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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). 
 Six weeks into the 2018 legislative session, and the first two 
committee deadlines have come and gone.  In the midst of the 
Easter/Passover break, it’s a good time to take stock of where 
we’re at.  The most surprising thing we’ve noticed this year is just 
how little activity is taking place in the tax committees.  The 
Senate Tax Committee has met five times so far this year.  The 
House Tax Committee has met far more often – sixteen times – but 
very few meetings have has substantial enough content for us to 
write about for you.  It’s clear that lawmakers’ time and attention 
will be focused between now and adjournment on determining how 
(and hopefully not “whether”) to respond to the federal tax 
changes in the TCJA. 
 From a political perspective, the governor’s positioning has 
been shrewd – offering a small taste of tax relief to virtually every 
individual filer, paid for in no small part by corporate taxes and 
boxing in the GOP in the process  The GOP majorities in both 
bodies will need to determine how they will respond.  This moment 
in time offers a lot of opportunities for lawmakers to more closely 
align Minnesota’s tax system to good tax policy principles, but 
which would undoubtedly create winners and losers.  Without bi-
partisan agreement to move in this way –– we should expect the 
debate to progress along political lines with increasing levels of 
testiness and acrimony if history is any indication of how this will 
unfold. . 

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 

SF 3711 and SF 3712 (Chamberlain, R, Lino Lakes, 1253) 
These are the DOR technical (SF 3711) and policy (SF 3712) bills.  
They are companions to HF 3410 and HF 3411, respectively; both 
authored by Rep. Greg Davids (R-Preston). 

Combinations of Taxes (Corporate, Estate, and 
Individual Income) 
HF 3995 (Carlson, L., DFL, Crystal, 4255) 
Conforms Minnesota’s individual income, corporate franchise, 
and estate tax regimes to federal changes made in the Disaster Tax 
Relief and Airport and Airway Extension Act and the Tax Cuts 
and Jobs Act.  Decouples from federal changes relating to pass-
through losses and net operating losses and instead continues their 
pre-existing treatment.  Creates a subtraction against Minnesota 
taxable income equal to an undetermined amount per dependent 
exemption, which phases out in an undetermined way, effective 
tax years 2018 through 2025.  Authorizes filers to subtract any 
state and local taxes that exceed $5,000 for married taxpayers 
filing separate and joint returns or $10,000 for all other taxpayers 
(i.e., anything in excess of the newly-imposed federal SALT cap) 
when computing Minnesota taxable income; effective tax years 
2018 through 2025.  Creates a state-level child and family credit 
with undetermined eligibility thresholds and undetermined credit 
amounts that is refundable under certain circumstances (basically 
mimicking the credit provided at the federal level); effective tax 
years 2018 through 2025.  Companion to SF 2982 (Rest, DFL-
New Hope) which was introduced on 3/5/18. 

Combinations of Taxes (Corporate and Individual 
Income) 
HF 4020 (Ward, DFL, Woodbury, 7807) 
Creates an individual income and corporate franchise tax credit 
(which would not apply to the minimum fee) equal to 50% of the 
taxpayer’s donation to a qualified youth intervention organization.  
Creates a credit certificate program to which taxpayer must apply 
to be awarded credits.  Imposes a $5 million annual limit on 
aggregate credits and an annual credit limit of $50,000 for any 
corporate tax filer, of $10,000 for a married-joint filer, and of 
$5,000 for any other individual income tax filer.  Provides that 
excess credit may be carried forward five years.  Directs that 
credits awarded to pass-through entities must pro rate the credit to 
participants in the entity based on their shard of the entity’s 
income.  Provides other rules for administering the program. 

HF 4108 (Davids, R, Preston, 9278) 
Creates a refundable individual income and corporate franchise 
tax credit equal to 25% of film production and postproduction 
expenditures made in Minnesota that are directly attributable to 
film production in Minnesota.  Allows credit recipients to assign 
the credit to another taxpayer.  Directs that credits granted to a 
partnership, LLC, S-corp or multiple owners of property be passed 
through to the owners of the entity pro rate based on their shares 
of the entity’s assets or as specifically allocated in any other 
agreement otherwise. 

HF 4190 (Fischer, DFL, Maplewood, 5363); and SF 3756 
(Tomassoni, DFL, Chisholm, 8017) 
Creates a nonrefundable individual income and corporate 
franchise tax credit for filers who install insulation materials, 
facings, and accessory products used for thermal requirements for 
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mechanical piping and equipment, hot and cold applications, and 
heating, venting, and air conditioning applications.  Sets the credit 
equal to the cost of placing such materials in service times the 
percentage reduction in energy loss such property creates relative 
to certain minimum industry requirements, to a maximum of 30%.  
Provides for a five-year carryforward period for excess credits. 

HF 4292 (Pierson, R, Rochester, 4378); and SF 3849 (Nelson, 
R, Rochester, 4848) 
Provides for federal conformity with regard to section 179 
expensing.  Eliminates the 80% addback/5-year subtraction rules 
current governing section 179 expensing at the state level. 

This is the most logical business use of any temporary state 
business tax revenue windfall from the implementation of the 
TCJA.  The cost is about $115 million for both the current and out 
biennium. 

SF 3515 (Franzen, DFL, Edina, 6238) 
Creates a variety of individual income and corporate franchise 
credits that target individuals who make payments to childcare 
providers on behalf of a dependent child, businesses which 
subsidize employees’ childcare expenses or provide on-site 
childcare, childcare professionals and providers, and contributions 
to the RETAIN early educator retention program.  Generally 
speaking, the credits are intended to incent parents/guardians to 
enroll children in higher quality environments and for child care 
professionals/providers to participate in additional training and/or 
earn additional credentials or college credits.  Companion to HF 
3853 (Loon, R-Eden Prairie) in Spotlight 18-03, where there is 
more detailed information and a comment. 

Combinations of Taxes (Corporate, Individual Income, 
and Insurance) 
HF 4072 (Anderson, S., R, Plymouth, 5511) 
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.  Companion to SF 3301 (Nelson, R-Rochester) in 
Spotlight 18-03, where there is more information. 

Combinations of Taxes (Corporate, Individual Income, 
and Property) 
SF 3672 (Eken, DFL, Twin Valley, 3205) 
Authorizes cities participating in the border city development zone 
(BCDZ) program to establish an incentive program to encourage 
purchase and rehabilitation of existing homes or creation of new 
homes within the 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 that a filer may subtract 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 BCDZ appropriation allocation by that amount.  Exempts 
homestead property participating in these programs from taxation 
for a period of five years.  Companion to HF 3939 (Lien, DFL-
Moorhead) in Spotlight 18-03, where there is a comment. 

Combinations of Taxes (Property and Sales) 
SF 3812 (Sparks, DFL, Austin, 9248) 
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.  
Identical to SF 3440 (Nelson, R-Rochester) in Spotlight 18-03 and 
to HF 3189 (Bennett, R-Albert Lea) in Spotlight 18-02, where 
there is more information. 

Corporate Income Taxes 
HF 3989 (McDonald, R, Delano, 4336); and SF 3668 (Jensen, 
R, Chaska, 4837) 
Reduces the corporate franchise tax rate from 9.8% to 8.8% and 
the corporate alternative minimum tax rate from 5.8% to 5.2%. 

A fundamental tenet of good tax policy involves the 
combination of broad bases and low rates.  This proposal would 
take advantage of the corporate tax base broadening associated 
with the federal Tax Cuts and Jobs Act to improve Minnesota’s 
corporate tax regime with a lower rate.  According to the Council 
on State Taxation, Minnesota’s corporate tax base is estimated to 
increase 12% under federal conformity which translates into a 
revenue neutral cut of one percentage point in the tax rate. 

Estate Taxes 
SF 3520 (Chamberlain, R, Lino Lakes, 1253) 
Conforms Minnesota’s estate tax $2.4 million exclusion amount to 
the amounts in federal law ($11.2 million for individuals and 
$22.4 million for married couples for decedents dying in 2018).  
Modifies the rate schedules to impose a flat rate of 16% on all 
taxable value.  Companion to HF 3938 (Hertaus, R-Greenfield) in 
Spotlight 18-03, where there is more information. 

SF 3867 (Nelson, R, Rochester, 4848) 
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. 

Excise Taxes 
HF 4212 (Poppe, DFL, Austin, 4193); and SF 3854 (Sparks, 
DFL, Austin, 9248) 
Expands eligibility for the small winery excise tax credit from 
wineries producing fewer than 75,000 gallons of wine and wine to 
wineries producing fewer than 75,000 gallons of wine and fewer 
than 25,000 barrels of cider. 
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Gambling Taxes 
HF 4245 (McDonald, R, Delano, 4336) 
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% 
Companion to SF 3429 (Draheim, R-Madison Lake) in Spotlight 
18-03. 

Individual Income Taxes 
HF 4267 (Albright, R, Prior Lake, 5185); and SF 3866 (Nelson, 
R, Rochester, 4848) 
Reinstates the angel investment credit with a $10 million 
appropriation for tax year 2019 only. 

HF 4304 (Peterson, R, Lakeville, 5387); and SF 3850 (Rest, 
DFL, New Hope, 2889) 
Creates rules governing the documentation required for claiming 
the stillbirth tax credit when the stillbirth occurs in a state other 
than Minnesota.  Effective retroactively to tax year 2016. 

SF 3548 (Clausen, DFL, Apple Valley, 4120) 
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.  
Companion to HF 3934 (Wills, R-Rosemount) in Spotlight 18-03. 

SF 3549 (Dziedzic, DFL, Minneapolis, 7809) 
Eliminates the post-tax year 2017 sunset of the angel investment 
credit.  Provides that the credit be made permanent and directs that 
$15 million in credit be made available to investors annually. 

Note: in tax year 2017 legislators gave the program $10 
million with which to work. 

SF 3777 (Anderson, P., R, Plymouth, 9261) 
Expands the current subtraction for charitable contributions for 
taxpayers who do not itemize (50% of contributions above $500) 
to allow nonitemizers to subtract all charitable contributions when 
calculating Minnesota taxable income.  Companion to HF 3464 
(Davids, R, Preston, 9278) in Spotlight 18-02, where there is a 
comment. 

SF 3880 (Eken, DFL, Twin Valley, 3205) 
Allows individual income tax filers to subtract $4,150 when 
calculating Minnesota taxable income for each dependent foster 
child.  Phases the subtraction out by 2 percentage points for every 
$1,250 a married-joint filer’s FAGI exceeds $285,050, by 2 
percentage points for every $2,500 a head of household filer’s 
FAGI exceeds $237,550, and by 2 percentage points for every 
$2,500 a single filer’s FAGI exceeds $190,050.  Requires that the 
threshold amounts be indexed annually for inflation.  Prohibits 
filers from utilizing the subtraction if claiming an exemption at the 
federal level on the basis of the child being a “qualifying relative”. 

Lodging Taxes 
HF 4077 (Ecklund, DFL, International Falls, 2190) 
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.  Companion to SF 3484 (Bakk, DFL-Cook) 
in Spotlight 18-03, where there is a comment. 

Mining Taxes (including Aggregate) 
HF 4139 (Metsa, DFL, Virginia, 0170); and SF 3580 (Bakk, 
DFL, Cook, 8881) 
Provides that a district located in St. Louis County that has an 
existing tuition agreement with a school district located within the 
taconite assistance area is eligible to receive funds from the 
taconite area environmental protection fund and the Doug Johnson 
economic protection trust fund.  Requires expenditures from the 
taconite economic development fund (TEDF) to be spent on “new 
projects”.  Prohibits use of TEDF dollars from being used on 
public facility improvements.  Directs that if a producer does not 
have an IRRRB-approved project within 12 months, the TEDF 
funds for that project be distributed entirely to the taconite 
environmental protection fund instead of being split between that 
fund and the Doug Johnson economic protection fund.  Repeals 
the additional payments producers must make to the TEDF 
relating to chips, fines, and concentrate.  Requires Revenue, for 
the 2018 distribution only, to transfer an undetermined cents/ton 
of any production tax balance remaining after distributing funds 
for taconite property tax relief purposes to the IRRRB. 

Motor Vehicle Sales Tax 
SF 3690 (Clausen, DFL, Apple Valley, 4120) 
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.  Companion to HF 3867 (Wills, R-Rosemount) in 
Spotlight 18-03. 

Property Tax (except Aids, Credits, and Refunds & TIF) 
HF 4057 (Sandstede, DFL, Hibbing, 0172); and SF 3689 
(Newton, DFL, Coon Rapids, 2556) 
Changes the due date for applying for the disabled veterans 
homestead exclusion from July 1 to November 1.  Allows veterans 
with a disability rating of at least 70% in 2016 or 2017 but who 
did not receive the disabled veterans homestead exclusion for 
assessment year 2016 or 2017 to apply for a refund of taxes paid 
in 2017 or 2018 if the veteran would have qualified for the benefit 
had he/she applied for it.  Requires such application by 11/1/18.  
Directs counties to recalculate taxes for applicants based on the 
exclusion and to refund any difference between the actual taxes 
paid and the recalculated taxes. 

HF 4063 (Bliss, R, Pennington, 5516); and SF 3735 (Johnson, 
M., R, East Grand Forks, 5782) 
Exempts personal property that is part of an intrastate natural gas 
transportation or distribution pipeline system from the state 
general levy if: construction of the system began after 1/1/18, the 
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property is located outside the seven-county metro, and the area in 
which the system is located has households or businesses which 
lacked access to natural gas distribution systems as of 1/1/18.  
Provides that the exemption applies for a 12-year period.  
Prohibits any parcel from qualifying for the exemption for than 
once.  Requires that the state general levy be reduced in any year 
by the amount that properties qualifying under this exemption 
would have paid had they been subject to the tax.  Effective 
beginning taxes payable in 2020. 

HF 4134 (Hertaus, R, Greenfield, 9188); and SF 3684 (Osmek, 
R, Mound, 1282) 
Expands the definition of “agricultural purpose” for purposes of 
property tax classification to include land used to provide 
environmental benefits such as buffer strips, old growth forest 
restoration or retention, or retention ponds to prevent soil erosion.  
Limits this treatment to 10% of the total land area, to a maximum 
of three acres. 

This change basically allows land being used to provide 
environmental benefits to qualify for treatment as agricultural 
land for property tax purposes. 

HF 4144 (Kiel, R, Crookston, 5091); and SF 3707 (Utke, R, 
Park Rapids, 9651) 
Requires the Department of Revenue to study and report on the 
current methods used to value pipeline operating property, and to 
make recommendations and prepare legislation on improvements 
or alternative valuation methods that produce a more accurate 
estimate of market value. 

HF 4175 (Sauke, DFL, Rochester, 9249) 
Creates a new property classification (class 1e) that includes any 
portion of class 1a, class 1b, or class 2b homestead property that is 
used to provide licensed family day care or group family day care.  
Sets the class rate for such property at 0.5% of market value. 

Let’s just assume for a moment that 40% of a day care 
provider’s home qualifies for this new property class.  The 
provider would essentially get a 20% break on his/her property 
taxes.  According to the latest Voss report, that would save a 
median homeowner in Greater Minnesota roughly $250-$300 per 
year and in the seven-county metro roughly $450-$500 annually.  
This raises a couple of questions: first, does this savings serve as 
the tipping point necessary to keep these providers in business?  
And second, does the relief provided to these property owners 
(which will be paid for by all other property owners) merit the 
administrative hassle it will entail?  We think the answers to both 
those questions are “no”. 

HF 4186 (Lesch, DFL, St. Paul, 4224); and SF 2942 (Pappas, 
DFL, St. Paul, 1802) 
Provides that the class rate for owner-occupied or rental 
homestead units in a community land trust property be 0.75% of 
market value. 

SF 3519 (Chamberlain, R, Lino Lakes, 1253) 
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.  Companion to HF 3937 (Hertaus, R-
Greenfield) in Spotlight 18-03, where there is a comment. 

SF 3565 (Westrom, R, Elbow Lake, 3826) 
Provides that a family farm operated by a family farm corporation, 
joint family farm venture, or limited liability company (“business 
entity”) other than the business entity that owns the land may 
claim agricultural homestead treatment for one farmstead so long 
as: 1) the person living on the farmstead is a shareholder, member, 
or partner (participant) of the business entity operating the farm; 
2) each participant in the business entity operating the farm is also 
a participant in the business entity owning the farm; and 3) a 
majority of the participants in both business entities are persons or 
spouses of persons related to each other within the third degree of 
kindred according to the rules of civil law.  Companion to HF 
3526 (P. Anderson, R-Starbuck) in Spotlight 18-02. 

SF 3567 (Anderson, P., R, Plymouth, 9261) 
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 
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).  Companion to 
HF 3776 (Loon, R-Eden Prairie) in Spotlight 18-03, where there is 
a comment. 

SF 3661 (Koran, R, North Branch, 5419) 
Provides for classification of facilities used as retreat houses or 
craft houses as bed and breakfast (4c(9)) property, with a 1.25% 
class rate.  Companion to HF 3430 (Gruenhagen, R-Glencoe) in 
Spotlight 18-02, where there is a comment. 

SF 3805 (Johnson, M., R, East Grand Forks, 5782) 
Creates a credit for farmland and managed forest land (classes 2a, 
2b, and 2c), except for the farmstead, equal to 50% of the 
property’s eligible net tax capacity times the tax rates tied to debt 
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service levies and the debt service equalization program.  Creates 
an open and standing general fund appropriation to pay for it.  
Provides that school district debt levies approved after July 30, 
2021 be levied against referendum market value.  Modifies the 
debt service equalization program so that it is based on net tax 
capacity.  Expands the existing Cooperative Facilities Grant Act 
program to include isolated small school districts.  Companion to 
HF 2495 (Drazkowski, R-Mazeppa) in Spotlight 17-06. 

SF 3875 (Eichorn, R, Grand Rapids, 7079) 
Authorizes municipalities to withdraw from the Iron Range Fiscal 
Disparities program by resolution of its governing body. 

Property Tax – Aids, Credits, and Refunds 
HF 4029 (Fabian, R, Roseau, 9635); and SF 3559 (Johnson, 
M., R, East Grand Forks, 5782) 
Provides that for purposes of the state’s payments in lieu of tax to 
local governments, “transportation wetland” includes wetland 
administered by a political subdivision to which MNDoT has 
transferred fee title to the land. 

HF 4131 (Murphy, M., DFL, Hermantown, 2676); and SF 
3758 (Bakk, DFL, Cook, 8881) 
Permanently increases the LGA appropriation for an undetermined 
city by $200,000. 

It is not immediately clear to us what city this proposal is 
targeting, but based on the authors it is likely to be Hermantown 
or Proctor. 

HF 4183 (Loeffler, DFL, Minneapolis, 4219); and SF 3796 
(Dziedzic, DFL, Minneapolis, 7809) 
Sets the base dependent exemption for purposes of the property 
tax refund at $4,150 per person and makes conforming changes 
relating to the variation in the exemption based on family size.  
Provides that the base dependent exemption amount be adjusted 
annually for inflation and further directs that the inflation measure 
to be used for all applicable pieces of the property tax refund be 
the Consumer Price Index for All Urban Consumers.  Effective for 
property tax refunds based on property taxes payable after 
12/31/17 and rent paid during tax year 2017. 

Since current law sets the base dependent exemption equal to 
the federal amount – which was abolished as part of the TCJA – 
lawmakers will need to set a state-specific amount if they want the 
dependent exemptions to continue.  The current rules provide for a 
base exemption of $4,050 (the amount associated with the federal 
tax year 2017 filings). 

SF 3518 (Koran, R, North Branch, 5419) 
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.  
Companion to HF 3892 (Hertaus, R-Greenfield) in Spotlight 18-
03, where there is a comment. 

Property Tax – Tax Increment Financing 
HF 4218 (Carlson, A., DFL, Bloomington, 4218); and SF 3878 
(Wiklund, DFL, Bloomington, 7-8061) 
Modifies the special TIF rules put in place in 2008 for the city of 
Bloomington’s Central Station TIF district. 

Sales Tax 
HF 3949 (Runbeck, R, Circle Pines, 2907) 
Requires counties to obtain voter approval at a general election 
before imposing the transportation sales and use tax (maximum 
rate of 0.5%) or before increasing the rate or duration of an 
existing such tax.  Stipulates that, in cases where the tax is 
imposed by multiple counties acting under a joint powers 
agreement, that the tax only be imposed/increased in those 
counties where voters approve the tax. 

HF 3976 (Maye Quade, DFL, Apple Valley, 5506); and SF 
3730 (Little, DFL, Lakeville, 5252) 
Exempts purchases of food by a nonprofit organization from a 
caterer or other business with whom the nonprofit has a contract 
from the sales and use taxes, so long as: the nonprofit sponsors 
and manages the provision of meals and other food through the 
federal Child and Adult Care Food Program to unaffiliated centers 
and sites, and the purchased food is used directly in this program. 

Our understanding is that the meals provided to clients 
through this program are taxed in some instances and not in 
others, depending on the type of organization that is purchasing 
the food.  This provision would create horizontal equity by 
treating all organizations that manage this program identically for 
sales tax purposes. 

HF 4013 (Carlson, L., DFL, Crystal, 4255); and SF 3521 (Rest, 
DFL, New Hope, 2889) 
Expands the sales and use tax exemption for sales to nonprofit 
groups to include nonprofit organizations that provide athletic 
training for youth and adults which would be exempt under 
current law if it did not provide training for persons over the age 
of 18 and which are sanctioned by or affiliated with at least one 
national governing body recognized by the United States Olympic 
Committee. 

HF 4034 (Murphy, M., DFL, Hermantown, 2676) 
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 
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with this tax revenue.  Terminates the tax after sufficient revenues 
have been raised to finance these costs or after 25 years, 
whichever is earlier.  Companion to SF 3485 (Bakk, DFL, Cook, 
8881) in Spotlight 18-03. 

HF 4321 (Davids, R, Preston, 9278) 
Expands the sales and use tax exemption for purchases of 
firefighting equipment to include such equipment purchased by 
the Department of Public safety with funds from the fire safety 
account. 

SF 3748 (Koran, R, North Branch, 5419) 
Establishes sales and use tax and liquor gross receipts tax nexus 
for wineries holding a direct shipper license.  Dedicates sales and 
use tax and liquor gross receipts tax revenues raised from such 
wineries to a state program for the promotion of Minnesota grapes 
and wines.  Also establishes a Minnesota Grape and Wine Council 
and includes other provisions relating to wine and wineries. 

SF 3753 (Anderson, P., R, Plymouth, 9261) 
Exempts the value of the consideration paid for the right to 
purchase a ticket to a collegiate athletic event in a preferred area, 
if such consideration is used entirely to finance student scholarship 
costs and stated separately from the admission price, and the 
underlying admission price for the ticket is equal to or greater than 
the higher priced general admission ticket for the closest sear not 
in the preferred area.  Companion to HF 3329 (Davids, R-Preston) 
in Spotlight 18-02. 

SF 3884 (Osmek, R, Mound, 1282) 
Expands the existing sales tax exemption for sales to nonprofit ice 
facilities to include organizations that exist primarily for the 
purpose of operating ice arenas or rinks that are part of the David 
M. Thaler Sports Center.  Companion to HF 3584 (Pugh, R-
Chanhassen) in Spotlight 18-02. 

EDUCATION – FINANCE 
HF 3971 (McDonald, R, Delano, 4336); and SF 3608 
(Kiffmeyer, R, Big Lake, 5655) 
Changes the equalization of debt service levies beginning in FY 
2020 for the first tier only from the greater of: (1) $4,430 or (2) 
55.33% of the initial equalizing factor; to the greater of: (1) $4,430 
or (2) 70% of the initial equalizing factor.  Changes the thresholds 
for first and second tier debt service equalization from from 
15.74% of adjusted net tax capacity (ANTC) and 26.24% of 
ANTC, respectively; to 12.5% of ANTC and 19% of ANTC, 
respectively.  Increases the second tier and third tier equalizing 
factors for referendum revenue from $510,000 and $290,000, 
respectively; to $640,000 and $350,000, respectively. 

Basically, these changes would direct more debt service 
equalization and referendum equalization aid at districts with 
higher market value per pupil. 

HF 3990 (Kunesh-Podein, DFL, New Brighton, 4331) 
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.  Companion to SF 3338 (Bigham, DFL-Cottage 
Grove) in Spotlight 18-03, where there is a comment. 

HF 4025 (Bliss, R, Pennington, 5516); and SF 3674 (Eichorn, 
R, Grand Rapids, 7079) 
Expands the current natural disaster debt service equalization aid 
program to include school districts in which at least 30% of the 
district’s property value is excluded from its taxable value.  Also 
eliminates obsolete provisions. 

HF 4026 (Peterson, R, Lakeville, 5387) 
Increases the maximum allowable safe schools levy from $36 to 
$41 per pupil.  Companion to SF 3087 (Pratt, R, Prior Lake, 4123) 
in Spotlight 18-02. 

HF 4272 (Knoblach, R, St. Cloud, 6612); and SF 3861 (Relph, 
R, St. Cloud, 6455) 
Creates a special education equity aid for school districts equal to 
30% of the difference between the district’s initial special 
education cross subsidy per pupil and a regional average, to a 
maximum of $120 per pupil. 

HF 4274 (Hertaus, R, Greenfield, 9188) 
Increases the maximum allowable school district building lease 
levy from $212 per pupil to $225 per pupil, effective FY 2020.  
Directs that the maximum allowable levy be adjusted for inflation 
(using the CPI for All Urban Consumers) annually, effective FY 
2021. 

SF 3626 (Dibble, DFL, Minneapolis, 4191) 
Provides funding for universal voluntary pre-kindergarten.  
Companion to HF 3658 (Wagenius, DFL-Minneapolis) in 
Spotlight 18-03, where there is a comment. 

ELECTIONS 
HF 3979 (Garofalo, R, Farmington, 1069) 
Directs that the state primary election be held on the same day as 
the presidential nomination primary election in calendar year 
2020. 

HF 4042 (Nelson, DFL, Brooklyn Park, 3751) 
Proposes to amend the Minnesota Constitution to lower the voting 
age for state and local elections from 18 to 16.  Companion to SF 
3452 (Pappas, DFL-St. Paul) in Spotlight 18-03. 

HF 4104 (Garofalo, R, Farmington, 1069); and SF 3728 
(Carlson, L., DFL, Crystal, 4255) 
Expands the current authorization for towns and cities outside the 
seven-county metro area with 400 or fewer registered voters to 
implement mail balloting to include such towns and cities within 
the metro area. 

LABOR 
HF 4296 (Drazkowski, R, Mazeppa, 2273); and SF 3754 
(Kiffmeyer, R, Big Lake, 5655) 
Prohibits unions representing state employees from charging fair 
share fees to nonmembers.  Effective upon any U.S. Supreme 
Court decision holding that unions representing public employees 
may not charge fair share fees to nonmembers. 
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SF 3539 (Koran, R, North Branch, 5419) 
Prohibits public unions representing state employees from using 
general dues revenues for political purposes.  Requires that any 
expenditures for political purposes be made from a separate fund 
to which contributions are made voluntarily and specifically for 
such purposes.  Companion to HF 2925 (Rarick, R-Pine City) in 
Spotlight 18-01. 

SF 3540 (Miller, R, Winona, 5649) 
Stipulates that legislative ratification of proposed collective 
bargaining agreements must involve majority approval of the same 
language by both the Minnesota House and Minnesota Senate.  
Further stipulates that such requirement apply to any contingent 
ratification which depends on the fulfillment of some express 
condition, including, but not limited to, enactment of a law.  
Companion to HF 2926 (O'Neill, R-Maple Lake) in Spotlight 18-
01. 

SF 3554 (Benson, R, Ham Lake, 3219) 
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.  Companion to 
HF 3674 (O'Neill, R-Maple Lake) in Spotlight 18-03. 

SF 3555 (Benson, R, Ham Lake, 3219) 
Requires Minnesota Management and Budget (MMB) to develop 
a performance appraisal system that must include a rating system 
for evaluating employee performance that identifies those who 
performance does not meet expectations, those whose 
performance meets expectations, and those whose performance 
exceeds expectations.  Requires MMB to assign a single 
percentage of pay increase or decrease for each of these categories 
annually.  Ties changes in a state employee’s pay to the category 
in which he or she is placed as a result or his or her annual 
evaluation.  Companion to HF 3518 (O'Neill, R-Maple Lake) in 
Spotlight 18-03 and similar in many respects to HF 2981 
(Drazkowski, R-Mazeppa) in Spotlight 18-01, where there is a 
comment. 

LEGISLATURE 
HF 4000 (Schultz, DFL, Duluth, 2228); and SF 3813 (Isaacson, 
DFL, Shoreview, 5537) 
Proposes to amend the Minnesota Constitution to provide for a 
five-member redistricting commission to adopt congressional and 
legislative district boundaries following each decennial census.  
Provides that all five members of the commission be retired state 
appellate or district court judges who have not served in a party-
designated or party-endorsed position.  Directs that the Senate 
majority and minority leaders, the House speaker and the House 
minority leader each appoint one member to the commission, with 
those four members then appointing a fifth member by a vote of at 
least three commission members. 

HF 4037 (McDonald, R, Delano, 4336); and SF 3669 (Jensen, 
R, Chaska, 4837) 
Increases the maximum resale value/cost of a plaque, trinket or 
memento, or informational material a legislator or legislative 
employee may receive under the gift ban from $5 to $15.  Provides 
that a meal with a value of $15 or less and food or beverage with a 
total value of $10, if not offered as part of a meal, are exempt from 
the legislative gift ban.  Prohibits the sum total of the gifts a 
principal or lobbyist may give a person subject to the legislative 
gift ban from exceeding $50 in any calendar year. 

SF 3759 (Jensen, R, Chaska, 4837) 
Provides for the election of state legislators on a nonpartisan basis.  
Companion to HF 1843 (Knoblach, R-St. Cloud) in Spotlight 17-
05, where there is a comment. 

MINIMUM WAGE 
HF 4061 (McDonald, R, Delano, 4336) 
Sets the minimum wage for employees earning gratuities at $8.00 
per hour if the employee’s gratuities average at least $4 per hour 
for the workweek or otherwise at the greater of the applicable state 
or federal minimum wage.  Requires gratuities presented to an 
employee via inclusion on a debt, charge, or credit card be 
credited to the pay period in which they are received by an 
employee and be fully allowed to the employee.  Defines 
“employee receiving gratuities” as an employee who customarily 
and regularly receives more than $30 per month in gratuities.  
Companion to SF 3108 (Jensen, R-Chaska) in Spotlight 18-02. 

STATE AND LOCAL GOVERNMENT 
HF 4036 (McDonald, R, Delano, 4336) 
Proposes to amend the Minnesota Constitution to limit planned 
expenditures from all state funds in a biennium to the amount of 
actual revenues received in the prior biennium.  Exempts one-time 
repayment of payment shifts or other state financial obligations.  
Provides that additional expenditures may only be budgeted under 
certain circumstances and only for public peace, safety, or health 
purposes. 

Requires a 6% reduction in all state employees’ salaries.  Prohibits 
any public entity in the state from awarding bonus payments to an 
employee.  Requires the state to reduce its workforce and 
associated costs by at least 15% by 6/30/21.  Allows employees 
who are at least 50 years of age, who have least eight years of 
service credit, and whose combined age and years of service 
equals at least 70 to apply for a normal retirement annuity without 
any reductions due to retirement before reaching the normal 
retirement age.  Requires the Department of Management and 
Budget (MMB) to perform an actuarial analysis before offering 
this early retirement program to determine the maximum and 
minimum number of retirees allowable under the program and the 
percentage of early retirement savings to be returned to the 
pension fund over a prescribed period of time in order to cover the 
cost of the program to the pension fund.  Provides that employees 
whose combination of years and service do not equal 70 may 
purchase up to five years of service credit on a monthly basis by 
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paying the employee contribution rate times the monthly salary at 
the time the purchase is made.  Prohibits the state from filling a 
position vacated through the early retirement program unless the 
existence of the specific position is mandated by law.  Prohibits 
persons who receive a higher annuity through these early 
retirement provisions than they would otherwise have received 
from being reemployed by the state for five years.  Requires MMB 
to establish a panel to study and make recommendations for 
reforming the state employee retirement pension program. 

Instead of tackling the foundation of the state’s HR problems 
head on an archaic civil service system that is unresponsive to 
skill and talent acquisition, labor market realities, and 
performance this bill embarks on a forced and incentivized  
program of labor attrition rooted in a buyout plan that we can 
almost guarantee would be an economic disaster and result in 
further hemorrhaging of talent we most need to keep.  We also 
can’t help but juxtapose this proposal with the introduction of new 
labor intensive agency administrative burdens legislators of both 
parties are always willing and eager to create littered throughout  
this issue of Legislative Spotlight and all our previous issues.   

HF 4260 (Davnie, DFL, Minneapolis, 0173) 
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%.  Companion to SF 3351 (Rest, DFL-New 
Hope) in Spotlight 18-03, where there is a comment. 

SF 3708 (Rosen, R, Vernon Center, 5713) 
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.  Identical to HF 3891 
(Knoblach, R-St. Cloud) in Spotlight 18-03 and companion to HF 
3437 (also Knoblach), which was introduced on 3/8/18. 

TRANSPORTATION 
SF 3682 (Osmek, R, Mound, 1282) 
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.  Companion to HF 3915 (Hertaus, R-Greenfield) 
in Spotlight 18-03, where there is a comment. 

SF 3837 (Newman, R, Hutchinson, 4131) 
Proposes to modify the Minnesota Constitution to dedicate the 
revenues from sales taxes on the sale and purchase of motor 
vehicle repair and replacement parts for road and bridge repair. 

Current law dedicates sales tax revenues from motor vehicle 
repair parts for this purpose.  This proposal would expand the 
dedication to include replacement parts and enshrine the 
dedication in the state constitution – making it much more difficult 
to repurpose these revenues in the future if lawmakers so desired. 
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