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This publication is for MCFE members only.  Please respect 
the privileges of MCFE membership by sharing this only with 
colleagues in your company (for business members) and 
immediate family (for individual members). 
 The tempo at the Capitol has quickened since legislators 
returned from the Easter/Passover break, with serious work now 
being done by each chamber to construct their budgets.  The 
House Property Tax and Local Finance Division spent 
considerable time (over 15 hours) last week taking public 
testimony on, debating, and considering amendments to, its 
division report before moving it to the full Taxes Committee.  The 
overall House tax omnibus bill was dropped this weekend and the 
committee will likely spend a lot of time this week moving it 
through the markup process, if things develop as they did in the 
division. 
 The timeline for a Senate tax bill is a little less certain.  The 
Senate Taxes Committee has meetings scheduled for Wednesday 
and Thursday this week on various topics, but we would not be 
surprised to see something by the beginning of next week. 
 As an FYI, this will be the last edition of Legislative Spotlight 
until our side-by-side summary of the House and Senate omnibus 
tax bills.  We won’t finalize that summary until both bills have 
passed off their respective floors, so don’t expect to see it anytime 
this week or next.  Be sure to check our “members-only” blog for 
updates, especially during the conference committee process. 

FROM THE COMMITTEE ROOMS 

House Property Tax and Local Government 
Finance Division Report Adopted 
 House Property Tax and Local Government Finance Division 
members spent significant time the week of April 13th on the 
division report – hearing an overview by staff, taking testimony 
from the public, and considering various amendments.  Major 
components of the bill include: a reverse referenda on local 
governments’ levy increases; a phase out of the state general tax 
on C/I and cabin properties over a six-year period; a cap on LGA 
payments to cities of the first class (Duluth, Minneapolis, St. Paul, 
Rochester) at 112.5% of the per capita amount paid to all other 
cities; a repeal of the Aquatic Invasive Species aid program for 
counties; and an income tax credit for property taxes levied on 
farmland which would pay for school district bonded levies. 

MCFE testified on the bill from the perspective of promoting 
a strong and accountable system of local government finance 
founded on an efficient and administratively sound local property 
tax.  Toward that end, MCFE supported the phase out of the state 
general tax on the grounds that local governments need a source of 
revenue they can claim exclusively as their own.  Removing the 
state’s footprint is even more critical when the revenue source is 
the tax most resented by the public.  MCFE also testified that 
using trust fund revenue as payment in lieu of taxes for tax base 
losses arising out of Legacy Fund conservation initiatives had 
considerable merit, but argued against first class city LGA caps 
and reverse referenda provisions on the grounds that they 

unnecessarily complicate local finance and undercut the 
responsible distribution of state aids. 

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

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

beginning after December 31, 2014 
 Property tax: Taxes levied in 2015, payable in 2016 
 Sales tax: Sales and purchases made after June 30, 2015 

Combinations of Taxes (Corporate and Individual Income) 

HF 2153 (Davids, R, Preston, 9278) 
Provides that any section 179 expensing subtractions that would 
reduce taxable income below zero (and therefore cannot be 
applied) instead be carried forward for up to ten succeeding 
taxable years, to be used at the earliest opportunity. 

HF 2227 (Lesch, DFL, St. Paul, 4224); and SF 2074 (Cohen, 
DFL, St. Paul, 5931) 
Creates a refundable credit against the individual income and 
corporate franchise taxes equal to 25% of film production and 
postproduction expenditures made in Minnesota that are directly 
attributable to film production in Minnesota. 

Combinations of Taxes (Individual Income and 
MinnesotaCare) 

HF 2211 (Dean, R, Dellwood, 3018) 
Creates a refundable credit against the individual income tax to 
reduce the cost of MNsure household premiums for residents with 
an income of between 133% and 200% of the federal poverty 
guidelines (FPG) or with an income of 133% of the FPG of less, if 
the individual would have been eligible for MinnesotaCare under 
the 2014 eligibility criteria.  Creates an open and standing 
appropriation for an undetermined amount of money annually for 
the credits.  Directs that the Departments of Revenue and Human 
Services and the MNsure board determine the size of the credit, 
which is to be based on separate sliding scales depending on 
whether the household has an income under 150% of the FPG or 
an income between 150% and 200% of the FPG.  Repeals the 
MinnesotaCare program, effective 1/1/2016.  Advances the repeal 
date for the provider taxes from 12/31/2019 to 12/31/2018. 
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Excise Taxes 

SF 2097 (Ingebrigtsen, R, Alexandria, 7-8063) 
Creates a credit against the excise tax on alcoholic beverages for 
farm wineries of $1.68 per gallon on 75,000 gallons on wine sold 
in any fiscal year.  Limits the maximum credit a farm winery may 
claim in any fiscal year to the lesser of its tax liability or $126,000. 

The idea here is essentially to create a credit for farm 
wineries that mimics the existing credits for small brewers and 
microdistilleries.  The somewhat odd maximum credit provisions 
are needed because the credit rate ($1.68 per gallon) exceeds the 
tax rate ($0.30 per gallon or $0.95 per gallon, depending on the 
alcohol content). 

Individual Income Taxes 

HF 2179 (Davids, R, Preston, 9278); and SF 2028 (Rest, DFL, 
New Hope, 2889) 
Stipulates that, for purposes of sourcing income, compensation 
awarded to a nonresident individual for performance of services as 
a member of a board of directors or similar body be attributed to 
Minnesota based on the share of time spent in Minnesota while 
providing services as a member of that board.  Effective 
retroactively to all open taxable years and returns. 

HF 2186 (Davids, R, Preston, 9278) 
Expands eligibility for the special young-child dependent care 
credit (where married-joint filers are allowed to claim the 
dependent care credit even if they have no dependent care 
expenses) from couples with a child under the age of one to 
couples with a child under the age of four.  Allows married-joint 
filers to claim this credit for more than one child and in such cases 
deems that the filers have spent $4,800 in qualifying dependent 
care expenses (the maximum allowable amount for two or more 
children) for purposes of calculating the credit. 

HF 2199 (Koznick, R, Lakeville, 6926); and SF 2064 
(Thompson, R, Lakeville, 5252) 
Lowers each individual income tax rate by one-half of a 
percentage point; so that rates decline from 9.85% to 9.35%, from 
7.85% to 7.35%, from 7.05% to 6.55%, and from 5.35% to 4.85%. 

HF 2229 (Hortman, DFL, Brooklyn Park, 4280) 
Creates a refundable credit against the individual income tax equal 
to the payments a filer with a postsecondary education student 
loan paid on the loan during the year, to a maximum of $5,000.  
Limits the credit to payment on loans used to pay for post-
secondary education at an institution located in Minnesota.  Phases 
out the credit by $1 for every $6 of modified adjusted gross 
income (i.e., the same income definitions used for federal tax 
treatment of interest on student loans) above $130,000 for 
married-joint filers and by $1 for every $3 of modified adjusted 
gross income above $65,000 for all other filers.  Provides that a 
parent making student loan payments on behalf of a child may 
claim the credit but limits the total credit that may be paid to the 
student and his/her parent(s) to $5,000.  Includes other provisions 
related to higher education finance.  Similar in many respects to 

HF 1716 (Applebaum, DFL-Minnetonka) and SF 1682 (Sieben, 
DFL-Newport) in Spotlight 15-05, where there is a comment. 

SF 2087 (Senjem, R, Rochester, 3903) 
Revises the definition of “resident” for tax domicile purposes so 
that any days an individual is in Minnesota for the primary 
purpose of receiving medical care for him/herself, a spouse, child, 
or parent are not treated as a day spent in Minnesota.  Companion 
to HF 1001 (Dean, R-Dellwood) in Spotlight 15-04. 

MinnesotaCare Taxes 

HF 2143 (Zerwas, R, Elk River, 4237) 
Expands the current exemption from the health care provider tax 
for volunteer ambulance services to apply to all ambulance 
services. 

Property Tax (except Aids and Credits & TIF) 

HF 2145 (Murphy, M., Hermantown, 2676) 
Disallows the exemption for airport property for electronic 
advertising signage leased from an airport owned by a city, town, 
county, or group thereof which serves 400,000 or fewer 
passengers per year. 

HF 2162 (Lenczewski, DFL, Bloomington, 4218) 
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 

 $5,000 for biomass, natural 
gas, or nuclear fuels systems 

 $10,000 for coal, oil, or other 
fossil fuel-based systems 

Average electric energy 
production for the 

immediately preceding 
three years, per the Federal 

Energy Regulatory 
Commission times 

 $0.05 for hydroelectric, 
wind, or solar systems 

 $0.525 for biomass, natural 
gas, or nuclear fuels systems 

 $0.55 for coal, oil, or other 
fossil fuel-based systems 

$150 million plus $100,000 per ton for machinery used to 
generate electricity from a nuclear fuel generation system 

Imposes market value levies on this tax base and net tax capacity 
levies on 2% of this tax base.  Directs that for wind energy 
conversion systems the nameplate capacity be combined with the 
capacity for any other system that is located within five miles, was 
constructed within the same 12 month period, and is under 
common ownership; unless the systems are interconnected with 
different distribution systems.  Exempts wind energy conversion 
systems with a capacity of one megawatt or less from taxation.  
Directs that the nameplate capacity for solar energy generating 
systems be combined with the capacity for any other system 
constructed within the same 12-month period that exhibits 
characteristics of being a single development.  Exempts solar 
energy generating systems with a capacity of one megawatt or less 
from taxation.  Creates an transition aid for local governments 
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whose net tax capacities are cut by half or more as a result of these 
changes.  Provides for transition aids to an affected local 
government until its net tax capacity returns to 2016 levels.  
Companion to SF 1636 (Skoe, DFL-Clearbrook) in Spotlight 15-
05.  We reported on the Senate Tax Committee’s hearing on the 
companion bill in Spotlight 15-06. 

HF 2191 (Marquart, DFL, Dilworth, 6829); and SF 2030 
(Eken, DFL, Twin Valley, 3205) 
Excludes agricultural property from school capital levies.  Creates 
a new equalization aid formula for school bonds approved after 
July 1, 2015 that accounts for this exclusion. 

HF 2203 (Torkelson, R, Nelson Twp, 9303); and SF 2020 
(Koenen, DFL, Clara City, 5094) 
Authorizes county auditors to issue certificates for refunds to 
property owners who have been found to have overpaid their tax 
bill that can be applied to taxes payable in future years. 

HF 2223 (Peterson, R, Lakeville, 5387); and SF 2079 (Hall, R, 
Burnsville, 5975) 
Reduces the class rate for unimproved commercial and industrial 
property (creating a new class 3b) from 1.5% on the first $150,000 
of market value and 2.0% of all value in excess of that to 1.25% 
on all market value. 

SF 2026 (Eken, DFL, Twin Valley, 3205) 
Includes the railroad recodification provisions found in the 
governor’s tax bill (HF 848/SF 826).  Eliminates the July 1, 2017 
sunset on the assessments made against railroad and pipeline 
properties to fund rail and pipeline safety.  Appropriates money 
for highway rail at-grade crossing safety improvement projects 
related to oil and other hazardous materials transported by rail.  
Companion to HF 2018 (Marquart, DFL-Dilworth) in Spotlight 
15-06. 

SF 2055 (Schmit, DFL, Red Wing, 4264) 
Reinstates the “This Old House” valuation exclusions for all 
residential property (homestead and non-homestead), effective for 
improvements initially subject to assessment on Jan. 2, 2012, 
except that the age threshold for the structure is lowered from 45 
to 30 years.  Extends “This Old House” provisions to apartment 
property (class 4a and 4d) so long as the structure is at least 30 
years of age and the assessor’s estimated market value is no more 
than $2 million.  Authorizes the exclusion of any improvement 
which adds at least $10,000 for ten years, with an addback either 
in equal installments over two years if the excluded value is no 
more than $40,000 or in equal installments over five years 
otherwise.  Limits the total amount of apartment property value 
that may be excluded under these provisions to $125,000 for a 
property with a building less than 70 years old or $250,000 
otherwise.  Prohibits the exemption for valuation increases 
attributable to improvements in cases where 50% or more of the 
square footage of the apartment building is voluntarily razed or 
removed.  Companion to HF 1307 (Bernardy, DFL-Fridley) in 
Spotlight 15-05 and similar in many respects to SF 0208 (Latz, 
DFL-St. Louis Park) and SF 0319 (Schmit, DFL-Red Wing) in 
Spotlight 15-02, where there is a comment. 

SF 2086 (Senjem, R, Rochester, 3903) 
Exempts real estate that is unplatted, rural in nature, not used for 
agricultural purposes, and not improved with a structure from the 
property tax so long as the land is not used for growing trees for 
timber, lumber, and wood and wood products.  Limits agricultural 
land values for property tax purposes as follows: 

Ownership/ 
Classification 

Value Limit 

Any owner/ 
Ag Homestead 

80 times the rental rate 
for land of its type & 

location 

MN Resident/ 
Ag Non-Homestead 

40 times the rental rate 
for land of its type & 

location 

Non-MN Resident/ 
Ag Non-Homestead 

80 times the rental rate 
for land of its type & 

location 
Provides that “rental rate” refers to the median rent published by 
the University of Minnesota extension service.  Directs that when 
agricultural land no longer qualifies for treatment as agricultural 
land, additional taxes be assessed against the property equal to 
three years worth of the difference between the taxes that were 
actually imposed and the taxes that would have been imposed had 
the property been classifies as class 3a (commercial-industrial).  
Excludes the first $150,000 of homestead market value owned by 
a person aged 65 or older from property taxation.  Specifies that 
for agricultural homesteads, this senior homestead exclusion may 
only apply to the house, garage, and immediately surrounding one 
acre of land.  Companion to HF 1212 (Quam, R, Byron, 9236) in 
Spotlight 15-04, where there is a comment. 

Property Tax – Aids and Credits 

HF 2192 (Marquart, DFL, Dilworth, 6829); and SF 2031 
(Eken, DFL, Twin Valley, 3205) 
Removes the current $490 cap on the agricultural homestead 
market value credit and instead allows the credit to apply to all 
first tier value ($1.9 million for payable 2015; which translates to 
a maximum credit of $2,130).  Creates a property tax credit for 
nonhomestead farmland and homesteaded farmland value in 
excess of the first tier of value equal to 0.05% of the property’s 
market value. 

HF 2200 (Lien, DFL, Moorhead, 5515); and SF 2059 (Eken, 
DFL, Twin Valley, 3205) 
Eliminates provisions restricting the property tax refund and 
special property tax refund for agricultural homesteads to the tax 
associated with the house, garage, and one acre.  Instead allows 
the taxes on the entire homesteaded value to qualify for those 
refunds. 

Property Tax – Tax Increment Financing 

HF 2196 (Simonson, 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. 
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Sales Tax 

HF 2174 (Hornstein, DFL, Minneapolis, 9281); and SF 2021 
(Dibble, DFL, Minneapolis, 4191) 
Repeals the sales and use tax exemption for Super Bowl 
admissions tickets. 

SF 2049 (Pederson, R, St. Cloud, 6455) 
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.  Companion to HF 2134 
(Knoblach, R-St. Cloud) in Spotlight 15-06. 

Tobacco Taxes 

HF 2182 (Davids, R, Preston, 9278); HF 2218 (Davids, R, 
Preston, 9278); SF 2025 (Koenen, DFL, Clara City, 5094); SF 
2093 (Koenen, DFL, Clara City, 5094) 
Converts the tax on electronic cigarettes from 95% of the 
wholesale price to 30 cents per milliliter of liquid nicotine solution 
or other similar material.  All four bills essentially make the same 
policy changes; HF 2182 and SF 2025 are companion bills as are 
HF 2218 and SF 2093. 

The only other state to tax electronic cigarettes as of late 
January (North Carolina) imposes its tax on a per-milliliter of 
liquid nicotine basis. 

SF 2099 (Dziedzic, DFL, Minneapolis, 7809) 
Directs that, for instances when containers of moist snuff contain 
the equivalent of multiple containers (defined in law as “the 
smallest consumer-size can, package, or other container that is 
marketed or packaged by the manufacturer, distributor, or retailer 
for separate sale to a retail purchaser), the container be divided 
into 1.2 ounce portions with the tax applied accordingly. 

EDUCATION – FINANCE 
HF 2161 (Barrett, R, Lindstrom, 5377) 
Creates a new “general education disparity aid” for school districts 
or charter schools with per pupil general education revenue that is 
below 80% of the statewide average.  Sets the general education 
disparity aid at the amount necessary to bring the district to 80% 
of the statewide average.  Companion to SF 1962 (Kiffmeyer, R-
Big Lake) in Spotlight 15-06. 

HF 2163 (Barrett, R, Lindstrom, 5377) 
Creates a new “general education disparity aid” for school districts 
or charter schools with per pupil general education revenue that is 
below the statewide average.  Sets the general education disparity 
aid at the amount necessary to bring the district to the statewide 
average.  Companion to SF 1093 (Nienow, R-Cambridge) in 
Spotlight 15-04. 

STATE AND LOCAL GOVERNMENT 
HF 2190 (Erhardt, DFL, Edina, 4363) 
Increases the budget reserve by $105.7 million; to $1.1 billion. 

SF 2069 (Osmek, R, Mound, 1282); SF 2083 (Limmer, R, 
Maple Grove, 2159); and SF 2094 (Benson, R, Ham Lake, 
3219) 
Abolishes the Metropolitan Council.  Transfers duties and 
functions to the Departments of Administration, Natural 
Resources and Transportation and to the Metropolitan Parks and 
Open Space Commission as appropriate.  Creates a metropolitan 
area sanitary sewer district.  The three bills appear to be identical. 

SF 2080 (Chamberlain, R, Lino Lakes, 1253) 
Requires local governments wanting to lease public land or 
facilities 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 any lease of at least three years 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.  Companion to 
HF 0782 (Runbeck, R-Circle Pines) in Spotlight 15-03. 

SF 2088 (Eken, DFL, Twin Valley, 3205) 
Directs the state to include inflation adjustments when 
determining the spending estimates in the budget forecast.  Similar 
in nature to SF 0667 (Franzen, DFL-Edina) in Spotlight 15-03, 
where we commented on this issue.  We also commented on this 
issue in a March 24 op-ed in the Star Tribune, available at 
http://www.startribune.com/opinion/commentaries/297452181.ht
ml. 

TRANSPORTATION 
SF 2098 (Dibble, DFL, Minneapolis, 4191) 
Authorizes the cities of Minneapolis and St. Paul to impose fees 
on parking facilities within a specific geographical area of each 
city that can essentially be considered the “downtown” areas.  
Allows each city to spend such revenues on pedestrian 
improvements, public plazas, and transit and bicycle facilities. 
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