 2010 (Theis, R, St. Cloud, 6316); and SF 1883 (Relph, R, 
St. Cloud, 6455) 
Authorizes the city of St. Cloud to increase its local food and 
beverage tax rate from 1.0% to 1.5% and its local lodging tax from 
1% to 2%.  Stipulates that the increased revenues be dedicated to 
the existing purposes. 

Combinations of Taxes (MinnesotaCare and Sales) 

SF 1576 (Eaton, DFL, Brooklyn Center, 8869) 
Allows massage therapists to opt into collecting and remitting the 
health provider tax.  Imposes the health care provider tax on these 
massage therapists’ services, except those provided by a licensed 
health care facility or professional or upon written referral from a 
licensed health care facility or professional for treatment of illness, 
injury, or disease.  Exempts services these therapists provides 
from the sales tax.  Companion to HF 0884 (Liebling, DFL-
Rochester) in Spotlight 17-03, where there is a comment. 

Combinations of Taxes (Property Tax and Tax 
Administration) 

HF 1753 (Torkelson, R, Hanska, 9303); and SF 1652 (Senjem, 
R, Rochester, 3903) 
Authorizes Revenue to provide information to the DNR or a 
deputy registrar of vehicles, as appropriate, on whether any 
necessary sales and use tax has been paid on a snowmobile, all-
terrain vehicle or watercraft.  Requires those agencies to collect 
the appropriate tax if such has not been paid.  Requires that land 
enrolled in the Sustainable Forest Incentive (SFIA) program have 
its forest management plan registered with the DNR.  Prohibits 

class 2c (managed forest) land from being enrolled in the SFIA 
program.  Requires that a minimum of three acres be excluded 
from enrolled land when it is improves with a structure that is not 
minor, ancillary, or nonresidential.  Prohibits land from being 
enrolled in the SFIA program if any portion of the property is 
enrolled in the Reinvest in Minnesota program, a state or federal 
conservation reserve or easement program, the Green Acres 
program, the Minnesota Agricultural Land Preservation program, 
or the Metropolitan Agricultural Preserves Act program. 

Combinations of Taxes (Property Tax Aids and Credits and 
Solid Waste Management) 

HF 1752 (Torkelson, R, Hanska, 9303); and SF 1542 (Dziedzic, 
DFL, Minneapolis, 7809) 
Creates a riparian buffer compensation program to provide eligible 
landowners $40 per year for each tillable acre converted to a water 
quality buffer strip from 2015 through 2018.  Limits enrollment of 
land in the program to a maximum of five years.  Creates a 
riparian protection aid program to finance enforcement and 
implementation of counties’ riparian protection and water quality 
practices.  Creates an open and standing $10 million annual 
appropriation for the riparian protection aid program.  Converts 
the solid waste management tax rate on construction debris from 
$2 per ton to $0.60 per cubic yard. 

These are all provisions from the governor’s tax bill. 

Corporate Income Taxes 

SF 1977 (Marty, DFL, Roseville, 5645) 
Deems that corporations incorporated in a tax haven; that have at 
least 20% of gross income deriving from sources in one or more 
tax havens; or that have the average of its property, payroll, and 
sales factors within the U.S. of at least 20% are domestic 
corporations.  Provides a list of foreign jurisdictions deemed to be 
tax havens unless they subsequently either enter into a tax treaty or 
other agreement with the United States that provides for the 
exchange of information needed to enforce tax law or impose a tax 
rate of at least 10% of a tax base equal to at least 90% of the tax 
base that applies to U.S. corporations under federal law.  
Companion to HF 0348 (Hornstein, DFL-Minneapolis) in 
Spotlight 17-02, where there is a comment. 

Excise Taxes 

HF 1899 (Johnson, C., DFL, North Mankato, 8634); and SF 
1799 (Frentz, DFL, North Mankato, 6153) 
Increases the motor fuels tax rates for gasoline by 10¢ per gallon, 
from 28.5¢ to 38.5¢.  Increases the tax rates on other types of 
motor fuels proportionately. 

Note that these rates include the existing 3.5¢ surcharge. 

Individual Income Taxes 

HF 1733 (Wills, R, Rosemount, 4306); HF 1869 (Jessup, R, 
Shoreview, 0141); SF 1443 (Clausen, DFL, Apple Valley, 
4120); and SF 1634 (Chamberlain, R, Lino Lakes, 1253) 
Authorizes individual income tax filers to subtract net 
contributions (i.e., contributions less withdrawals) made to a 
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Section 529 college savings plan when computing Minnesota 
taxable income.  Caps the subtraction at $3,000 for married-joint 
filers and $1,500 for all other filers.  Disallows any contributions 
that are rollovers from other 529 accounts.  Prohibits taxpayers 
from claiming the subtraction if they claim the 529 plan credit this 
proposal also creates. 

Creates an individual income tax credit for contributions to a 
Section 529 plan, as follows: 

Income range (FAGI) 
by filingtype 

% of contribution 
which may be 

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

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

Limits the maximum annual credit to $500.  Adjusts the income 
ranges annually for inflation.  Requires filers taking nonqualified 
distributions to pay the lesser of 10% of the nonqualified 
distribution or the sum of credits received in all years.  Requires 
that all other state tax credits be calculated before this one.  
Companion bills HF 1869/SF 1634 make the credit refundable, 
while the other proposals would direct any excess credits to the 
taxpayer’s college savings plan account.  All four bills have the 
same provisions as HF 0521 (Wills, R-Rosemount) in Spotlight 
17-02 and SF 0502 (Clausen, DFL-Apple Valley) in Spotlight 17-
03, except for companion bills’ HF 1733/SF 1443 treatment of 
excess credit. 

HF 1736 and HF 1789 (Davids, R, Preston, 9278) 
Exempts income from the individual income tax if derived from: 
any Minnesota or federal public pension plan, if 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.  HF 1789 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.  HF 1736 provides that 
the exemption follow the same rules as apply to Minnesota’s 
exemption of Social Security income.  HF 1736 is the companion 
to SF 1194 (Dziedzic, DFL-Minneapolis) and HF 1789 is the 
companion to SF 1193 (also Dziedzic) in Spotlight 17-03, where 
there is a comment. 

HF 1799 (Rosenthal, DFL, Edina, 7803); and SF 1541 (Schoen, 
DFL, Cottage Grove, 8060) 
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.  The 
proposal is identical to HF 1348 (Maye Quade, DFL-Apple 
Valley) in Spotlight 17-04, where there is a comment; but these 
two bills are not companions. 

HF 1824 (Newberger, R, Becker, 2451) 
Exempts income from volunteer firefighter and volunteer 
ambulance service personnel pension from the individual income 

tax.  Repeals certain existing supplemental benefits relative to 
volunteer firefighters. 

HF 1850 (Kunesh-Podein, DFL, New Brighton, 4331) 
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.  
Companion to SF 1373 (Laine, DFL-Columbia Heights) in 
Spotlight 17-04. 

HF 1893 (Howe, R, Rockville, 4373); and SF 1699 (Anderson, 
B., R, Buffalo, 5981) 
Extends the existing military pay and military retirement pay 
subtractions to federal civilian employees who are dual status 
military technicians. 

HF 1945 (Neu, R, North Branch, 5377) 
Authorizes filers to subtract Social Security benefits included in 
federal taxable income when calculating Minnesota taxable 
income.  Limits a complete subtraction to taxpayers with 
provisional income of $75,000 or less if filing married-joint or 
$55,000 or less otherwise.  Defines “provisional income” as 
modified adjusted gross income (as defined by the IRS) plus 50% 
of Social Security benefits.  Adjusts the thresholds annually for 
inflation.  Reduces the subtraction on a dollar-for-dollar basis 
equal to whatever amount of provisional income the taxpayer has 
in excess of the applicable threshold.  Substantially similar in 
nature to HF 0869 (Metsa, DFL-Virginia) in Spotlight 17-03, 
where there is a comment. 

HF 1965 (Flanagan, DFL, St. Louis Park, 7026) 
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.  Modifies the state’s minimum wage 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.  Companion to SF 1318 (Marty, DFL-
Roseville) in Spotlight 17-04, where there is a comment. 

HF 2022 (Davids, R, Preston, 9278); and SF 1644 (Rest, DFL, 
New Hope, 2889) 
Stipulates that, for purposes of sourcing income, compensation 
awarded to a nonresident individual for performance of services as 
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a member of a board of directors be attributed to Minnesota based 
on the share of time spent in Minnesota while providing services 
as a member of that board. 

Compared to current law, this proposal would allow 
taxpayers who are members of more than two boards of directors 
to use the time spent method when allocating their board-related 
compensation.  It would significantly reduce the amount of non-
resident board member income subject to Minnesota tax but make 
it a lot more attractive to hold board meetings here. 

HF 2027 (Davids, R, Preston, 9278); and SF 1408 (Benson, R, 
Ham Lake, 3219) 
Allows individual income tax filers to subtract an undetermined 
portion of the amount paid toward their health insurance plan’s 
deductible when computing Minnesota taxable income.  Disallows 
the subtraction for any amounts used to compute the long-term 
care insurance credit. 

HF 2064 (Davids, R, Preston, 9278); and SF 1623 (Benson, R, 
Ham Lake, 3219) 
Allows individual income tax filers to subtract an undetermined 
portion of the amount paid for health insurance premiums when 
computing Minnesota taxable income. 

HF 2072 (Drazkowski, R, Mazeppa, 2273) 
Repeals the political contribution refund program. 

HF 2084 and HF 2085 (Smith, R, Maple Grove, 5502) 
These proposals exempt Social Security benefits from the 
individual income tax.  HF 2085 provides for a complete 
exemption beginning tax year 2017.  HF 2084 phases in the 
exemption over a four year period, beginning with a 25% 
exemption for tax year 2017.  HF 2084 is the companion to SF 
0425 and HF 2085 is the companion to SF 0424 (both Limmer, R-
Maple Grove) in Spotlight 17-03.  See HF 0213 in Spotlight 17-01 
for our comments on this issue. 

HF 2273 (Runbeck, R, Circle Pines, 2907); and SF 2015 
(Chamberlain, R, Lino Lakes, 1253) 
Reduces the first tier 5.35% income tax rate to 4.9%. 

This proposal would impact all filers with a tax liability; 
those at lower incomes would see the largest percentage 
reductions in their income tax burdens but higher earners may 
still see slightly larger absolute reductions.  For example, in our 
most recent multi-state individual income tax study, for the 2013 
tax year, a two-earner family with $50,000 of income paid $1,257 
in state income taxes while the same family at $500,000 of income 
paid $36,243.  This proposal would have reduced the tax burden 
on the lower income family by 8.4% ($106) and by 0.4% ($150) 
for the family with the higher income. 

HF 2321 (Hertaus, R, Greenfield, 9188); and SF 1965 (Osmek, 
R, Mound, 1282) 
Creates special rules within the angel investment ax credit which 
set the credit equal to 50% for any qualified investments in a 
qualified Minnesota pediatric medical device business (rather than 
the existing 25% rate).  Limits the total credits for such 
investments to $2 million annually.  Provides that the maximum 

credit for such investments also double (as the rate does) to 
$500,000 for married-joint filers and $250,000 for other filers. 

SF 1438 (Anderson, P., R, Plymouth, 9261) 
Allows sole proprietors to claim the R&D credit.  Companion to 
HF 0254 (S. Anderson, R-Plymouth) in Spotlight 17-02, where 
there is a comment. 

SF 1548 (Eken, DFL, Twin Valley, 3205) 
Proposes to amend the Minnesota Constitution to impose a tax on 
wage or self-employment income in excess of the compensation 
subject to the Social Security tax (currently $127,200 per year), at 
a rate equal to the Social Security tax rate (now 6.2%).  Further 
proposes to amend the Minnesota Constitution to dedicate these 
revenues to fund long-term care for seniors and the disabled.  
Effective for tax years 2020 through 2039. 

For our thoughts on this concept, see our comments on SF 
1318 (Marty, DFL-Roseville) in Spotlight 17-04. 

SF 1668 (Anderson, P., R, Plymouth, 9261) 
Eliminates the sunset of the angel investment tax credit following 
the 2017 tax year (making the provision permanent).  Increases the 
total amount of credit that may be awarded in any year from $10 
million to $20 million.  Gives priority in allocation of the credits 
to applications where the investments will be made in cities that 
do not receive local government aid.  Companion to HF 0089 (S. 
Anderson, R-Plymouth) in Spotlight 17-01. 

SF 1791 (Anderson, P., R, Plymouth, 9261) 
Authorizes employers to offer family and medical leave savings 
accounts, from which funds may be withdrawn to offset wages lost 
due to a family or medical leave taken pursuant to the Family 
Medical Leave Act.  Allows employers to make matching 
contributions.  Exempts contributions of up to $6,750 annually 
from the individual income tax.  Adjusts the threshold annually for 
inflation (CPI).  Imposes a penalty on unauthorized withdrawals 
from such an account equal to 20% of the withdrawal that is 
includable in FAGI.  Creates a refundable individual income tax 
credit equal to the additional federal income tax liability created 
because the state-level subtraction the proposal creates is not 
effective at the federal level.  Companion to HF 0736 (Peterson, 
R-Lakeville) in Spotlight 17-03. 

SF 1796 (Hawj, DFL, St. Paul, 5285) 
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.  Companion to HF 1361 
(Mariani, DFL-St. Paul) in Spotlight 17-04. 

SF 1803 (Anderson, P., R, Plymouth, 9261) 
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 
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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.  Companion to HF 1499 
(Loon, R-Eden Prairie) in Spotlight 17-04. 

Lodging Taxes 

HF 1954 (Lesch, DFL, St. Paul, 4224); and SF 1998 (Cohen, 
DFL, St. Paul, 5931) 
Increases the maximum local lodging tax rate the city of Saint 
Paul may impose, from 3% to 4%. 

Mining Taxes (including Aggregate) 

HF 1968 (Ecklund, DFL, International Falls, 2190) 
Clarifies the IRRRB may use certain unspent taconite tax proceeds 
for the specific purposes for which they are intended in law. 

HF 2296 (Metsa, DFL, Virginia, 0170) 
Provides the annual 2.5 cent-per-ton apportionment of occupation 
tax revenues to the Department of Natural Resources for work on 
environmental issues and to provide regulatory services for ferrous 
and nonferrous mining operations in the state must total, at a 
minimum, $1.1 million. 

To provide a frame of reference, according to Revenue the 
amount distributed in 2015 was $985,924. 

SF 1680 (Tomassoni, DFL, Chisholm, 8017) 
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).  Companion to HF 1325 
(Metsa, DFL-Virginia) in Spotlight 17-04. 

Motor Vehicle Lease Sales Tax 

HF 1822 (Petersburg, R, Waseca, 5368); and SF 1543 (Senjem, 
R, Rochester, 3903) 
Clarifies that the formulas which govern the allocation of motor 
vehicle lease sales tax revenues do not apply to the 
constitutionally dedicated legacy amount. 

SF 1879 (Jasinski, R, Faribault, 0284) 
Modifies the dedication of motor vehicle lease sales tax revenues 
so that the $32 million dedicated to the general fund is instead 
dedicated to the highway user tax distribution fund.  Dedicates the 
revenues from the 9.2% rental motor vehicle tax to the highway 
user tax distribution fund. 

SF 1897 (Little, DFL, Lakeville, 5252) 
Eliminates the dedication of the first $32 million in motor vehicle 
lease sales tax revenues to the general fund.  Expands the 
allocation of revenues that flow to metropolitan area counties to 
include Hennepin and Ramsey Counties and all other counties that 
are contiguous to the seven-county metro. 

Current law provides that only Anoka, Carver, Dakota, Scott, 
and Washington Counties receive the motor vehicle lease sales tax 
proceeds dedicated for metro-area purposes. 

Motor Vehicle Registration Taxes 

HF 1922 (Koznick, R, Lakeville, 6926) 
Increases the motor vehicle registration tax by $125 on electric 
vehicles. 

Motor Vehicle Rental Tax 

HF 1879 (Drazkowski, R, Mazeppa, 2273); and SF 1777 
(Jasinski, R, Faribault, 0284) 
Dedicates the revenues from the 9.2% rental motor vehicle tax to 
the small cities assistance account (which provides transportation 
aid to cities not eligible for the municipal-state aid program).  
Appropriates $25 million in FY 2018 and FY 2019 only for the 
small cities assistance account. 

Property Tax (except Aids and Credits & TIF) 

HF 1711 (Loonan, R, Shakopee, 8872) 
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.  Companion to SF 1368 (Pratt, R-Prior 
Lake) in Spotlight 17-04, where there is a comment. 

HF 1720 (Backer, R, Browns Valley, 4929) 
Modifies the property tax exemption for agricultural containment 
facilities so that it instead includes secondary containment tanks, 
cache basins, and berms used by a reseller to contain agricultural 
chemical spills from primary storage containers and prevent runoff 
or leaching of liquid agricultural chemicals.  

HF 1741 (Loonan, R, Shakopee, 8872); and SF 1526 (Mathews, 
R, Milaca, 8075) 
Requires that property tax payments on mortgaged property 
located in multiple counties be sent to the Department of Revenue.  
Requires DOR to allocate the payments appropriately. 

Current law provides that the tax payment be sent to the 
county where the mortgage is “first presented for recording”, and 
directs that county to allocate the payment as appropriate. 

HF 1815 (Newberger, R, Becker, 2451); and HF 1985 (Davids, 
R, Preston, 9278) 
Eliminates the personal property tax on electric generation 
systems.  Institutes a new method of valuing personal property on 
electric generation systems, with a tax base equal to the sum of: 

Nameplate capacity 
times 

 $0 for hydroelectric, wind, or 
solar systems 

 $5 for biomass, natural gas, or 
nuclear fuels systems 

 $10 for coal, oil, or other 
fossil fuel-based systems 

Average electric energy 
production for the 

immediately preceding five 

 $0.05 for hydroelectric, wind, 
or solar systems 

 $0.0525 for biomass, natural 
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years times gas, or nuclear fuels systems 
 $0.055 for coal, oil, or other 

fossil fuel-based systems 
HF 1815 $150 million plus $100,000 per ton for machinery 
used to generate electricity from a nuclear fuel generation 

system 
HF 1954 $75,000 times the number of tons of spent fuel stored 

at a nuclear generating facility 
Adjusts these rates for inflation annually, based on the change in 
the gross domestic product for nonresidential investment.  Both 
bills define the tax base for electric transmission lines, electric 
distribution lines, and electric substations; HF 1985 provides 
specific valuation rates while HF 1815 leaves them undefined.  
Imposes net tax capacity levies on 2% of this tax base.  Exempts 
electric generating systems with a capacity of one megawatt or 
less.  Creates a transition aid for local governments whose net tax 
capacities are cut as a results of these changes.  The two bills are 
not identical but generally achieve the same purposes. 

HF 1829 (Poston, R, Lake Shore, 4293); and SF 1410 (Gazelka, 
R, Nisswa, 4875) 
Authorizes counties to abate the penalty for late property tax 
payments if the payment is delivered by mail to the county 
treasurer and the envelope has a postmark within one business day 
of the due date.  Prohibits abatement of any applicant’s taxes 
under such circumstances more than once.  Identical to HF 1537 
(Swedzinski, R-Ghent) in Spotlight 17-04. 

HF 1830 (Bliss, R, Pennington, 5516); and SF 1782 
(Ingebrigtsen, R, Alexandria, 7-8063) 
Changes the property tax exemption for land leased from 
governments if the entity rents it for noncommercial seasonal-
recreational/residential use from permissive on the part of local 
governments to mandatory and extends the exemption to class 1c 
(“Ma and Pa resort”) properties used in this manner.  Extends 
class 1c treatment to properties that abut a state trail administered 
by the DNR and to homesteads with title owned by a shareholder 
of the corporation who owns the resort, a partner in the partnership 
that owns the resort, or a member of an LLC who owns the resort. 

HF 1955 (Davids, R, Preston, 9278) 
Amends a DOR policy/technical provision in the 2013 omnibus 
tax bill to exempt certain leased public park property from the 
property tax during the term of outstanding leases. 

HF 2043 (Gruenhagen, R, Glencoe, 4229) 
Exempts property a charter school rents from a private individual 
from the property tax. 

HF 2114 (Whelan, R, Ramsey, 1729) 
Establishes a Legislative Property Tax Reform Task Force, two 
members appointed by the chair and minority lead members of the 
House and Senate Tax Committees.  Requires the task force to 
develop proposals to restructure the state’s property tax system to 
provide for a system that is easier and less costly to administer and 
more transparent and easier for taxpayers to understand, while 
minimizing the number of properties that experience sever tax 
changes.  Provides a list of elements which the proposals must 

include, and lists of elements which the task force is to consider: 
incorporating if possible, modifying or eliminating, or adding if 
deemed necessary.  Requires a report to the legislature. 

We’ve done this.  We have the blueprint in the excellent 
Property Tax Reform Working Group recommendations of 2012.  
What we lack is the political will, which won’t come from a new 
report. 

HF 2120 (Davids, R, Preston, 9278); and SF 1918 
(Chamberlain, R, Lino Lakes, 1253) 
Authorizes two or more cities, towns, and/or counties to establish 
a special taxing district to provide fire protection or emergency 
medical services.  Authorizes such districts to impose property tax 
levies and issue bonds for debt. 

HF 2254 (Petersburg, R, Waseca, 5368) 
Directs that resubmissions for a senior citizens’ property tax 
deferral that contain additional, corrected, or missing legal 
documentation retain the application date of the original 
application.  Requires DOR to suspend the running of the time 
period during periods of a taxpayer’s disability and prevent tax 
forfeiture of the affected home.  Directs DOR to consider whether 
the denial of an application was based on administrative mistake, 
inadvertence, error, or delay; the taxpayer’s inability, disability, or 
language barrier which prevented timely submission of 
documents; or other circumstances beyond the taxpayer’s control.  
Requires DOR in such cases to reverse the denial, provide 
additional time for the taxpayer to amend the application, or 
provide other relief as deemed appropriate. 

SF 1459 (Lourey, DFL, Kerrick, 0293) 
Provides that county levies for soil and water conservation 
districts be special taxing district levies.  Companion to HF 1263 
(Rarick, R-Pine City) in Spotlight 17-04. 

SF 1479 (Rest, DFL, New Hope, 2889) 
Eliminates the cabin-specific property tax class (4c(12)).  Reduces 
the state general levy from $863.8 million in payable 2017 to 
$840.0 million in payable 2018. 

If the proposal were enacted into law, cabin property would 
be classified 4bb(1) – Residential Non‐Homestead (Single Unit) 
property.  For purposes of local property taxation, this would 
result in no change as the two types of property have the same 
class rates (1.00% on the first $500,000 of value and 1.25% 
thereafter). 

SF 1495 (Dziedzic, DFL, Minneapolis, 7809) 
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 
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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.  Companion to HF 
1431 (Marquart, DFL-Dilworth) in Spotlight 17-04. 

SF 1560 (Lang, R, Olivia, 4918) 
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.  Companion 
to HF 1537 (Swedzinski, R-Ghent) in Spotlight 17-04. 

SF 1578 (Jasinski, R, Faribault, 0284) 
Provides a personal property exemption for an electric generation 
facility.  Companion to HF 0818 (Petersburg, R-Waseca) in 
Spotlight 17-03. 

SF 1600 (Clausen, DFL, Apple Valley, 4120) 
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.  Companion to HF 1096 (Maye Quade, 
DFL, Apple Valley, 5506) in Spotlight 17-04. 

SF 1630 (Utke, R, Park Rapids, 9651) 
Requires the state to pay for the costs of property tax judgments 
against state-assessed property.  Companion HF 1628 (Kiel, R-
Crookston) in Spotlight 17-04. 

SF 1659 (Weber, R, Luverne, 5650) 
Provides that the current licensure requirements for individuals 
appraising or physically inspecting real property apply only to 
persons working in counties with 1,000 or more improved parcels 
classified as 3a (commercial/industrial), excluding utility real and 
personal property. 

SF 1682 (Utke, R, Park Rapids, 9651) 
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.  Companion to HF 1551 
(Green, R-Fosston) in Spotlight 17-04, where there is a comment. 

SF 1867 (Utke, R, Park Rapids, 9651) 
Allows land farmed by a beginning farmer to qualify for the 
homestead classification.  Defines “beginning farmer” as a person 
who has a net worth that does not exceed the threshold for 
participating in the state’s Rural Finance Authority borrowing 
program for beginning farmers and who has not actively farmed 
agricultural property as a sole proprietor or with others for more 
than ten years in his or her lifetime.  Requires that the property 

have been classified as ag homestead immediately prior to when 
the beginning farmer began farming the property.  Companion to 
HF 0636 (Poston, R-Lake Shore) in Spotlight 17-03. 

SF 1913 (Eken, DFL, Twin Valley, 3205) 
Provides that any land enrolled in the federal Conservation 
Reserve Program be considered as being used for “agricultural 
purposes” and therefore eligible for class 2 property tax treatment. 

Current law provides that property enrolled in CRP be 
classified as agricultural only if it were classified as agricultural 
in 2002 or in the year immediately preceding its enrollment in the 
program. 

SF 1951 (Ingebrigtsen, R, Alexandria, 7-8063) 
Reinstates county assessors’ ability to reduce values for parcels 
where a conservation easement is in effect. 

Once upon a time, county assessors had to make these 
valuation adjustments.  Then the law was changed so they could 
make these adjustments.  Most recently the law was changed again 
to prohibit them from making these adjustments.  A 2014 report 
prepared by U of M economists for the Minnesota Board of Water 
and Soil Resources and the Department of Natural Resources 
concluded in part: “county assessor rural land valuation policies 
vary considerably among counties.  Similarly, the valuation 
practices for land subject to a [permanent conservation easement] 
also vary among counties.”  Any hearing on this proposal will 
likely shed some light on what the assessment community has done 
over the last three years to address these discrepancies. 

SF 1956 (Eichorn, R, Grand Rapids, 7079) 
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.  Companion to HF 1372 (Layman, R-
Cohasset) in Spotlight 17-04. 

Property Tax – Aids, Credits & Refunds 

HF 1930 (Marquart, DFL, Dilworth, 6829) 
Allows a second exemption when computing income for property 
tax refund purposes if both the claimant and his or her spouse 
were disabled or reached the age of 65 by December 31 of the year 
for which the taxes were levied or rent paid. 

HF 1998 (Howe, R, Rockville, 4373) 
Eliminates the requirement that nontaxable veterans benefits be 
treated as income for purposes of the property tax refund.  
Companion to SF 1202 (Frentz, DFL-North Mankato) in Spotlight 
17-04. 

HF 2037 (Backer, R, Browns Valley, 4929) 
Creates a jail administration program aid for counties outside the 
seven-county metro area.  Sets the annual aid payments equal to 
$800,000 for counties with population of less than 10,000 and to 
$400,000 for other counties.  Requires that the aid be spent for the 
operation of county jails.  Appropriates money for this purpose 
from the general fund. 
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HF 2059 (Ecklund, DFL, International Falls, 2190); and SF 
1679 (Eichorn, R, Grand Rapids, 7079) 
Provides that the payment in lieu of taxes on land subject to a 
single Forests for the Future easement exceeding 60,000 acres be 
0.75% of the assessed value of all such land.  Effective 
retroactively to 7/8/2010. 

HF 2107 (Drazkowski, R, Mazeppa, 2273) 
Prohibits cities imposing special local labor regulations from 
receiving Local Government Aid payments. 

We suspect the argument behind this bill would be, “if local 
control and self-determination in regulatory affairs can be viewed 
independent of state interests, shouldn’t local finance reflect the 
same general philosophy?”  Which is not an unreasonable 
question to consider. 

HF 2182 (Loeffler, DFL, Minneapolis, 4219) 
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 $77,000 of household income.  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 increases the income level at which the 
refund phases out to $75,000. 

The question has to be asked: given our already very 
generous and accessible refund program structure, is this really 
the highest and best use of in-demand general fund dollars? 

HF 2186 (Drazkowski, R, Mazeppa, 2273) 
Eliminates the provision relating to the renters’ property tax 
refund which deems that property taxes are 17% of the rent paid.  
Mandates instead that “rent constituting property taxes” equal a 
renter’s total rent payments times the ratio of net property taxes on 
the entire property divided by the total scheduled rent for the 
property.  Deems that property taxes equal 20% of rent paid for 
renters in units where a rent subsidy is paid based on the renter’s 
income or a subsidy is paid to a public housing authority that 
owners or operated the renter’s unit. 

This proposal would effectively return the renter’s property 
tax refund to its original state, where the refund was based on the 
gross rent attributable to the property taxes paid on each unit 
rented.  In 1997 the state converted the rent constituting property 
taxes to 18% of gross rent paid, in no small part because the 
system at the time was difficult for property owners to comply with 
and cumbersome for the state to administer and enforce 
compliance with.  The state has adjusted the share of rent assumed 
to constitute property taxes from time to time, most recently 
reducing it from 19% to 15% for refunds payable in 2010 (based 
on 2009 rent paid) and to 17% permanently beginning with 
refunds payable in 2011 (based on rent paid in 2010). 

The stated purpose of the property tax refund is clear: “to 
provide property tax relief to certain persons who own or rent 

their homesteads” (Minn. Stat. §290A.02).  Information published 
in 2013 by the Department of Revenue using Census Bureau data 
suggested that rent constituting property taxes, on a statewide 
basis, was about 15%.  Refunding more money to renters than they 
pay into the property tax system goes beyond that purpose by 
creating a renters’ subsidy. 

HF 2187 (Drazkowski, R, Mazeppa, 2273) 
Reduces the amount of Local Government Aid or County Program 
Aid that has been certified to a city, township, or county as 
appropriate by the amount of lobbying expenditure the local 
government reports on January 31 of that calendar year. 

HF 2242 (Davnie, DFL, Minneapolis, 0173) 
Reduces the threshold for qualifying for the targeting property tax 
refund from a year-on-year property tax increase of 12% to 10%.   

SF 1437 (Dziedzic, DFL, Minneapolis, 7809) 
Increases the annual Local Government Aid appropriation by 
$45.6 million (to $565.0 million), effective for aids payable 2017. 

SF 1508 (Eichorn, R, Grand Rapids, 7079) 
Makes various and sundry changes to the treatment of forest land 
under Sustainable Forest Incentive Act.  Companion to HF 1547 
(Layman, R-Cohasset) in Spotlight 17-04.  House Research has 
prepared a bill summary, which is available at 
http://www.house.leg.state.mn.us/hrd/bs/90/hf1547.pdf. 

Property Tax – Tax Increment Financing 

HF 1988 (Olson, DFL, Duluth, 4246) 
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.  Companion to SF 
1379 (Simonson, DFL-Duluth) in Spotlight 17-04. 

HF 2231 (Franke, R, St. Paul Park, 4342); and SF 1896 
(Schoen, DFL, Cottage Grove, 8060) 
Authorizes Washington County to create a TIF district with 
special rules in the city of Newport (the “Newport Red Rock 
Crossing Project”).  Requires approval by the city of Newport and 
Washington County. 

HF 2247 and HF 2297 (Hansen, DFL, South St. Paul, 6828); 
and SF 1942 (Housley, R, St. Mary's Point, 4351) 
Authorizes a retroactive approval of an interfund loan for a TIF 
district in the city of South St. Paul.  The three bills are virtually 
identical; HF 2297 and SF 1942 are companions. 

SF 1413 (Torres Ray, DFL, Minneapolis, 4274) 
Extends the five-year rule to an eight-year rule for the Lyndale 
Gardens Tax Increment Financing district in the city of Richfield.  
Companion to HF 1562 (Wagenius, DFL-Minneapolis) in 
Spotlight 17-04. 

SF 1491 (Osmek, R, Mound, 1282) 
Extends the five-year period for TIF District #3 in the city of 
Wayzata indefinitely.  Exempts the district from associated 
provisions governing the use of TIF district revenues for 
decertification after the five-year period’s expiration.  Companion 
to HF 0530 (Hertaus, R-Greenfield) in Spotlight 17-02. 
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Sales Tax 

HF 1853 (Swedzinski, R, Ghent, 5374) 
Exempts construction materials or equipment incorporated into 
buildings or facilities used principally by: public K-12 schools, 
colleges, and universities; local governments; publically-owned 
hospitals or nursing homes; public libraries including library 
systems; nonprofit groups; hospitals, outpatient surgical centers, 
and critical access dental care providers; nursing homes and 
boarding care homes from the sales and use taxes.  Exempts 
school district and local government contractors’ and 
subcontractors’ purchases of materials, supplies, and equipment 
used in public infrastructure of any kind from the sales tax.  
Requires that the tax be collected upfront and then refunded upon 
application.  Virtually identical to HF 0299 (Swedzinski, R-
Ghent), HF 0456 (Freiberg, DFL-Golden Valley), and SF 0283 
(Rest, DFL-New Hope) in Spotlight 17-02 except that the 
exemption includes more educational institutions. 

HF 1862 (Koznick, R, Lakeville, 6926) 
Proposes to amend the Minnesota Constitution to modify spending 
of the revenues generated from the additional 0.375% sales tax 
approved by voters in 2008 as follows: 

Spending Area 
Share of Total Revenues 
Current  Proposed 

Clean water 33% 33% 
Roads & bridges -- 30% 
Outdoor heritage 33% 19% 
Cultural heritage 19.75% 10% 

Parks & trails 14.25% 8% 

See our comments on HF 0698 (Green, R, Fosston, 9918) in 
Spotlight 17-03 for our thoughts on this general idea. 

HF 1897 (Vogel, R, Elko New Market, 7065); and SF 1551 
(Draheim, R, Madison Lake, 5558) 
Exempts purchases of construction materials and equipment 
incorporated into a water treatment facility owned and operated by 
the city of Elko New Market from the sales and use taxes.  
Effective retroactively to purchases made after June 1, 2014 and 
before June 1, 2016.  Provides a refund mechanism. 

HF 1902 (Marquart, DFL, Dilworth, 6829); and SF 1795 
(Eken, DFL, Twin Valley, 3205) 
Expands the sales and use tax exemption for purchases by 
501(c)(3) nonprofits to include groups whose mission is to support 
youth and families through a variety of activities, including 
membership allowing access to athletic facilities, and who provide 
free or reduced-price memberships to seniors or low-income 
families or persons.  Exempts the sale of memberships by such 
organizations from the sales and use taxes. 

The proposal is designed to treat organizations similar to a 
YMCA, YWCA, or Jewish Community Center (all of which already 
have such exemptions) the same as those groups. 

HF 1959 (Howe, R, Rockville, 4373); and SF 1753 (Senjem, R, 
Rochester, 3903) 
Establishes an active transportation program to support bicycle, 
pedestrian, and other nonmotorized transportation activities.  
Requires Revenue to estimate the amount of sales tax revenue 
attributable to the sale of bicycles and bicycle repair and 
replacement parts and dedicates that revenue to fund this program.  
Creates an advisory committee to make recommendations on the 
evaluation and selection of projects to be funded by this program 
and requires a report to the legislature. 

Slippery.  Slope. 

HF 1978 (Olson, DFL, Duluth, 4246); and SF 1636 (Simonson, 
DFL, Duluth, 4188) 
Exempts sales to 501(c)(3) nonprofit corporations operating ice 
arenas or ice rinks that are primarily used for youth and high 
school programs from the sales and use taxes. 

HF 2004 (Garofalo, R, Farmington, 1069) 
Exempts 35% of the price of retail sales of electricity, natural or 
artificial gas, proposed, and water used and purchase by a 
restaurant located in Minnesota from the sales tax.  Defines 
“restaurant” as a facility operated on a for-profit basis with an on-
site kitchen whose usual business is serving meals to customers 
and which receives at least 70% of its gross receipts from the sale 
of prepared food. 

HF 2014 (Knoblach, R, St. Cloud, 6612) 
Exempts admission to or charges for access to a BMX track which 
is sanctioned by a national or regional governing body for bicycle 
motocross racing and is owned and operated by a 501(c)(3) 
nonprofit from the sales and use taxes. 

HF 2060 (McDonald, R, Delano, 4336); nd SF 1701 (Anderson, 
B., R, Buffalo, 5981) 
Exempts sales by county fair boards, including admissions and 
concessions, during a county fair from the sales and use taxes.  
Requires those boards to annually determine the amount of sales 
tax savings from this provision and spend an equal amount on 
maintaining, improving and expanding fairground buildings and 
facilities.  Similar in many respects to HF 1641 (McDonald) in 
Spotlight 17-04. 

HF 2061 (Swedzinski, R, Ghent, 5374) 
Exempts purchases of materials by MNDoT, local governments, 
or their contractors from the sales and use taxes if used in 
providing transportation and public transit services.  Further 
exempts all sales to MNDoT from the sales and use taxes, 
including purchases by contractors of construction materials for 
MNDoT buildings or facilities.  Disallows the exemption for any 
purchase of construction materials and equipment incorporated 
into a building or facility that is not transportation related and 
which will not be used primarily by MNDoT.  Exempts purchases 
of vehicles by MNDoT and local governments used exclusively 
for highway, road, and bridge maintenance from the motor vehicle 
sales tax. 
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HF 2099 (Pierson, R, Rochester, 4378) 
Exempts construction materials and equipment incorporated into a 
Second Harvest Heartland regional charitable food warehouse, 
distribution, and office facility in Anoka County from the sales 
and use taxes.  Requires that the tax be paid at time of purchase 
and refunded upon application. 

HF 2175 (Jessup, R, Shoreview, 0141); and SF 1780 (Isaacson, 
DFL, Shoreview, 5537) 
Exempts purchases of construction materials and equipment 
incorporated into a private redevelopment project on the site of the 
former Twin Cities Army Ammunition Plant from the sales and 
use taxes.  Requires the resulting redevelopment to be subject to 
property taxes before the exemption becomes effective.  Provides 
that the tax on such materials be collected at the time of sale and 
then refunded upon application. 

HF 2183 (Fabian, R, Roseau, 9635); and SF 1884 (Johnson, 
M., R, East Grand Forks, 5782) 
Exempts an electronic component distribution center investing a 
minimum of $200 million and constructing a facility of 700,000 
square feet from the sales tax exemption limits in the Greater 
Minnesota Job Expansion Refund Program.  Provides instead that 
DEED may authorize a sales tax exemption for this facility of $5 
million annually and of up to $30 million for the total period of the 
agreement.  Also includes other provisions relating to this project, 
which appears to be located in Thief River Falls. 

HF 2204 (Carlson, L., DFL, Crystal, 4255) 
Exempts purchases of construction materials and equipment 
incorporated into state-owned buildings and infrastructure from 
the sales and use taxes.  Requires that for such purchases by 
contractors, subcontractors, or builders working for the state that 
the tax be collected upfront and refunded upon application. 

HF 2252 (Rarick, R, Pine City, 0518) 
Dedicates 25% of the sales tax revenues from the sale of fireworks 
allowed to be sold to the public for volunteer fire assistance grants 
and another 25% to the fire safety account. 

HF 2265 (McDonald, R, Delano, 4336); and SF 1983 (Jensen, 
R, Chaska, 4837) 
Expands the current sales and use tax exemption on purchases for 
nonprofits to include any 501(c)(3) or 501(c)(4), so long as the 
item purchased is used in the performance of a charitable, 
religious, civic, governmental, or educational function and no part 
of the organization’s net earnings inures to the benefit of a private 
individual.  Expands the current sales and use tax exemption for 
fund-raising sales to include any 501(c)(3) or 501(c)(4), so long as 
the item purchased is used in the performance of a charitable, 
religious, civic, governmental, or educational function and no part 
of the earnings are used for lobbying or other political activities.  
Eliminates the provisions that disallow the exemption for fund-
raising sales on premises leased for between 6 and 29 days. 

HF 2267 (Runbeck, R, Circle Pines, 2907); and SF 1932 
(Osmek, R, Mound, 1282) 
Requires counties wishing to impose the up-to-0.5% greater 
Minnesota transportation sales and use tax to first obtain voter 

approval.  Prohibits proceeds from being spent on any capital 
project not explicitly approved by voters.  Limits the duration of 
the tax to ten years, unless an extension is approved by voters. 

SF 1439 (Anderson, P., R, Plymouth, 9261) 
Expands the sales tax exemption for construction materials used in 
sports facilities and civic centers funded by a city of the first class 
(Minneapolis, St. Paul, Rochester, and Duluth) to include such 
materials used for facilities owned by the city of Plymouth.  
Limits the total exemption for Plymouth to $2.5 million.  
Companion to HF 0924 (S. Anderson, R-Plymouth) in Spotlight 
17-03. 

SF 1493 (Senjem, R, Rochester, 3903) 
Expands the 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 or disabled and is organized 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.  Comparison to 
HF 1396 (L. Carlson, DFL-Crystal) in Spotlight 17-04. 

SF 1875 (Senjem, R, Rochester, 3903) 
Authorizes a city or group of cities to impose a local sales and use 
tax of up to 0.5% without need for a special law.  Requires such 
revenues be used to finance capital costs of certain listed regional 
projects, which generally relate to public facilities; improvements 
related to state highways; parks, trails, and recreational centers; or 
flood control and water quality projects.  Requires voter approval 
for the imposition of such a tax.  Prohibits any such tax from being 
imposed over a period longer than 20 years. 

Historically, the state has approved local sales taxes on a 
case-by-case basis, except for those on lodging whose revenues 
are dedicated for tourism purposes.  The approach has been to 
approve taxes to fund projects that are regional in nature and 
benefit the public at large – justifying the imposition of a tax that 
is likely imposed in some proportion to those who benefit from it.  
This proposal would basically provide blanket approval for these 
kinds of projects, provided local voters will support the tax. 

Giving local governments general authority to levy a sales tax 
comes with inevitable inequalities between cities and regions that 
have retail bases strong enough to make a local sales tax viable, 
and those that do not.  It may also have some unintended 
consequences, as studies have also shown that the “chase” for 
sales tax base can create distortions in land use decisions and 
exacerbate issues such as affordable housing.  We’ll watch any 
hearing on this proposal with keen interest to see how the “One 
Minnesota” proponents react. 
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Tobacco Taxes 

HF 2314 (Davids, R, Preston, 9278) 
Provides for a minimum tax on 1.2 ounce cans of moist snuff 
equal to that imposed on a pack of cigarettes. 

HF 2199 (Schultz, DFL, Duluth, 2228); and SF 1537 and SF 
1653 (Dziedzic, DFL, Minneapolis, 7809) 
Imposes a tax on vapor products effectively equal to 95% of the 
wholesale price.  Requires that packages of moist snuff must have 
a tax stamp (similar to cigarettes) in order to be sold in Minnesota.  
Regulates vapor products under the same regime as cigarettes and 
tobacco products.  Provides that the Department of Revenue 
regulate local governments’ issuance of licenses to sell cigarettes 
and tobacco.  The three bills are effectively identical, but none 
have been designated companion bills. 

Waste Taxes 

HF 2088 (Uglem, R, Champlin, 5513); and SF 1650 (Ruud, R, 
Breezy Point, 4913) 
Increases the proportion of solid waste management tax revenues 
dedicates to the Environmental Fund from the greater of $33.76 
million or 70% of the total to 75% of the total in FY 2018-19; 
80% of the total in FY 2020-21; and 100% thereafter; with a 
corresponding reduction in the proportion paid into the General 
Fund.  Requires that the additional money be spent on a specified 
list of activities relating to county waste reduction and recycling. 

HF 2282 (Kiel, R, Crookston, 5091); and SF 1940 (Senjem, R, 
Rochester, 3903) 
Requires the state to pay refunds of the solid waste management 
tax to owners of waste processing facilities and waste-to-energy 
facilities equal to the tax paid on materials the facility removes 
from the waste stream for recycling, composting, or reuse. 

EDUCATION – FINANCE 
HF 1716 (Loon, R, Eden Prairie, 7449); and SF 1556 and SF 
1820 (Nelson, R, Rochester, 4848) 
Increases basic per pupil funding formula by 2% in FY 2018 and 
again in FY 2019 and thereafter; from $6,067 to $6,188 per 
student and then from $6,188 to $6,312.  All three bills are 
identical; HF 1716 and SF 1556 are companions. 

This matches the Governor’s proposal so if you are looking 
for a signs of optimism for the end of session, here is a green 
shoot. 

HF 1927 (Heintzeman, R, Nisswa, 4333) 
Increases local optional levy equalization for school districts in 
which cabin properties make up more than 30% of the district’s 
total taxable market value. 

EDUCATION – POLICY 
HF 1966 (Peterson, R, Lakeville, 5387); and SF 1748 
(Chamberlain, R, Lino Lakes, 1253) 
Requires the Dept. of Education to rate public school sites and 
districts in accordance with the federal Elementary and Secondary 
Education Act, based on performance and graduation rates. 

ELECTIONS 
HF 1964 (Lohmer, R, Stillwater, 4244) 
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.  Companion to SF 1361 (Housley, R-St. Mary's 
Point) in Spotlight 17-04. 

HF 2073 (Drazkowski, R, Mazeppa, 2273) 
Repeals the public subsidy program.  Provides instead for 
voluntary candidate pledges to abide by both expenditure limits 
and certain other provisions relating to elections. 

HF 2322 (Albright, R, Prior Lake, 5185) 
Authorizes cities, counties, townships, and school districts to 
adopt ranked-choice voting.  Establishes procedures for its 
adoption, implementation, and use. 

SF 1590 (Chamberlain, R, Lino Lakes, 1253) 
Requires local referenda relating to spending to be held on the first 
Tuesday after the first Monday of November in any year.  
Provides that any increase in the general property tax levy of a 
county or city of 500 or more (excluding any increase approved by 
voters at a general or special election) be subject to a reverse 
referendum if a number of voters equal to 10% of those voting in 
the last general election petition for such.  Provides that, if voters 
reject the general levy increase, the local government’s levy be set 
equal to the sum of its nondebt levy certified two years previous to 
the current year and any proposed levy amount dedicated to 
finance debt for capital purchases and projects.  Companion to HF 
0654 (Drazkowski, R-Mazeppa) in Spotlight 17-03, where there is 
a comment. 

LEGISLATURE 
HF 1814 (Thissen, DFL, Minneapolis, 5375); and SF 1553 
(Nelson, R, Rochester, 4848) 
Directs the Legislative Commission on Data Practices and 
Personal Data Privacy to study and recommend options for 
expanding public access to legislative records and meetings. 

HF 1843 (Knoblach, R, St. Cloud, 6612) 
Provides for the election of state legislators on a nonpartisan basis. 

In 1913, state legislators changed the law to require non-
partisan elections for the state House and Senate.  Legislators 
removed this requirement beginning with the 1974 election for the 
House and the 1976 election for the Senate (since the Senate was 
not up for election in 1974).  This did not stop legislators from 
caucusing in two groups – “Conservatives” and “Liberals” – 
during this period. 

HF 1890 (Gunther, R, Fairmont, 3240); and SF 1962 
(Ingebrigtsen, R, Alexandria, 7-8063) 
Creates a standing appropriation from the general fund for 
legislators’ salaries as prescribed by the Legislative Salary 
Council.  The two bills are not identical but generally achieve the 
same goal. 
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We could be wrong, but it seems like this proposal would 
ensure that legislators get paid in the event of a government 
shutdown. 

HF 2142 (McDonald, R, Delano, 4336); and SF 1778 (Jensen, 
R, Chaska, 4837) 
Prohibits legislators from collecting per diem living expense 
payments during a special session unless all major finance and 
revenues bills have been enacted. 

SF 1843 (Bakk, DFL, Cook, 8881) 
Reduces the size of the Minnesota Senate from 67 to 56 members 
and reduces the size of the Minnesota House from 134 to 112 
members, effective for the 2022 general election.  Prohibits 
senatorial districts from crossing congressional district boundaries. 

The proposal would effectively peg the size of the legislature 
to the number of congressional districts the state has, with 7 
senators and 14 representatives allotted for each. 

Proponents of large(r) legislatures note that having more 
legislators allows for smaller, more homogenous districts to which 
elected officials can be more responsive.  Proponents of small(er) 
legislatures tout the cost savings that comes with fewer legislators 
and note that Minnesota is near average when it comes to state 
population but far above average when it comes to the size of the 
state legislature. 

SF 1976 (Marty, DFL, Roseville, 5645) 
Requires that negotiations between Senate and House conference 
committee members or staff members related to the conference 
committee or the bill before the committee; a meeting between the 
Senate majority leader and the House Speaker to set budget targets 
or negotiate the state budget; and any meeting to set budget targets 
or negotiate the state budget that includes the governor and at least 
one of the following: the House or Senate majority or minority 
leader and the House Speaker, be subject to the Open Meetings 
law.  Prohibits former legislators, constitutional officers, and 
commissioners, deputy commissioners, assistant commissioners, 
and the heads of any state department of agency from lobbying for 
legislative or administrative action for a seven-year period after 
leaving office.  Includes other provisions that require additional 
disclosure of public officials’ economic interests and of lobbying 
and lobbyist contributions; certain reports of lobbying activity; 
and disclosure of electioneering communications. 

For all the push we’ve seen this session for greater legislative 
transparency, it sure would be nice if a tiny fraction of this 
passion and enthusiasm could be directed toward generating a 
little sunlight for taxpayers on collective bargaining negotiations 
and agreements so citizens better judge how well its elected 
officials are balancing the public interest with private interests in 
government. 

STATE AND LOCAL GOVERNMENT 
HF 1866 (Albright, R, Prior Lake, 5185); and SF 1490 
(Osmek, R, Mound, 1282) 
Expands the membership of the Metropolitan Council from 17 to 
27 members.  Eliminates the authority 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.  Limits the Metropolitan Council to the 
seven-county metro.  Includes other provisions relating to hearings 
on system statements. 

HF 1969 (Thissen, DFL, Minneapolis, 5375) 
Repeals the authority the Office of the State Auditor has to bill for 
services provided.  Transfers the amounts in the state auditor 
enterprise fund to the general fund.  Appropriates an undetermined 
amount from the general fund for the Office of the State Auditor. 

Corrective action for a very large political miscalculation 

SF 1532 (Marty, DFL, Roseville, 5645) 
Directs the University of Minnesota’s Bureau of Business and 
Economic Research to develop a Genuine Progress Indicator 
(GPI), which must include at least 18 listed components that 
include economic, environmental, and social indicators.  Requires 
that the measure be included in state budget forecasts.  
Appropriates an undetermined amount of money for the effort.  
Companion to HF 0437 (Schultz, DFL-Duluth) in Spotlight 17-02, 
where there is a comment. 

SF 1534 (Hall, R, Burnsville, 5975) 
Requires school boards to implement policies that prohibit their 
employees from using district funds or other public resources to 
advocate for or against ballot questions, pending legislation, or 
election of a candidate for public office.  Requires school board to 
provide the district’s electorate with timely factual information 
about a pending ballot question.  Companion to HF 0819 
(Koznick, R-Lakeville) in Spotlight 17-03. 

SF 1735 (Franzen, DFL, Edina, 6238); and SF 1914 (Eken, 
DFL, Twin Valley, 3205) 
Requires the state’s economic forecast to factor the effect of 
inflation into projections of future expenditures.  The two 
measures are not identical but generally achieve the same goals.  
SF 1735 is the companion to HF 1423 (Rosenthal, DFL-Edina) in 
Spotlight 17-04, where we commented on this issue at length. 

SF 1849 (Koran, R, North Branch, 5419) 
Requires local governments wanting to lease public land or 
facilities for term of at least three years that were acquired or 
improved using debt issued by a housing and redevelopment 
authority, a port authority or seaway port authority, an economic 
development authority, or another authority exercising similar 
powers, to obtain reverse referendum approval for the lease if a 
petition for such, signed by a number equal to 5% of the votes cast 
at the last general election, is filed with the county auditor.  
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Companion to HF 0112 (Runbeck, R-Circle Pines), which was 
introduced in January 9th but not summarized in any previous 
edition of Legislative Spotlight. 

TAX ADMINISTRATION/GENERAL POLICY 
HF 1751 (Lesch, DFL, St. Paul, 4224); SF 1538 and SF 1643 
(Dziedzic, DFL, Minneapolis, 7809) 
Authorizes Revenue to disclose information to Human Services 
for verification of eligibility for the Medical Assistance program.  
Authorizes DOR to provide information to the DNR, a deputy 
registrar of vehicles, or MNDoT, as appropriate, on whether any 
necessary sales and use tax has been paid on a snowmobile, all-
terrain vehicle, watercraft, or aircraft.  All three bills are identical; 
HF 1751 and SF 1538 are companions. 

Under current law, DNR, MNDoT, or the registrars must 
verify that the sales and use tax has been paid on one of these 
items before issuing an initial registration for it.  This proposal is 
likely designed to facilitate the information sharing required for 
these agencies to administer these laws effectively. 

HF 1754, HF 1755, HF 1756, and HF 1800 (Marquart, DFL, 
Dilworth, 6829); and SF 1544 (Rest, DFL, New Hope, 2889) 
According to the House Research summary for this proposal, it 
“extends regulations that apply only to preparers of individual 
income tax returns to apply to paid preparers for any tax return 
filed with the commissioner of revenue, as well as claims for 
refunds. Provides new civil penalties and authorizes administrative 
orders.  Reorganizes and clarifies current regulations that apply to 
paid tax preparers.  Effective for claims and returns filed after 
December 31, 2017.”  The summary is available at 
http://www.house.leg.state.mn.us/scripts/billsum.pl?fname=HF17
56&session=90&session_number=0&year=2017. The bills are 
either identical or virtually so; HF 1755 and SF 1544 are 
companions. 

Multiple bills appear to have been introduced in the House as 
an effort to get the proposal heard in all the relevant committees 
prior to the first committee deadline. 

HF 1769; HF 1770 (Slocum, DFL, Richfield, 7158); and SF 
1655 (Eaton, DFL, Brooklyn Center, 8869) 
Makes the sale, purchase, installation, transfer, possession, 
accessing, or use of an automated sales suppression device a 
felony criminal offense.  Also creates civil penalties for the sale, 
transfer, development, manufacture, or possession with intent to 
sell or transfer of such devices.  Deems such devices as 
contraband that is subject to forfeiture.  All three bills are 
identical; HF 1770 and SF 1655 are companions. 

HF 1773 (Anderson, S., R, Plymouth, 5511) 
Clarifies that the notice date relating to appeals of Department of 
Revenue orders in the Tax Court means the date of the order 
adjusting the tax or order denying a request for abatement, or, in 
the case of a denied refund, the date of the notice of denial.  
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.  

Provides alternative proof of timely mailing/timely filing with the 
Tax Court via affidavit of such.  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. 

HF 1797 (McDonald, R, Delano, 4336) 
Authorizes Revenue to disclose information to Human Services 
for verification of eligibility for the Medical Assistance program.  
Modifies the definition of “long-term care insurance” to mean a 
policy that qualifies for a federal deduction, disregarding the 
adjusted gross income test instead of the 7.5% income test.  
Clarifies that a person that omits from the MinnesotaCare tax 
return an amount of tax that is 25 percent higher than the amount 
reported may be assessed within 6-½  years after the due date of 
the return, or the date the return was filed, whichever is later.  
Provides that the request for a pharmacy refund has to be filed on 
an annual return by March 15 of the year following the year in 
which the drugs were delivered outside Minnesota.  Stipulates that 
a pharmacy refund will not be allowed if the initial claim for 
refund is filed later than one year from that date. 

We’re not sure why bills containing very technical changes to 
the law are moving forward as separate bills, except perhaps to 
serve as vehicle bills to move tax provisions along at the end of 
session. 

HF 1821 (Petersburg, R, Waseca, 5368); and SF 1539 (Senjem, 
R, Rochester, 3903) 
Authorizes Revenue to disclose information that MNDoT requires 
to determine that any necessary sales and use tax has been paid on 
the lease, purchase, or sales of an airplane so that it may register 
the craft.  Directs that a motor vehicle under the control of a 
Minnesota resident that is owned by a non-Minnesota business 
entity is presumed to be owned by the Minnesota resident if the 
business entity meets any two of six listed criteria.  Stipulates that 
a motor vehicle is “under the control of a Minnesota resident” if 
the resident is a partner, member, or shareholder of the business 
entity; is insured to drive the vehicle; and operates or stores the 
vehicle in Minnesota for any period of time. 

HF 1854 and HF 2143 (Davids, R, Preston, 9278); and SF 1480 
(Chamberlain, R, Lino Lakes, 1253) 
Extends the requirement to collect and remit sales and use taxes to 
marketplace providers.  HF 2143 is the companion bill to SF 1164 
(Rest, DFL, New Hope, 2889) in Spotlight 17-04, where there is 
more information; and HF 1854/SF 1480 are companion bills that 
are identical to HF 1854 except that they require these provisions 
go into effect no later than July 1, 2018 instead of July 1, 2020. 

HF 1883 (O'Driscoll, R, Sartell, 7808) 
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.  
Companion to SF 1392 (Dziedzic, DFL-Minneapolis) in Spotlight 
17-04. 
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HF 1884 (O'Driscoll, R, Sartell, 7808) 
Allows for the electronic filing of documents with the Tax Court.  
Companion to SF 1008 (Dziedzic, DFL-Minneapolis) in Spotlight 
17-04. 

HF 2305 (Garofalo, R, Farmington, 1069) 
Requires Revenue’s Tax Incidence Study to include information 
on the distribution of federal taxes borne by Minnesota residents. 

Legislators considered this issue in 2011; at the time Revenue 
staff testified that this could be done but would still provide an 
incomplete incidence picture because tax importation from other 
states onto Minnesota residents would still be missing.  Opponents 
of this concept note that state and local officials can only set 
policy on issues over which they have control, and that does not 
include federal tax law.  Proponents feel – with certainly some 
justification – that since the federal government taxes a tax bite 
that is often multiple times what state and local governments 
impose, any incidence study that does not take federal taxes into 
account provides an inadequate basis for evaluating Minnesota’s 
tax system. 

Unfortunately, advocates too often have turned the tax 
incidence study’s primary use from being an invaluable policy 
resource in understanding and developing state tax policy into a 
political tool to justify higher taxes under the guise of tax fairness.  
Moreover, the idea that uniform effective tax rates across the 
range of household incomes is a precise mathematical definition 
of “tax fairness” and that leveling this out should be the singular 
objective of tax policy is fraught with an abundance of 
questionable premises and highly problematic assumptions.  As a 
State Tax Notes review of state tax systems rankings noted, 
“Assessments of state and local tax progressivity are quite 
sensitive to assumptions about incidence, and those are by no 
means settled. Consequently, the only hard conclusion we draw 
here is that perhaps precise claims about the overall 
progressivity/regressivity of individual state and local tax systems 
should be taken with a large grain of salt.” (STN 11/18/2013). 

SF 1503 (Chamberlain, R, Lino Lakes, 1253) 
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. 

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.  Companion to HF 1694 (S. Anderson, R-
Plymouth) in Spotlight 17-04. 

TRANSPORTATION 
HF 2082 (Hornstein, DFL, Minneapolis, 9281); and SF 1857 
(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 from $10 plus 1.25% of the 
base value to $20 plus 5% of the base value, effective with 
registration periods beginning after 7/1/2020.  Removes the 
prohibition against increases in the vehicle registration tax for 
individual vehicles.  Imposes a metropolitan area transit sales and 
use tax of 0.75% in all seven metro-area counties and dedicates 
the proceeds to finance metro-area transit projects.  Directs that, if 
four or more counties opt out of the existing 0.25% optional 
transportation sales, this tax not be imposed in those counties.  
Reduces the 0.75% rate in any metro area county that decides to 
impose the 0.5% transportation tax available to those counties not 
participating in the metro-area transit tax program in a way so that 
the total transportation-related sales tax rate equals 0.75%.  
Imposes a $10 surcharge on motor vehicle transfers and 
registration renewals.  Increases the cost of special license plates 
(i.e., critical habitat) by $2.50.  Provides for a set of efficiency 
measures related to transportation finance.  Includes other 
provisions related to transportation finance. 

SF 1825 (Osmek, R, Mound, 1282) 
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.  Companion to HF 1315 (Runbeck, R-Circle Pines) in 
Spotlight 17-04. 
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