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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 a just over a month between the first day of the 2018 
legislative session and the first committee deadline, the state’s 
own version of March Madness has commenced.  Our usual bi-
weekly Legislative Spotlight has become, for this edition at least, a 
weekly publication. 
 Governor Dayton released his supplemental budget for the FY 
18-19 biennium on Friday, which proposes to raise $20 million in 
new revenues, spend an additional $227 million, and leave $123 
million on the bottom line (note that these numbers do not add due 
to rounding).  The largest new spending items include $30 million 
for expanding broadband service to unserved/underserved parts of 
Minnesota, $27 million for “pension sustainability measures”, 
$20 million to MN.IT for cyber-security, $17 million for additional 
special education funding, and $16 million for additional revenue 
to school districts for improved student and school safety. 
 On the tax side, although the net effect of the changes would 
be a $20.9 million increase in revenues for FY18-19, the devil is 
definitely in the details of the “Minnesota Response to the 2017 
Federal Tax Bill”.  That part of the proposal provides $214 
million of individual income tax relief, which is more than offset 
by $272 million in new corporate tax revenues.  Our 
understanding of the proposal is limited to the promotional 
materials the governor’s office and MMB have generated, but on 
the individual income tax side it appears to –among other things – 
move Minnesota’s starting point for calculating taxable income to 
FAGI, reinstate personal and dependent exemptions and the 
current standard deduction, and provide a new $60 nonrefundable 
per-person credit.  Businesses will see full conformity to section 
179 expensing but will see their repatriated income taxed and will 
have the business income deduction limited.  Much more on all 
this when the governor releases his tax proposals in bill format – 
when we can analyze the proposed statutory language instead of 
concepts.  See the accompanying table for the fiscal impact of 
Governor Dayton’s tax proposals. 
 We would be remiss if we didn’t note that the governor’s 
proposal also includes “corporate tax reform” (likely the same or 
similar to measures he advocated for last year).  It would also 
repeal or modify the three tax changes from last year’s tax bill 
that drew his ire: the reductions in the cigarette/tobacco products 
taxes, the elimination of the state general levy, and the increase in 
the estate tax exemption. 
 The next two weeks at the Capitol will be dedicated to policy 
work as legislators try to move their bills through the committee 
process before the second committee deadline on March 29th.  
After legislators return from their Easter/Passover recess, expect 
the Tax Committees to hit the ground running as they try to 
fashion something that will pass muster will all three stakeholder 
– the House, the Senate, and Governor Dayton – before 
mandatory adjournment on May 21. 

Fiscal Summary of Governor’s Tax Initiatives 
(Revenues net of Expenditures) 

 (in thousands, parentheses indicate losses to the General Fund) 

Supplemental Items FY 18-19 FY 20-21 
Federal Tax Bill Changes 

Minnesota Response to the 2017 Federal 
Tax Bill 

$55,394 $266,977

Subtotal – Federal Tax Bill Changes $55,394 $266,977
Individual Income Taxes 

Working Family Credit Expansion ($52,376) ($102,456)
Angel Tax Credit ($10,000) $0
Subtotal – Individual Income Taxes ($62,376) ($102,456)

Corporate Income Taxes 
Corporate Tax Reform $5,500 $22,500
Subtotal – Corporate Income Taxes $5,500 $22,500

Estate Tax 
Freeze Estate Tax Exclusion at $2.4 
million 

$0 $38,600

Subtotal – Estate Tax $0 $38,600
Sales and Use Taxes 

Modify Data Center Exemption $6,600 $68,000
Subtotal – Sales and Use Taxes $6,600 $68,000

Statewide Property Tax 
Reinstate State General Levy Inflator $12,140 $89,610
Subtotal – Statewide Property Tax $12,140 $89,610

Cigarette/Tobacco Products Tax 
Restore Tobacco Tax Inflator and Restore 
Premium Cigar Tax 

$3,210 $25,550

Tobacco Products Tax Changes $474 $3,506
Subtotal – Cig/Tob Products Tax $3,684 $29,056

Property Tax 
Homestead Classification – Allow 
Individual Taxpayer Identification 
Number 

$0 ($2,200)

Senior Property Tax Deferral 
Enhancement 

$0 ($420)

Subtotal – Property Tax $0 ($2,620)
General Fund Total $20,942 $409,667
Source:  Data from Minnesota Management and Budget. 
Calculations by MCFE. 
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LEGISLATIVE/REVENUE BILL SUMMARIES 
 The following are links to additional information from House 
Research; Senate Counsel, Research, and Fiscal Analysis; or the 
Department of Revenue on bills summarized in this edition or 
prior editions of the Legislative Spotlight that may be of interest to 
members. 

 HF 3410 (DOR technical bill) 

https://www.fiscalexcellence.org/Blog_Materials/2018-dor-
technical-bill-summary.pdf 

BILL INTRODUCTIONS 
 Tax bills are listed first by tax type in alphabetical order, then 
additional topics in alphabetical order.  Within each topic, House 
bills (HF--for “House File”) are listed first, then Senate bills (SF--
for “Senate File”).  The bills are in numerical order within each 
chamber.  Each bill heading contains the chief author and his or 
her political party, city or township of residence, and the last four 
digits of his or her capital office phone number.  The 651 area 
code and 296-exchange are assumed unless shown otherwise. 

TAXES 
This first portion of tax bills consists of more comprehensive bills.  
The bills included under various “combinations” are bills with 
more than one tax in them, but are not considered comprehensive. 
Unless otherwise noted, effective dates for bills are as follows: 
 Corporate franchise and individual income taxes: Tax years 

beginning after December 31, 2017 
 Property tax: Taxes levied in 2018, payable in 2019 
 Sales tax: Sales and purchases made after June 30, 2018 

Combinations of Taxes (Corporate and Individual 
Income) 
HF 3853 (Loon, R, Eden Prairie, 7449) 
Creates a refundable individual income tax credit for child care 
professionals which varies based on the filer’s “career lattice step” 
(a system with steps based on training hours, credentials, college 
credits and degrees earned) as follows: a $500 credit for filers with 
the equivalent of a child development associate credential,  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 for child care providers of 
an undetermined amount, which would vary based on the quality 
rating of the facility the provider operates times the average 
number of children is his/her care during the year. 

Creates a credit against the individual income tax equal to the 
amount paid to a childcare facility on behalf of a dependent child 
as follows: 

Facility 
Quality 
Rating 

Percent of Amount 
Paid Eligible 

for Credit 

Maximum Credit 
One Child / 2+ 

Children 
Four stars 150% $1,050 / $2,100 
Three stars 100% $850 / $1,700 
Two stars 50% $650 / $1,300 
One star 25% $500 / $1,000 

Creates a credit against the individual income and corporate 
franchise taxes equal to a share of eligible business childcare 
expenses paid to a childcare facility or for a childcare facility to 
which the expenses are related as follows: 

Facility 
Quality 
Rating 

Percent of Amount 
Paid Eligible 

for Credit 
Four stars 20% 
Three stars 15% 
Two stars 10% 
One star 5% 

Provides that, for all nonrefundable credits the proposal creates, 
filers may carry excess credit forward for up to five years. 

This proposal would restructure the tax code to incentivize 
contributions to/enrollment in childcare facilities, provide greater 
incentives for higher quality facilities, and provide greater 
incentives for child care provider education and training.  With 
regard to parents’ enrollment decisions, the question is: if prices 
rise with quality, does $33.33 per month per child (less if one has 
more than two children in childcare) that the maximum state 
credit provides for parents outweigh any cost increases associated 
from going from two to four stars? 

SF 3494 (Westrom, R, Elbow Lake, 3826) 
Conforms Minnesota’s individual and corporate tax regimes to the 
higher section 179 expensing deduction and threshold amounts 
while leaving the state’s 80% addback/5-year subtraction rules in 
place.  Eliminates the 80% addback/5-year subtraction rules 
governing section 179 expensing only for farm machinery placed 
in service in taxable years beginning after 12/31/2017.  
Companion to HF 3569 (P. Anderson, R-Starbuck) in Spotlight 
18-02, where there is a comment. 

Combinations of Taxes (Corporate, Individual Income 
and Property) 
SF 3301 (Nelson, R, Rochester, 4848) 
Creates an individual income, corporate franchise, and insurance 
tax credit equal to contributions to a state-administered fund used 
to award grants and loans for development of low- and moderate-
income housing.  Requires a minimum contribution of $100 to 
qualify for the credit.  Caps the maximum credit for any individual 
taxpayer at $5 million annually and at $25 million annually in 
aggregate.  Provides that excess credit may be carried forward ten 
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years, but must be used at the earliest opportunity(ies).  Creates 
eligibility guidelines and other administrative provisions related to 
the newly-created Minnesota housing tax credit contribution fund. 

Combinations of Taxes (Corporate, Individual Income 
and Property) 
HF 3939 (Lien, DFL, Moorhead, 5515) 
Authorizes cities participating in the border city development zone 
program to establish a homeowner incentive program to encourage 
purchase and rehabilitation of existing homes or creation of new 
homes within the development zone and a program to incent 
businesses to purchase, lease, rehabilitate, or make improvements 
to residential, public utility or commercial property within the 
zone.  Directs that these programs include an amount which a filer 
may subtract from his/her/its income when computing Minnesota 
taxable income.  Requires Revenue to estimate the amount of 
individual income and corporate franchise tax revenues lost 
annually through this program and reduces each city’s border city 
development zone appropriation allocation by that amount.  
Exempts homestead property participating in these programs for a 
period of five years. 

Why can’t we just allow the cities along Minnesota’s western 
border that participate in this program – Breckenridge, Dilworth, 
East Grand Forks, Moorhead, and Ortonville – use some or all of 
the money appropriated for this program to award grants to 
homeowners and businesses who engage in the behaviors they 
want to promote? 

Combinations of Taxes (Corporate, Individual Income 
and Property Tax Refund) 
HF 3656 (Anderson, S., R, Plymouth, 5511); and SF 3162 
(Anderson, P., R, Plymouth, 9261) 
Conforms Minnesota individual income tax and property tax 
refund regimes only to the federal changes enacted in the Disaster 
Tax Relief and Airport and Airway Extension Act of 2017 (Public 
Law 115-63) and the Tax Cuts and Jobs Act (Public Law 115-97).  
Eliminates the 80% deduction/5-year addback provisions currently 
in force for section 179 expensing.  Reduces the four individual 
income tax rates by an unspecified amount. 

The more the state tries to preserve fragments of the pre 
TCJA system in its conformity response, the more difficult it will 
be to tackle Minnesota’s income tax rate structure. 

Combinations of Taxes (Property and Sales) 
HF 3710 and HF 3711 (Davids, R, Preston, 9278); and SF 3377 
(Simonson, DFL, Duluth, 4188) 
Creates a “regional exchange district” in the city of Duluth’s 
medical district, which generally allows the city’s port authority to 
issue debt to finance various infrastructure projects within the 
district.  Provides that such debt be backed by a value capture 
mechanism similar to tax increment financing, appropriation 
support payments from the state, or any of the city’s unrestricted 
revenues.  Directs that once the city makes a total of $360 million 
in qualified expenditures within the district, the state will provide 

support annually to the city through fiscal year 2054 (not a typo) 
as follows: 

Cumulative 
Expenditures 

Annual Support Payment 

$360 million $7.2 million 
Over $360 million to 

$540 million 
$7.2 million plus 

1.5% of expenditures > $360 million 
Over $540 million to 

$720 million 
$9.9 million plus 

1.25% of expenditures > $540 million 
Over $720 million to 

$1 billion 
$12.15 million plus 

1% of expenditures > $720 million 
Limits the total appropriation for such purposes in any given year 
to $15 million and over the lifetime of the program to $184 
million.  Exempts the sale and purchase of materials, supplies used 
in, and equipment incorporated into, the construction or 
improvement of buildings and infrastructure within the district 
from the sales and use taxes.  All three bills are identical; HF 3710 
and SF 3377 are companions. 

SF 3440 (Nelson, R, Rochester, 4848) 
Exempts medical facilities in underserved areas from the statewide 
property tax for a 15-year period.  Exempts sales to such facilities 
from the sales and use taxes, if the items are purchased or used in 
providing medical services.  Exempts materials, supplies, and 
equipment consumed in or incorporated into the construction or 
improvement of such facilities from the sales and use taxes.  
Defines “medical facility in an underserved area” as a facility in a 
county outside the seven-county metro that has been designated by 
the U.S. Department of Health and Human Services as a health 
professional shortage area and has been granted a property tax 
abatement by the relevant county and city or town.  Companion to 
HF 3189 (Bennett, R-Albert Lea) in Spotlight 18-02. 

Corporate Income Taxes 
SF 3201 (Chamberlain, R, Lino Lakes, 1253) 
Clarifies that the corporate franchise tax applies to insurance 
companies that: are licensed as a captive insurance company under 
the laws of any state or foreign country; derive 80% of more of 
total premiums for the taxable year from entities that are members 
of the unitary business; and either receive less than 50% of gross 
receipts for the taxable year from premiums or pay less than 
0.25% of total premiums for the taxable year in Minnesota 
insurance taxes or comparable taxes of another state or country.  
Companion to HF 3494 (Davids, R-Preston) in Spotlight 18-02. 

Estate Taxes 
HF 3938 (Hertaus, R, Greenfield, 9188) 
Conforms Minnesota’s current $2.4 million estate tax exclusion to 
the levels in federal law ($11.2 million for individuals and $22.4 
million for married couples for decedents dying in 2018).  Repeals 
the qualified small business property and qualified farm property 
deductions, which become obsolete with federal conformity.  
Makes conforming changes in the rate schedules so that the tax 
effectively imposes a flat rate of 16% on all taxable value. 
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Gambling Taxes 
SF 3429 (Draheim, R, Madison Lake, 5558) 
Reduces the graduated tax rate schedule on combined net receipts 
from pull-tabs, tipboards, and electronic bingo as follows: 

Net Receipts Current Proposed 
Up to $87,500 9% 6% 

$87,501 – $122,500 18% 12% 
$122,501 – $157,500 27% 18% 

Over $157,000 36% 27% 

Individual Income Taxes 
HF 3672 (Johnson, S., DFL, St. Paul, 4201); and SF 3458 
(Hawj, DFL, St. Paul, 5285) 
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.  
Expands eligibility to veterans with a 40% to 99% compensable 
service-connected disability. 

Currently, the credit delivers a $750 credit for filers who have 
up to $30,000 of FAGI, and phases it out completely at $37,500.  
The proposal would deliver a $1,000 credit for filers who have up 
to $50,000 or FAGI and phase the credit out at $60,000.  Current 
law also restricts the credit to filers who have met one of three 
criteria, one of which being a 100% service-related disability – 
this proposal would lower that threshold to 40% 

HF 3811 (Hertaus, R, Greenfield, 9188); and SF 3371 
(Chamberlain, R, Lino Lakes, 1253) 
Reduces the state’s four individual income tax rates by one 
percentage point each, as follows: 

Tier Current Rate Proposed Rate 
First 5.35% 4.35% 

Second 7.05% 6.05% 
Third 7.85% 6.85% 
Fourth 9.85% 8.85% 

This is one method for responding to the tax changes 
associated with the federal Tax Cuts and Jobs Act: realize the 
additional taxable income the changes generate and offset that 
through lower income tax rates.  We will likely have to wait for a 
hearing on the proposal to see if it will be revenue-neutral; 
however, it likely will do very little to address the family size 
issues associated with the TCJA’s elimination of personal and 
dependent exemptions. 

HF 3934 (Wills, R, Rosemount, 4306) 
Expands the current subtraction from Minnesota taxable income 
for military retirement pay to include one half of a federal 
government civilian pension benefit, if the payment reflects 
military service.  Effective retroactively to tax year 2016. 

SF 3304 (Benson, R, Ham Lake, 3219) 
Extends the life of the angel investment tax credit by two years, so 
that it would expire for investments made after tax year 2019.  
Increases the total credit available through the program from $10 
million to $20 million for tax years 2018 and 2019.  Companion to 

HF 2675 (Dean, R-Dellwood), which was introduced on 
5/17/2017. 

SF 3468 (Abeler, R, Anoka, 3733) 
Expands eligibility for the teacher’s master’s degree income tax 
credit (enacted last year) to include teachers who earn a master’s 
degree in special education.  Companion to HF 3093 (Urdahl, R-
Grove City) in Spotlight 18-02. 

Lodging Taxes 
SF 3484 (Bakk, DFL, Cook, 8881) 
Provides that any local lodging tax adopted by the Ely Area 
Lodging Tax District does not apply to a 501(c)(3) organization 
that serves veterans. 

In other words, this would exempt Ely’s Veterans on the Lake 
resort from any local lodging taxes. 

Motor Vehicle Sales Tax 
HF 3867 (Wills, R, Rosemount, 4306) 
Raises the maximum sale price an older passenger vehicle may 
command below which the sale is subject to the $10 flat tax 
instead of the 6.5% percent tax on sale value from $3,000 to 
$4,000. 

Property Tax (except Aids and Credits & TIF) 
HF 3691 (Davnie, DFL, Minneapolis, 0173) 
Eliminates the provision that limits the period during which a 
surviving spouse of a permanently disabled veteran or an active 
duty service member who dies from a service-connected cause 
may continue to claim the disabled veteran market value exclusion 
to a maximum of eight years.  Extends the benefit to surviving 
spouses of veterans with a disability rating of 70% of more.  
Companion to SF 2606 (Newton, DFL-Coon Rapids) in Spotlight 
18-01. 

HF 3764 (Hortman, DFL, Brooklyn Park, 4280) 
Directs that property qualify for Green Acres treatment if it 
received such treatment in assessment year 2012 and did not 
receive such treatment in assessment years 2013 through 2017 
only because the parcel fell below 10 acres in size due to eminent 
domain actions.  Companion to SF 2321 (Hoffman, DFL-
Champlin) in Spotlight 18-01. 

HF 3776 (Loon, R, Eden Prairie, 7449) 
Incorporates the Minneapolis St-Paul International Airport; the St. 
Paul Downtown Airport; agricultural homestead property outside 
of the house, garage and one acre, class 4c property (which covers 
a variety of uses), and commercial/industrial or unclassified 
property used exclusively for residential occupancy into the Fiscal 
Disparities program.  Exempts class 4bb property (generally 
nonhomestead residential/dwellings) from the Fiscal Disparities 
program.  Reduces a municipality’s contribution into the areawide 
tax base from 40% of commercial-industrial property tax base 
above the 1971 base year to 37%.  Directs that the first $24 
million in Fiscal Disparities distributions be paid to a metropolitan 
congestion management pool which is dedicated to the corridors 
of commerce program.  Provides that payments from this pool be 
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taken from the distributions to cities using the existing Fiscal 
Disparities formulas, with the following limitations: 

Municipality Residential 
Market Value per Capita 

Maximum 
Distribution 

Over 100% to 105% of the 
areawide average 

120% of its contribution 
net tax capacity 

Over 105% to 110% of the 
areawide average 

110% of its contribution 
net tax capacity 

Over 110% of the 
areawide average 

100% of its contribution 
net tax capacity 

Creates a metropolitan congestion management component to the 
corridors of commerce program (which the changes to the Fiscal 
Disparities program appear designed to finance). 

This is a proposal we have not seen before and so we cannot 
anticipate the authors’ motives with certainty.  However, it does 
reflect ever-increasing legislative creativity with respect to 
transportation funding.  One line of reasoning that could be used 
to support this proposal is that communities with higher average 
market values can and should put more resources put more 
toward alleviating these congestion issues.  Regardless of what 
line of reasoning is taken, the bigger question is whether the 
Fiscal Disparities program is an appropriate mechanism for 
financing such expenditures. 

HF 3801 (Sundin, DFL, Esko, 4308) 
Authorizes two or more towns or cities to jointly enter into a fire 
district for the provision of cooperative fire services.  Provides for 
board governance and authorizes such a district to impose property 
taxes on real property within the district. 

HF 3937 (Hertaus, R, Greenfield, 9188) 
Expands the current exemption from the state general levy from 
the first $100,000 of a commercial-industrial property’s market 
value to the first $200,000. 

This proposal would build on last year’s tax bill, which 
exempted the first $100,000 of C/I market value from the state 
general levy.  As with other changes to classes and rates, this 
proposal doesn’t change the amount of tax being collected – it will 
just redistribute the existing burden away from lower-valued 
properties and toward higher-valued ones.  It will benefit owners 
of relatively low-valued property and their tenants or companies 
which own multiple moderately-valued parcels, and shift tax 
burden toward owners of higher-valued properties and their 
tenants. 

SF 3205 (Koran, R, North Branch, 5419) 
Expands the eligibility criteria for qualifying as bed and breakfast 
(class 4(c)(9) property) to include such properties which are not 
used by the owner for homestead purposes but are located within 
two miles of the primary residence of the owner. 

SF 3261 (Anderson, B., R, Buffalo, 5981) 
Provides that the disabled veterans homestead exclusion be 
applied to an applicant’s property immediately upon verification 
that the applicant qualifies.  Directs the county to abate taxes due 
on newly-qualifying properties in the current year in whatever 

amount is necessary to reduce the burden to the level that would 
have been imposed if the exclusion had been effective when taxes 
were calculated.  Removes the eight-year cap on the period over 
which a surviving spouse of a deceased disabled veteran who was 
eligible for the $300,000 exclusion may continue to claim the 
exclusion.  Provides that the benefit may be transferred to another 
property, so long as certain conditions are met.  Companion to HF 
3429 (Dettmer, R-Forest Lake) in Spotlight 18-02. 

SF 3332 (Rest, DFL, New Hope, 2889) 
Exempts an elderly living facility located in the city of Duluth 
from property taxation.  Companion to HF 2956 (Schultz, DFL-
Duluth) in Spotlight 18-01, where there is a comment. 

Property Tax – Aids and Credits 
HF 3787 (Poppe, DFL, Austin, 4193); and SF 3348 (Sparks, 
DFL, Austin, 9248) 
Abates the penalties imposed on the 2016 state fire aid payments 
and the 2016 state supplemental police and firefighter retirement 
aid payments for which the city of Austin was eligible. 

HF 3830 (Bahr, R, East Bethel, 2439) 
Directs that a city imposing a general local sales tax have, for 
purposes of the local government aid formula, its unmet need 
reduced by the amount of local sales tax revenue raised in the 
calendar year two years prior to the year of the aid distribution.  
Phases the reduction in over a five-year period, so that the 
reduction is 20% of such revenue for aids payable in 2019 and 
100% of such revenue for aids payable in 2023 and thereafter. 

This proposal would basically redirect Local Government Aid 
dollars away from cities that impose a local sales tax and toward 
the remaining cities. 

HF 3892 (Hertaus, R, Greenfield, 9188) 
Dedicates the revenues raised by a sales tax of one percent on all 
taxable sales as follows: 36% of such revenues to school districts 
and charter schools to support student mental health and school 
security activities, and 64% to cities and towns.  The method for 
allocating funds to school districts and charter schools (“schools”) 
is not clear, but we believe the intent is that a school’s revenue be 
equal to the greater of $20,000 for each school site serving at least 
20 student’s or the sum of the school revenue for schools times the 
school’s proportion of the total E-12 student population.  Directs 
that, for cities and towns, the revenues be first allocated to 
counties based on the proportion of sales and use tax each 
generates relative to all 87 counties; and then be allocated to cities 
and townships on a per capita-by-county basis.  Repeals the Fiscal 
Disparities program and the Local Government Aid program. 

This proposal would return LGA to its roots: at its inception, 
legislators used new sales tax revenues to deliver state aid to local 
governments (except for schools) on a per capita basis.  We have 
expressed our reservations and criticisms of LGA in its various 
designs over the years, for a variety of reasons.  If we are going to 
make wholesale changes or (or repeal entirely) the LGA program, 
we would prefer to see a transition to a program that is limited to 
supporting spending on essential capital infrastructure.  State 
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Auditor data shows real city spending on current operations held 
steady from 2007-2016 – growing by nearly 5% over the period, 
which featured the Great Recession.  Meanwhile, city spending on 
capital outlay – again in real dollars – fell by over 5% between 
the period’s endpoints but plummeted by 25-30% during the 
“trough years” of 2011-12 relative to 2007. 

The challenges associated with Minnesota’s aging public 
infrastructure – particularly water and sewer – are becoming 
more high profile each legislative session.  Focusing on essential 
capital infrastructure would target assistance where city need 
really exists, extricate the state from formula designs and the 
underlying politics associated with measuring neediness, and most 
importantly not incent cities to create potentially unsustainable 
spending or obligations.   

SF 3160 (Anderson, P., R, Plymouth, 9261) 
Provides that property tax refund payments may be filed by, and 
awarded to, the personal representative of a decedent’s estate if he 
or she is entitled to relief, dies prior to receiving it, and has no 
surviving spouse or dependent.  Companion to HF 3297 (S. 
Anderson, R-Plymouth) in Spotlight 18-02. 

Sales Tax 
HF 3598 (Olson, DFL, Duluth, 4246) 
Exempts building materials and supplies used in a private 
redevelopment project on the site of the former Duluth Central 
High School from the sales and use taxes, provided the resulting 
development is subject to property taxes.  Requires that such taxes 
be paid upfront and then be refunded upon application.  Limits the 
total amount that may be refunded to $5 million.  Effective for 
purchases of such materials and supplies made between 7/1/2017 
and 12/31/2018 and applies retroactively.  Companion to SF 3124 
(Simonson, DFL-Duluth) in Spotlight 18-02. 

HF 3646 (Poppe, DFL, Austin, 4193) 
Exempts sales to 501(c)(3) organizations that provide instruction, 
training, and facilities for shooting handguns or rifles (“nonprofit 
conservation clubs”) from the sales and use taxes.  Companion to 
SF 3069 (Sparks, DFL-Austin) in Spotlight 18-02. 

HF 3682 (Runbeck, R, Circle Pines, 2907) 
Eliminates the metro-area Counties Transit Improvement Board.  
Abolishes the 0.25% sales tax participating counties impose.  
Companion to SF 2998 (Newman, R-Hutchinson), which was 
introduced on 3/5/18 

HF 3793 (Loon, R, Eden Prairie, 7449); and SF 3503 
(Anderson, P., R, Plymouth, 9261) 
Exempts purchases of materials and supplies used in, and of 
equipment incorporated into the construction of a new fire station 
on the campus of the Minnetonka city hall or the remodeling and 
expansion of an existing police and fire station in the city of 
Minnetonka to accommodate its use as a police station from the 
sales and use taxes. 

HF 3918 (Swedzinski, R, Ghent, 5374); and SF 3398 (Utke, R, 
Park Rapids, 9651) 
Exempts the purchase of gun safes from the sales and use taxes. 

SF 3156 (Anderson, P., R, Plymouth, 9261) 
Exempts admissions to major professional golf tournaments 
(defined as the U.S. Open, the U.S Women’s Open, the U.S. 
Senior Open, the PGA Championship, the Women’s PGA 
Championship, and the Ryder Cup) from the sales and use taxes.  
Companion to HF 3080 (Hoppe, R-Chaska) in Spotlight 18-02, 
where there is a comment. 

SF 3384 (Newton, DFL, Coon Rapids, 2556) 
Exempts property awarded as prizes in connection with lawful 
gambling from the sales and use taxes.  Exempts the lease or 
purchase of gambling equipment by an organization licensed to 
conduct lawful gambling from the sales and use taxes.  Removes 
the requirements that sales taxes on a distributor’s sale of pull-tabs 
and tipboards be imposed on the retail sales price.  Companion to 
HF 3384 (Knoblach, R-St. Cloud) in Spotlight 18-02. 

SF 3485 (Bakk, DFL, Cook, 8881) 
Authorizes the city of Two Harbors to increase its existing 0.5% 
sales and use tax to 1.0% if approved by voters at a general 
election held before an undetermined date.  Requires revenues 
from the additional tax to be used to finance the costs of water and 
sewer infrastructure projects.  Authorizes the city to issue bonds 
for up to $30 million for such projects and to finance the bonds 
with this tax revenue.  Terminates the tax after sufficient revenues 
have been raised to finance these costs or after 25 years, 
whichever is earlier. 

EDUCATION – FINANCE 
HF 3599 (Wills, R, Rosemount, 4306); and SF 3472 (Clausen, 
DFL, Apple Valley, 4120) 
Increases the maximum allowable safe schools levy from $36 per 
pupil to an unspecified amount.  Directs that intermediate school 
districts’ $15 per pupil safe schools levy authority be increased in 
proportion with member districts’ increases in the per pupil 
amount. 

HF 3658 (Wagenius, DFL, Minneapolis, 4200) 
Provides funding for universal voluntary pre-kindergarten. 

The Legislature created a voluntary pre-kindergarten 
program in 2016, and students who participate generate 0.6 ADM 
for purposes of the various funding formulas, including the $6,312 
per-pupil basic aid.  Up until now policymakers have appro-
priated $25 million annually for this program – this proposal 
would increase the costs, but we don’t know yet by how much. 

From what we’ve read, the returns on targeted pre-K 
investment are actually far superior to those for all-day 
kindergarten; if so this would prove a more effective use of the 
state’s money than the funds used to establish all-day kindergarten 
several years ago.  The real issue will surface when a spending 
number gets tacked onto the proposal: given the DFL’s ongoing 
focus on a “structurally balanced budget” and the modest budget 
surplus it may be quite difficult to find sustainable funding for this 
idea. 
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HF 3902 (Dettmer, R, Forest Lake, 4124) 
Increases school boards’ current authority to convert $300 per 
pupil of existing referendum authority to “board approved” 
authority to an unspecified amount per pupil.  Companion to SF 
2552 (Housley, R-St. Mary's Point) in Spotlight 18-01. 

HF 3797 (Haley, R, Red Wing, 8635) 
Converts the safe school levy into a levy plus aid program with an 
undetermined per-pupil revenue amount.  Provides that the levy be 
equalized based on the proportion of a district’s adjusted net tax 
capacity per pupil to the statewide average.  Directs that 
intermediate school districts’ $15 per pupil safe schools levy 
authority be increased or decreased in proportion with changes in 
the base per pupil amount that apply to its member schools. 

SF 3260 (Anderson, B., R, Buffalo, 5981) 
Modifies the operating referendum equalization factors to link 
them to the statewide average referendum market value per 
resident pupil unit (state avg) as follows: 

Equalization 
Levy Tier 

Current 
Factor 

Proposed 
Factor 

First $880,000 
Greater of current 

or 165% of state avg 

Second $510,000 
Greater of current 

or 100% of state avg 
Third $290,000 60% of state avg 

Companion to HF 3118 (McDonald, R-Delano) in Spotlight 18-
02. 

SF 3338 (Bigham, DFL, Cottage Grove, 8060) 
Reduces state basic education aid of $25 per student for school 
districts which have not entered into a signed collective bargaining 
agreement with the union representing its teachers by January 15th 
of an even numbered year.  Provides for a limited number of 
exceptions. 

In 2011, the state abolished this penalty, which this proposal 
would resurrect.  Schools objected to the penalty because it was 
imposed only on the management side, which many saw as 
strengthening labor’s hand in these negotiations.  Contracts are 
being settled much more slowly without the penalty, and this 
proposal likely reflects the view of some who see this slower pace 
as a bad thing. 

ELECTIONS 
HF 3690 (Pugh, R, Chanhassen, 4315); and SF 3325 (Koran, 
R, North Branch, 5419) 
Prohibits cities, counties, townships, and school districts from 
establishing or enforcing ranked-choice voting. 

SF 3453 (Pappas, DFL, St. Paul, 1802) 
Proposes to amend the Minnesota Constitution to lower the voting 
age for state and local elections from 18 to 16. 

LABOR 
HF 3674 (O'Neill, R, Maple Lake, 5063) 
Requires any collective bargaining agreement or compensation 
plan submitted to the Legislative Coordinating Commission must 
include an itemized breakdown of costs, including costs 
attributable to categories of employees and costs attributable to 
salary and wages vs nonmonetary benefits.  Requires other 
additional information, including how the compensation costs fit 
into agency budgets and how they will be funded. 

HF 3723 (Drazkowski, R, Mazeppa, 2273); and SF 3387 
(Koran, R, North Branch, 5419) 
Prohibits public unions representing state employees from 
requiring political contributions as a condition of membership or 
participation.  Requires that any expenditures for political 
purposes be made from a separate fund to which contributions are 
made voluntarily and specifically for such purposes.  Prohibits the 
state from allowing any union dues or fair share fee to be remitted 
from an employee to a public union via payroll deduction if the 
funds are earmarked for political purposes. 

SF 3474 (Koran, R, North Branch, 5419) 
Requires Minnesota Management and Budget to develop a 
performance appraisal system that must include a rating system for 
employee performance that identifies those who performance does 
not meet expectations and those whose performance meets or 
exceeds expectations.  Prohibits state civil service employees from 
being awarded a pay raise in any year following a performance 
appraisal in which he or she did not meet expectations.  
Companion to HF 2981 (Drazkowski, R-Mazeppa) in Spotlight 
18-01, where there is a comment. 

PENSIONS 
HF 3686 (Vogel, R, Elko New Market, 7065); and SF 3462 
(Rosen, R, Vernon Center, 5713) 
Requires MSRS, PERA, TRA, and SPTRFA to adopt a uniform 
method of annually conducting and reporting stress test analyses 
of the pension plans they administer.  Directs that the method be 
one recommended by an organization of actuaries in accordance 
with generally accepted and nationally recognized actuarial 
standards.  Requires that the projections look ahead 30 years under 
current assumptions, under a scenario where investment returns 
are two percentage points lower than the assumed rate of return, 
and under a scenario where there is a one-year loss on investments 
of 20% followed by a 20 year period of investment returns that are 
two percentage points below the assumed rate of return. 

The House bill is co-sponsored by six of the seven House 
members of the Legislative Commission on Pensions and 
Retirement, including both DFLers.  The Senate bill also features 
bipartisan sponsorship. 
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STATE AND LOCAL GOVERNMENT 
HF 3814 (Nash, R, Waconia, 4282); and SF 3253 (Mathews, R, 
Milaca, 8075) 
Prohibits local governments from imposing a new excise tax or fee 
or increasing an existing excise tax or fee on the manufacture, 
distribution, wholesale, or retail sale of food or on any container 
used for transporting, protecting, or consuming food. 

In the Senate, the four co-sponsors on this bill are the chair 
and ranking DFL member of the Senate Tax Committee and the 
chamber’s majority and minority leaders.  Read into that what you 
will. 

HF 3891 (Knoblach, R, St. Cloud, 6612) 
Creates a procedure through which Minnesota Management and 
Budget must or the Legislative Coordinating Commission may 
petition the state Supreme Court for funding for a critical function 
no later than 20 days after the mandatory adjournment date in an 
odd-numbered year if money has not been appropriated for such.  
Provides a list of criteria for determining whether a function is 
“critical”.  Directs the Supreme Court to fund critical functions 
upon petition.  Provides that such funding not exceed the amount 
spent for that function during the corresponding month ending 
June 30, with a variety of listed exceptions. 

HF 3917 (Peterson, R, Lakeville, 5387); and SF 3497 (Wiger, 
DFL, Maplewood, 6820) 
Provides for staggered four-year terms for the Metropolitan 
Council.  Modifies the nominating committee for the Council from 
seven members appointed by the governor, three of which must be 
local elected officials, to a 13-member body with six members 
appointed by the governor, four locally elected officials appointed 
by the Association of Metropolitan Municipalities and three 
locally elected officials appointed by the Association of Minnesota 
Counties.  Requires Council members to have relevant experience 
in areas including but not limited to local government, 
transportation, housing, environment, and regional development.  
Provides for public disclosure of each of the three finalists for 
each Council position and requires an opportunity for public 
comment before an appointment is made.  Allows the governor to 
appoint a member who is not a finalist, but in that instance 
requires the governor to provide in writing a detailed explanation 
of the reasons for rejecting the finalists. 

SF 3351 (Rest, DFL, New Hope, 2889) 
Removes the Clean Water Fund as a priority claimant on any 
general fund surplus.  Directs that the fifth priority for the use of 
any general fund surplus at the end of a biennium be the amount 
necessary to increase that state’s special education aid payment 
percentage to 100%. 

Last year’s tax bill put a $22 million transfer to the Clean 
Water Fund (CWF) last on the list of general fund surplus 
priorities – to date no money has been transferred to the CWF.  
The proposal would effectively redirect money away from creating 
additional reserves and toward greater financing for special 
education. 

TAX ADMINISTRATION/GENERAL POLICY 
SF 3274 (Chamberlain, R, Lino Lakes, 1253) 
Requires the Tax Court to exclude from evidence any document 
introduced by Revenue or a local government that includes or 
references any private or nonpublic assessor’s data.  Companion to 
HF 2335 (Smith, R-Maple Grove) in Spotlight 17-06. 

TRANSPORTATION 
HF 3915 (Hertaus, R, Greenfield, 9188) 
Proposes to amend the Minnesota Constitution to change the 
allocation of motor vehicle sales tax revenues from maximum 
60% highway/ minimum 40% public transit to minimum 70% 
highway/ maximum 30% public transit.  Makes conforming 
changes in law. 

Under the current constitutional terms, anywhere from 0%-
60% of the motor vehicle sales tax (MVST) revenues can be spent 
on highways, with the remainder (40%-100%) used for transit.  
The amendment would require the state to spend 70%-100% of 
MVST revenues on highways, with 0%-30% on transit. 

SF 3146 (Anderson, P., R, Plymouth, 9261) 
Authorizes cities of 60,000 or more located partially or entirely in 
Hennepin County that do not have a current light rain transit line 
or a light rail transit line in planning or development to receive 
half of the transportation sales and use tax proceeds raised within 
the city.  Requires the city to spend such revenues on roads and 
bridges within the portion of the city located in Hennepin County.  
Effective through 6/30/2038 unless the tax is terminated prior to 
that date.  Companion to HF 3482 (S. Anderson, R-Plymouth) in 
Spotlight 18-02, where there is more information. 
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