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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).  Please let our 
office know if you aren’t receiving our electronic mailings and 
would like to; or if you need help accessing the members-only 
portion of our website. 
 With today’s passing of the second committee deadlines, the 
legislature’s policy committees will more or less go dark for the 
remainder of 2019.  After factoring in the Easter/Passover break, 
legislators are now looking at a six-week period for passing their 
policy bills off the floor, finalizing their budget proposals, and 
completing the conference committee process before the mandatory 
adjournment date of May 18.  The next deadline is April 12 (the 
final day before the Easter/Passover break), when committees are 
to have acted favorably on the major appropriations and finance 
bills; with the governor and legislative leaders having further 
committed having started the conference committee process on the 
budget and tax bills by May 1st. 
 So as we enter this period, where do we stand?  The House 
Property and Local Taxes Division has released its proposed 
report, with the markup happening next week.  Both the House and 
Senate are likely to begin moving their omnibus tax bills in the next 
week or two.  What we find – interesting – is how little public 
discussion there has been regarding federal conformity.  Especially 
given that this is the major topic facing the tax committees this year.  
It’s become very clear that legislators are, again, not going to use 
the need to respond to the TCJA as an opportunity to rigorously 
evaluate Minnesota’s tax code. 
 The legislative majorities have now put their budget targets on 
the on the table, joining the governor who released his budget some 
time ago.  As we noted in the e-brief we published earlier today, 
there are serious challenges in comparing the three sets of 
numbers: primarily from different starting points, different 
committee configurations, and the fact that targets show net 
spending – where revenue increases can appear to reduce spending.  
What we can say with certainty is that the Senate GOP is proposing 
to spend considerably less then either the House DFL or Governor 
Walz for the upcoming FY 20-21 biennium, and the Senate is 
committing to a budget that will not raise taxes. 
 Many details remain to be unveiled – notably the legislative 
majorities’ tax plans, their transportation plans, and how they plan 
to finance Minnesota public health care programs moving forward.  
All of these are certain to prove contentious. 
 Depending on the volume of bill introductions and the number 
of committee hearings worth reporting on, we may publish one 
additional edition of Legislative Spotlight, which would be on 
Friday, April 12.  Historically, we have produced a side-by-side 
comparison of the House and Senate tax bills.  This year we do not 
plan to do this – we will instead provide members with links to the 
materials prepared by legislative staff.  We instead plan to focus 

                                                           
 
 

our resources on covering developments and providing analysis as 
they occur.  We will keep you updated through our e-briefs and on 
the members-only blog on our website.  Thanks, as always, for your 
continued support. 

FROM THE COMMITTEE ROOMS 

House Tax Committee Hears Proposal on Tax 
Havens 

House Tax Committee members considered HF 1849, a 
proposal by Rep. Frank Hornstein (DFL-Minneapolis) to subject 
income from foreign corporation deemed to be operating in a “tax 
haven” to Minnesota’s corporate tax, at its March 20th hearing.  The 
bill targets foreign corporations that are either incorporated in a list 
of 35 countries that have been, according to the House Research 
summary of the bill, “publicly identified as having favorable tax 
provisions for corporate taxpayers”, or receive at least 20% of their 
income from such countries.  By treating these entities as domestic 
corporations, the proposal would require them to be included in the 
unitary business’ combined report – essentially creating a sort of 
worldwide taxation basis limited to specific foreign jurisdictions. 

Jokingly commenting this bill he has long sponsored has 
become a rite of spring, Rep. Hornstein stated that his reason for 
offering the proposal is rooted in his concern that some Minnesota 
companies “hide their money in overseas tax havens”.  He noted 
that the federal government addressed the issue of domestic 
companies with substantial overseas income in the Tax Cuts and 
Jobs Act through its deemed repatriation provisions.  Rep. 
Hornstein told committee members that his list of 35 tax havens 
includes those countries which have been identified as such by the 
Organization of Economic Cooperation and Development (and, 
according to the House Research summary of the provision, the 
Internal Revenue Service).  Finally, Rep. Hornstein suggested that 
this lost revenue should be made available to the general fund for 
the state’s spending needs. 

The committee discussion that followed was spirited, and took 
75 minutes of the committee’s time – most of the 90-minute 
meeting period.  Supporters of the provision framed the issue as a 
fairness concern – that corporations engaging in such behavior have 
the wherewithal to do so, where other (smaller) businesses and 
individual taxpayers cannot access the same benefits.  They also 
cited similar provisions enacted elsewhere in the country and noted 
that they had not been struck down by the courts.  Supporters also 
cited ongoing needs in the state budget – particularly transportation, 
education, and health care – that the $70 to $80 million per 
biennium the proposal would raise could help finance. 

Republicans on the committee responded by noting that the list 
in the bill is based on outdated information from the OECD.  (Our 
research finds a 2017 report from the organization which lists only 
Trinidad and Tobago as a non-compliant jurisdiction1 – a report that 

1 http://www.oecd.org/tax/transparency/strong-progress-seen-on-
international-tax-transparency.htm  
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unsurprisingly seems unpopular with progressive policy groups.)  
GOP committee members also raised concerns about the effect the 
bill might have on the competitiveness of Minnesota corporations 
in a global economy.  These points were reiterated by testifiers in 
opposition to the proposal, who argued that the bill’s list of tax 
havens is “arbitrary” and noted that only two other states – Montana 
and Oregon – have adopted a blacklist approach.  They further noted 
that Oregon repealed its tax haven provisions in 2018. 

It’s abundantly clear the target of Minnesota’s tax fairness 
debate has now officially moved on from “the wealthy” to “big 
corporations.”  The focus of the discussion so far is the 
philosophical issue of whether foreign earnings are “fair game” for 
the state.  Committee members may disagree on this but have had 
no difficulty expressing opinions on that topic.  The follow-on 
questions are the real heart and crux of the policy debate: 1) how do 
you determine what global profits “belong” to Minnesota, 2) how 
do you avoid stepping on legal and constitutional landmines in the 
attempted capture, and 3) is there any point where the 
administrative hassle, budget risk, and cost is just not worth the 
effort?  Those critical questions have received precious little, if any, 
committee discussion to date.   

As was the usual practice, the bill was laid over for possible 
inclusion in the omnibus tax bill.  It’s generally difficult to predict 
what will and won’t make it into the tax bill; but committee chair 
Rep. Paul Marquart’s extended reflections on facts, figures, and 
motivations surrounding this bill culminating with the comment 
that  it’s “incumbent upon Minnesota after 35 years to try to look at 
some tools to recoup that [foregone revenue] to create a fairer tax 
system for everyone” suggests that some type of foreign earnings 
capture will be a prominent feature of a House tax bill. 

LEGISLATIVE/REVENUE BILL SUMMARIES 
 The following are links to additional information on bills 
summarized in this edition of Legislative Spotlight that may be of 
interest to members. 

 HF 1486 / SF 1522 (Partnership audits) 

https://www.revenue.state.mn.us/research_stats/revenue_analyses/
2019_2020/hf1498(sf1540)_1.pdf  (Revenue Estimate) 

https://www.senate.mn/departments/scr/billsumm/summary_displa
y_from_db.php?ls=91&id=6607 (Senate Counsel bill summary) 

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.  Note that “NR” 
designates members of the House’s New Republican caucus.  All 
members’ offices have a 651 area code and 296 exchange 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, 2018 
 Property tax: Taxes levied in 2019, payable in 2020 
 Sales tax: Sales and purchases made after June 30, 2019 

HF 2639 (Gruenhagen, R, Glencoe, 4229) 
Repeals the “Minnesota Health Plan Market Rules”, which set forth 
the requirements that apply to individual and small group health 
plans in the state.  Creates a Minnesota Health Risk Pool 
Association to promote the stabilization and cost control of 
individual health plans in Minnesota.  Directs that Association 
members be all health carriers offering, issuing, or renewing 
individual health plans in Minnesota.  Exempts the Association 
from the insurance premiums taxes.  Exempts property owned by 
the Association from property taxes.  Dedicates the insurance 
premiums taxes collected from health maintenance organizations, 
nonprofit health service plan corporations, and community 
integrated service networks to finance and from “all other 
insurance” (i.e., not life, property and casualty, or township mutual 
insurance), in part, the Association’s risk pool program.  Authorizes 
individual income tax filers to subtract any expenditures for medical 
care when computing Minnesota taxable income, except for any 
amount compensated by insurance or paid/reimbursed through 
certain stated employer fringe benefits, or which was used to 
compute the long-term care credit.  Makes other changes to health 
insurance that are outside the scope of Legislative Spotlight.   

SF 2555 (Chamberlain, R, Lino Lakes, 1253) 
This bill contains the Department of Revenue’s technical and policy 
proposals.  It is the companion to HF 2169 (Marquart, DFL-
Dilworth) in Spotlight 19-05, where there are links to the materials 
the Department has prepared on this proposal. 

Combinations of Taxes (Corporate and Individual 
Income) 
HF 2559 (Gomez, DFL, Minneapolis, 7152) 
Subjects the deferred foreign income created under the Tax Cuts 
and Jobs Act to the Minnesota individual income and corporate 
franchise taxes.  Exempts such income for nonresident individuals.  
Requires any amounts deducted for federal purposes under Section 
965(c) be added back to Minnesota taxable income.  Directs that, 
for taxpayers paying the federal transition tax over an eight-year 
period, the addition for 965(c) income be applied ratably to the same 
tax periods in which the taxpayer includes deferred foreign income 
in Minnesota net income.  Directs that any net income of a domestic 
corporation included under Sections 951 and 965 of the Internal 
Revenue Code (i.e., a controlled foreign corporation) be deemed 
dividend income.  Effective retroactively to tax year 2017. 

A note that the Section 965(c) deductions authorize US 
shareholders to deduct income such that it reduces the applicable 
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tax rate on deferred foreign income to 15.5% on the shareholder’s 
aggregate foreign cash provision and 8% on the remaining amount. 

HF 2560 (Gomez, DFL, Minneapolis, 7152) 
Requires that global intangible low-taxed income be subject to the 
Minnesota individual income and corporate franchise taxes.  Directs 
that any net income of a domestic corporation included under 
Sections 951 and 965 of the Internal Revenue Code (i.e., a 
controlled foreign corporation) be deemed dividend income. 

Including GILTI in the state tax base by treating it as dividend 
income that qualifies for the dividends received deduction finds 
apparent support in a Supreme Court ruling from 1980.  But 
importantly, the issue of apportionment was not addressed in that 
ruling, which was the basis for Justice Paul Stevens’ dissent on the 
grounds that including foreign income in a state tax base without 
factor representation created a constitutional concern.  As he 
stated, “Apportionment goes hand in hand with the determination 
of the tax base,” and “It is improper to simply lump huge quantities 
of investment income that have no special connection with the 
taxpayer’s operations in the taxing state into the tax base and to 
apportion it on the basis of factors that are used to allocate 
operating income.”  Looming constitutional concerns like this 
aren’t going to be legislated away. 

HF 2577 (Urdahl, R, Grove City, 4344); and SF 2662 (Weber, 
R, Luverne, 5650) 
Creates a refundable individual income and corporate franchise tax 
credit for employers who create full-time jobs that pay at least $15 
per hour or $12 per house plus health benefits, or the equivalent, in 
the advanced manufacturing, information technology, forestry, 
mining, agriprocessing, or tourism attraction industries.  Limits the 
credit to jobs created in counties outside the seven-country metro 
area which had population under 25,000 as of the 2010 census or 
which have experienced a net job growth rate of less than 1.5% 
between 2008 and 2018.  Sets the credit equal to $4,000 per job 
created for the first three years of the job’s existence and $3,000 in 
the fourth year.  Limits the total amount of credits that may be 
awarded in each eligible county as follows: 

Tax Year Maximum Credit 
2020 $20,000 
2021 $40,000 
2022 $60,000 

2023 - 2035 $75,000 
Authorizes counties to carry unused credits forward to be awarded 
in subsequent years.  Directs that credits awarded to pass-through 
entities be distributed to owners on a pro rata basis.  Prohibits the 
credit from being claimed for any job for which a JOBZ tax credit 
has been awarded or for which a rural job creation grant has been 
made.  Requires businesses seeking the credit to apply to eligible 
counties.  Creates guidelines for county boards of commissioners to 
use when determining how to award these tax credits. 

Yet another example of how tax administration considerations 
aren’t even an afterthought with respect to the pursuit of tax policy 
in this state. 

HF 2628 (Davids, R, Preston, 9278); and SF 2601 
(Chamberlain, R, Lino Lakes, 1253) 
Moves the March 15 due date for filing estimated individual income 
and corporate franchise tax payments to April 15. 

HF 2642 (Gomez, DFL, Minneapolis, 7152) 
Repeals the section 529 plan income tax subtraction.  Requires the 
Department of Revenue to annually estimate the additional state 
revenues generated by repeal of the subtraction.  Dedicates those 
revenues to the Office of Higher Education to increase student grant 
awards through the state grant program. 

We have for years been critical of proposals to establish new 
tax expenditures to fund initiatives that would be more suitably 
funded through the appropriations process.  This proposal seems 
like it actually makes that situation worse.  It repeals the tax 
expenditure but effectively keeps it in place through the revenue 
dedication.  How Revenue, 15 to 20 years down the road, is 
supposed to make any estimate of what taxpayers would have done 
had this subtraction still been in place seems to be asking a lot of 
their crystal ball.  If legislators want to go down this road, a far 
better solution would be to identify the amount of money they wish 
to direct to this program and have the proposal go through the 
appropriations process. 

HF 2658 (Lislegard, DFL, Aurora, 0170) 
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.  Identical in nature to HF 0961 (Davids, 
R-Preston) in Spotlight 19-03, where there is a comment. 

SF 2615 (Pratt, R, Prior Lake, 4123) 
Exempts funds created under section 468A of the Internal Revenue 
Code which hold contributions dedicated to financing the costs of 
decommissioning nuclear power plants from the individual income 
and corporate franchise taxes.  Companion to HF 2104 (Haley, R-
Red Wing) in Spotlight 19-05. 

SF 2720 (Anderson, P., R, Plymouth, 9261) 
Authorizes individual income and corporate franchise tax filers that 
qualify for the research credit to elect to calculate its base amount 
under an alternative simplified method where it is equal to 50% of 
the average qualified research expenses for the three preceding 
taxable years.  Sets the credit under this method equal to 6% of all 
qualified research expenses over the base amount.  Companion to 
HF 1445 (Robbins, R-Maple Grove) in Spotlight 19-04. 

Combinations of Taxes (Excise and Sales) 
HF 2759 (Lesch, DFL, St. Paul, 4224) 
Imposes the sales and use taxes, liquor gross receipts taxes, and 
relevant excise taxes on direct shipments of wine into Minnesota.  
Includes other provisions regulation direct shippers of wine and 
providing for licensing and required reports.  The proposal appears 
to be identical to HF 1909 (also Lesch) and SF 1932 (Pratt, R-Prior 
Lake) in Spotlight 19-04. 
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Combinations of Taxes (Individual Income and 
MinnesotaCare) 
SF 2731 (Marty, DFL, Roseville, 5645) 
Creates a refundable individual income tax credit to be calculated 
in the same manner as the federal insurance premium tax credit, 
except for the following: 
 Applies the credit only to filers whose household income 

exceeds 400% of the federal poverty guidelines. 
 Provides that the federal government’s restrictions relating to 

essential minimum coverage do not apply. 
 Sets the percentage of income which must be contributed to the 

premium at the highest percentage in the federal credit.   
 Stipulates that the monthly premiums used to calculate the 

credit must be reduced by the amount of premium subsidy 
made by MNsure and applied to the gross premium.  

Authorizes an advanced credit payment for eligible Minnesota 
residents who have had at least one month of coverage by a 
qualified health plan offered through MNsure and were not enrolled 
in Medical Assistance or MinnesotaCare coverage.  Requires any 
health care premiums that were deducted when computing federal 
taxable income and used to compute this credit must be added back 
when computing Minnesota taxable income. 

Repeals the sunset of the MinnesotaCare provider taxes.  Provides 
nexus for the health care provider taxes for out-of-state sellers that 
essentially mimics the sales tax nexus requirements established for 
out-of-state sellers.  Companion to HF 2380 (Schultz, DFL-Duluth) 
in Spotlight 19-05, where there is a comment and more information. 

Corporate Income Taxes 
HF 2558 (Gomez, DFL, Minneapolis, 7152) 
Eliminates the single sales factor when apportioning corporate 
income and instead requires an equal three-factor apportionment 
based on sales, property, and payroll. 

Since the early 1950s, Minnesota’s apportionment factors have 
given more weight to sales than to the other factors – which has 
benefited corporations who were headquartered in the state but had 
sales that were mostly outside Minnesota.  However, by the early 
2000s the then-existing apportionment factors– 75% sales and 
12.5% property and payroll were seen by many on both sides of the 
aisle as problematic because many states began moving toward 
single sales apportionment in the 1990s.  Proponents of having 
Minnesota take similar action called anything less than 100% 
weighting for sales a “jobs tax” because any additional job created 
in Minnesota would increase Minnesota payroll, which in turn 
would attribute more of the corporation’s income to the state.  In 
2005 the legislature enacted an eight-year phase in of single sales 
apportionment in the omnibus tax bill. 

According to the Federation of Tax Administrators, Minnesota 
is one of 26 states (including D.C.) that use single sales 
apportionment.  Seven states use an equal three-factor 
apportionment, and one of those states (Missouri) is moving to 
single sales apportionment beginning in tax year 2020.  The 
remaining states with a corporate income tax use some sort of 

apportionment formula that gives extra weight to sales – although 
of these states Maryland and Delaware are both moving to single 
sales apportionment.  Tax lawyer, author, and educator David 
Brunori has stated in correspondence with the MCFE that he 
expects all states to be single sales in five years. 

Cutting to the chase, there is a very strong argument to be made 
that the only reason Minnesota “gets away” with having a 9.85% 
corporate tax rate is because of single sales apportionment.  Or to 
put it another way, any effort to revert back to three factor 
apportionment would have immediate and long-term ramifications 
for decision making by Minnesota’s corporate business community 
and by extension, for the state’s economy. 

HF 2561 (Gomez, DFL, Minneapolis, 7152) 
Deems that, for purposes of combined reporting, a controlled 
foreign corporation (as defined in section 957 of the Internal 
Revenue Code) is a domestic corporation (and therefore, its income 
and sales must be included in the apportionment calculations), if a 
U.S. shareholder of such a company is required to include any 
global intangible low-taxed income received from the company in 
its gross income. 

From our understanding, Minnesota would join Alaska as the 
only worldwide combined reporting states.  In addition to the GILTI 
comment accompanying HF2560, famed tax scholar Richard Pomp 
adds this, “if a unitary inquiry is complicated, try determining how 
factor representation (apportionment) should be implemented in a 
multitiered foreign structure involving just about every entity 
known to exist – and some that have never been seen before.”  It 
passes the populism test and the numbers in the revenue estimate 
may look swell but somebody needs to ask just how equipped is our 
DOR to take this on? 

HF 2706 (Loeffler, DFL, Minneapolis, 4219) 
Reduces the dividends received deduction from 80% to 78% for 
dividends from 20% or more owned corporations and from 70% to 
68% for dividends from less than 20% owned corporations. 

Estate and Gift Taxes 
HF 2554 (Gomez, DFL, Minneapolis, 7152) 
Creates a Minnesota gift tax at the rate of 10% on the amounts of 
gifts that are taxable for federal purposes (any gift of over $15,000 
to those other than your spouse.)  Creates a cumulative lifetime 
$100,000 credit against the tax (equal to a $1 million gift 
exemption).  Exempts transfers of real property located outside 
Minnesota, tangible personal property normally kept at a location 
outside Minnesota on the date the gift was executed, and intangible 
personal property made by an individual who was not a resident at 
the time the gift was executed.  Provides a credit against the estate 
tax for the gift tax imposed on gifts paid by the estate. 

A gift tax was first enacted in Minnesota in 1937.  In 1979, both 
the inheritance and gift taxes were repealed and replaced with the 
estate tax, largely conforming to the federal estate tax in 1981.  The 
legislature enacted a gift tax similar to this one in 2013 but repealed 
it the following year retroactively to its effective date, so that for all 
practical purposes the re-establishment of the tax never took place. 
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According to House Research, “over the last decade, the few 
states that imposed stand-alone taxes [i.e., taxes which apply 
regardless of when the gift is made, as this proposal advocates] 
have been abandoning them.”  As of 2018, only Connecticut 
imposes a stand-alone gift tax.  This probably has a lot to do with 
the return on investment – as the staff papers from the 1984 Latimer 
Tax Study Commission commented: “It has long been recognized 
that gift taxes on the state level are much too complex to justify the 
small amount of revenue received.” 

The repeal of the tax in 2014 was not a Republican-only effort.  
Bills to repeal the tax were introduced by DFLers in both chambers, 
and was included in then-Gov. Mark Dayton’s proposed tax bill.  In 
other words, politicians from across the ideological spectrum 
thought this was bad tax policy five short years ago.  It is unclear 
what, if anything, has changed since then to make this a good idea. 

HF 2555 (Gomez, DFL, Minneapolis, 7152) 
Reduces the amount of value scheduled to be exempt from the estate 
tax for decedents dying in 2020 and thereafter from $3 million to 
$1 million.   

HF 2557 (Gomez, DFL, Minneapolis, 7152) 
Adds a sixth bracket to the estate tax, which imposes a 16.8% rate 
on all taxable estate value above $11.1 million. 

Currently, the estate tax has five brackets, with the top 16% 
rate applying to taxable estate value above $10.1 million. 

SF 2557 (Chamberlain, R, Lino Lakes, 1253) 
Conforms the estate tax exclusion amount from $3.0 million for 
estates of decedents dying in 2020 to the federal amount ($11.4 
million plus an inflation adjustment).  Repeals the qualified small 
business property subtraction and the recapture tax.  Companion to 
HF 2019 (McDonald, R-Delano) in Spotlight 19-05. 

Individual Income Taxes 
HF 2562 (Gomez, DFL, Minneapolis, 7152) 
Reinstates the federal deduction for post-secondary tuition and fees, 
which expired after tax year 2017, at the state level.  Effective 
retroactively to tax year 2018.  Companion to SF 0409 (Dziedzic, 
DFL-Minneapolis) in Spotlight 19-02, where there is a comment. 

HF 2564 (Loeffler, DFL, Minneapolis, 4219) 
Allows filers with earned income or adjusted gross income 
exceeding the income limitation for the federal Earned Income Tax 
Credit (EITC) to qualify for the Working Family Credit (WFC), so 
long as the filer is otherwise eligible for the EITC.  Increases the 
WFC for filers with three or more children as follows: 

Current Law/ 
Proposed Law 

Maximum 
Credit 

Phaseout 
Threshold 

Maximum 
Qualifying 

Income 
Unmarried Filers 

Current – TY 19 $2,156 $27,000 $46,936 
Proposed – TY 20 $2,346 $27,000 $52,871 

Married Filers 
Current – TY 19 $2,156 $32,840 $52,776 

Proposed – TY 20 $2,346 $32,840 $58,711 

Increases the WFC for filers no qualifying children as follows: 

Current Law/ 
Proposed Law 

Maximum 
Credit 

Phaseout 
Threshold 

Maximum 
Qualifying 

Income 
Unmarried Filers 

Current – TY 19 $139 $8,730 $15,667 
Proposed – TY 20 $199 $12,640 $19,280 

Married Filers 
Current – TY 19 $139 $14,570 $21,507 

Proposed – TY 20 $199 $18,480 $25,120 

Companion to SF 2501 (Rest, DFL-New Hope) in Spotlight 19-05. 

HF 2678 (Gomez, DFL, Minneapolis, 7152) 
Creates a fifth income tax bracket rate a rate of 14.0% for taxable 
income above $500,000 for married-joint filers, above $400,000 for 
head of household filers, and above $250,000 for all other filers. 

Since the SALT deduction repeal in effect raised the tax price 
of progressive state income taxes by almost 40% for taxpayers in 
the highest bracket, the effect is roughly the same as Minnesota 
raising its top rate from 9.85% to 23.1% under pre-TCJA federal 
law.  We hope this bill is meant only for campaign literature, 
because the proposal itself is fiscal malpractice. 

HF 2693 (Marquart, DFL, Dilworth, 6829) 
Waives, upon application, any penalties associated with individual 
income tax underpayments for tax years 2018 and 2019 if the total 
tax liability, after the application of any credits, is less than $1,000.  
Directs that taxpayers applying for the waiver attest that the 
underpayment of estimated tax is due to uncertainties in tax 
planning resulting from the enactment of the Tax Cuts and Jobs Act.  
Companion to SF 2199 (Rest, DFL-New Hope) in Spotlight 19-05. 

HF 2749 (Huot, DFL, Rosemount, 4306) 
Increases the phaseout threshold for the income tax credit for past 
military service from $30,000 of FAGI to $50,000. 

HF 2753 (Gomez, DFL, Minneapolis, 7152) 
Increases the first income bracket for all filing types by 4.4%.  
Reduces the threshold above which the top 9.85% rate applies as 
follows: from $273,150 to $250,000 for married-joint filers, from 
$218,520 to $200,000 for head of household filers and from 
$163,890 to $150,000 for single filers.  Resets the inflation 
adjustment mechanism so that tax year 2019 becomes the base year. 

HF 2756 (Sandell, DFL, Woodbury, 1147) 
Imposes a 3% tax on all net long-term capital gains and qualified 
dividend income, excepting gains resulting from the sale of class 2a 
(farmland) property, in excess of $500,000.  Stipulates that for 
nonresidents, the tax applies only to gains resulting from the sale of 
real property in Minnesota or tangible personal property with a situs 
in Minnesota on the date of sale, and to other qualifying income 
only if the relevant transaction or payment occurred while the 
taxpayer was domiciled in Minnesota.  Directs that if the net long-
term capital gain was taxed by another state and some part of the 
gain qualified for an exclusion, deduction or exemption from that 
tax, then the tax amount used to calculate Minnesota’s credit for 
taxes paid to another state must be reduced by 3% of that amount. 
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SF 2580 (Dziedzic, DFL, Minneapolis, 7809) 
Transforms the existing individual income tax credit for student 
loan payments into a refundable credit.  Companion to HF 0502 
(Becker-Finn, DFL-Roseville) in Spotlight 19-02. 

SF 2668 (Little, DFL, Lakeville, 5252) 
Increases the standard deduction for tax year 2019 as follows: 

Filer Type 
Tax Year 

2018 
Tax Year 

2019 
Married-Joint $13,000 $15,300 

Head of Household $9,550 $11,200 
Single/Married-Separate $6,500 $7,650 

Companion to HF 0886 (Huot, DFL-Rosemount) in Spotlight 19-
03. 

There are real administrative benefits of increasing the state 
standard deduction to around 60% of the new federal standard 
deduction to order to align itemizers for federal purposes with 
itemizers for state purposes.  It makes little sense to have individuals 
who will now benefit from the higher federal standard deduction 
hassle with all the record keeping and documentation requirements 
associated with itemizing for state purposes only when the result 
will be a small fraction of the former total benefit.  Nor is the cause 
of efficient tax administration served by more forms, complication, 
and greater state auditing responsibilities (since Revenue cannot 
piggyback on any IRS audits for these taxpayers’ itemized 
deductions) for a dramatically decreased number of filers. 

SF 2670 (Dziedzic, DFL, Minneapolis, 7809) 
Redefines “earned income”, for purposes of the individual income 
tax credit for student loan payments, as it is used in calculating the 
state’s marriage penalty credit instead of as it is used in calculating 
the federal EITC.  Stipulates that, for purposes of married-joint 
filers applying for the credit, each spouse’s portion of total adjusted 
gross income be set equal to his or her share of the couple’s earned 
income.  Companion to HF 0503 (T. Xiong, DFL-Maplewood) in 
Spotlight 19-02, where there is a comment. 

Mortgage and Deed Taxes 
HF 2601 (Schultz, DFL, Duluth, 2228) 
Dedicates any annual increase in mortgage registry tax collections 
and deed tax collections in fiscal years 2020 through 2030 to the 
state Housing Finance Agency for use in its workforce and 
affordable homeownership development program (“program”).  
Provides that the program may award loans in addition to grants.  
Expands eligibility for the program beyond nonprofits, 
cooperatives, and community land trusts to include cities and tribal 
governments. 

An utterly predictable bill based on the new tax principle of “If 
it’s OK for auto parts its good for (insert your favorite spending 
program here)”. 

Motor Vehicle Registration Taxes 
HF 2594 (Munson, NR, Lake Crystal, 4240) 
Authorizes a motor vehicle registration tax holiday for all new and 
used vehicles purchased and registered between 6/1/2019 and 

5/31/2020 and for all registration renewals due within that 
timeframe.  Transfers $1 billion from the budget reserve account to 
replace this funding and to replace the MNLARS system software. 

Motor Vehicle Rental Tax 
SF 2561 (Chamberlain, R, Lino Lakes, 1253) 
Repeals the extra tax on short-term (28 days or less) motor vehicle 
rentals.  Companion to HF 1991 (McDonald, R-Delano) in 
Spotlight 19-05, where there is a comment with more information. 

Property Tax (except Aids, Credits, & Refunds; & TIF) 
HF 2620 (Drazkowski, NR, Mazeppa, 2273); and SF 2647 
(Goggin, R, Red Wing, 5612) 
Provides that farmland owned by a public hospital, church, or 
private cemetery be exempt from property taxes, so long as the 
proceeds from any sales of agricultural products related to such 
lands be used to support the mission of the organization. 

HF 2646 (Xiong, T., DFL, Maplewood, 7807); and SF 2767 
(Howe, R, Rockville, 2084) 
Moves certain deadlines relating to determining homestead status 
for a property and to qualifying for the disabled veteran homestead 
exclusion to December 31. 

This proposal seems to be standardizing the deadlines for a 
couple of different provisions relating to homestead property status, 
which are currently either July 1, December 1, or December 15. 

HF 2648 (Gruenhagen, R, Glencoe, 4229) 
Provides that bed and breakfast properties on which the owner does 
not maintain a homestead may qualify for class 4c(9) treatment 
(with a 1.25% class rate) if the owner’s homestead is located within 
three miles of the property.  Extends class 4c(9) treatment to bed 
and breakfast properties which provide an areas with permanently 
installed appliances used for cooking and preparing meals in lieu of 
providing meals to persons renting rooms.  Restricts property 
owners from owning more than two properties classified class 
4c(9).  Companion to SF 2470 (Koran, R-North Branch) in 
Spotlight 19-05, where there is more information. 

SF 2547 (Pappas, DFL, St. Paul, 1802) 
Creates a new property class [4d(2)] with a rate of 0.75% on all 
value for owner-occupied residential homesteads that meet all the 
criteria for community land trust property.  Directs that properties 
receive this treatment in lieu of class 1a treatment if the community 
land trust owns the real property on which the unit is located and 
the unit owner is a member in good standing of the community land 
trust.  Requires assessors to value such properties based on the 
normal approach to value without regard to any restrictions that 
apply because the unit is a community land trust property. 

As a reminder, for payable 201, the class 1a rates are 1.00% 
on the first $500,000 of value and 1.25% thereafter. 

SF 2571 (Senjem, R, Rochester, 3903) 
Lowers the class 4d (low-income rental housing) class rate for the 
first tier of value (the first $121,000 for payable 2018) per unit from 
0.75% to 0.25%.  Companion to HF 2424 (Davids, R-Preston) in 
Spotlight 19-05, where there is a comment with more information. 
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SF 2624 (Latz, DFL, St. Louis Park, 7-8065) 
Eliminates the need for persons wishing to have a district court 
consider the validity of their objection to real or personal property 
taxes levied against their property to file petitions with the county 
attorney, county treasurer, and county assessor.  Further eliminates 
the need that county assessors forward copies of the petition to 
various affected local governments. 

SF 2633 (Chamberlain, R, Lino Lakes, 1253) 
Lowers the class rate for unclassified manufactured homes from 
1.25% to 0.75%.  Lowers the class rate for certain manufactured 
home parks from either 1.25% or 1.00%, as appropriate, to 0.75% 
(the lowest rate now available to select manufactured home parks).  
Repeals provisions creating class I manufactured home parks.  
Companion to HF 2199 (Hertaus, R-Greenfield) in Spotlight 19-05. 

SF 2669 (Dziedzic, DFL, Minneapolis, 7809) 
Increases the maximum homestead credit refund (i.e. the “circuit-
breaker” refund) from $2,770 to $3,340 and increases refund 
amounts at other income levels in such a way so that the 
proportional increase gets larger as household income falls.  
Companion to HF 2348 (Loeffler, DFL-Minneapolis) in Spotlight 
19-05, where there is a comment. 

Property Tax – Aids, Credits, & Refunds 
HF 2621 (Nornes, R, Fergus Falls, 4946); and SF 2599 
(Ingebrigtsen, R, Alexandria, 7-8063) 
Appropriates $2.8 million from the general fund to the Department 
of Revenue for a grant to Otter Tail County for debt service on a 
building located in Fergus Falls which was formerly leased by the 
state to provide residential treatment services. 

HF 2645 (Lee, DFL, Minneapolis, 4262) 
Reduces the share of tax over the income threshold (a.k.a. the 
“copay percentage) that a homestead property tax refund claimant 
with household income up to $30,269 must pay by 20%. 

This proposal would reduce the copay percentage from 15% to 
12% at the lowest income levels and from 30% to 24% for claimants 
with roughly $25,000 to $30,000 of household income. 

SF 2585 (Dziedzic, DFL, Minneapolis, 7809) 
Increases the maximum renters’ property tax refund from $2,150 to 
$2,200 and substantially increases the maximum refund at various 
household income ranges.  Modifies the refund schedule so that the 
household income level at which the refund phases out increases 
from $61,320 to $90,000.  Companion to HF 2349 (Loeffler, DFL-
Minneapolis) in Spotlight 19-05. 

Sales Tax 
HF 2612 (Loeffler, DFL, Minneapolis, 4219) 
Limits any future grants to local sales tax authority to financing of 
construction and rehabilitation of capital projects for which a clear 
regional benefit beyond the taxing jurisdiction can be demonstrated.  
Requires local governments wishing to impose a local sales tax to 
include a detailed description of no more than five capital projects 
that will be funded by the tax, documentation of the share of the 
economic benefit for each project that will accrue outside the 

jurisdiction, and the amount of sales tax that would be used for each 
project and the estimated time needed to raise that revenue.  
Requires that such a resolution be submitted to the legislature by 
January 31 in the year in which the jurisdiction is seeking authority 
for the tax.  Prohibits local governments from submitting the tax to 
voters for approval before legislative authority has been granted.   

The bill’s purpose statement expresses a sentiment we have for 
some time thought is lacking from the debates over local sales taxes 
– that their use “decreases the benefits to taxpayers of the 
deductibility of local property taxes and the state assistance 
provided through the property tax refund system and increases the 
fiscal inequities between similar communities.” 

It’s probably also worth noting that this bill has co-authors 
from all three legislative caucuses in the House. 

HF 2692 (Marquart, DFL, Dilworth, 6829) 
Expands the current sales tax exemption for nonprofit groups to 
include most nonprofit organizations, so long as the item purchased 
is used in the performance of its exempt function.  Stipulates that 
these provisions do not apply to nonprofit veterans groups, health 
care providers, and nursing homes and boarding homes, which 
already have more expansive exemptions in law.  Companion to SF 
0943 (Rest, DFL-New Hope) in Spotlight 19-03, where there is 
more information. 

SF 2638 (Koran, R, North Branch, 5419) 
Authorizes the city of Cambridge to impose a 0.5% sales and use 
tax, as approved by voters at the 2018 general election.  Dedicates 
these revenues to finance the costs of construction of library 
facilities and street improvements.  Authorizes bonding authority of 
up to $22 million, plus bonding costs, for the projects.  Directs that 
the tax expire when funds sufficient to pay the project costs have 
been collected or on 1/1/2044, whichever is earlier. 

Tobacco Taxes 
HF 2679 (Gomez, DFL, Minneapolis, 7152) 
Requires that, for purposes of taxation, “premium cigars” must be 
hand-rolled in addition to being hand-constructed.  Increases the tax 
rate on premium cigars from $0.50 to $3.50 per cigar. 

HF 2680 (Gomez, DFL, Minneapolis, 7152) 
Increases the cigarette tax rate by 22¢ per pack; from $3.04 to $3.26.  
Reinstates the inflator on the tax rate, which was eliminated in the 
2017 omnibus tax bill. 

As a reminder, the inflator on the cigarette excise tax increased 
that rate in proportion to increases in the cigarette sales tax rate; 
which itself is determined by changes in the weighted average price 
of cigarettes in Minnesota. 

Waste Taxes 
SF 2556 (Chamberlain, R, Lino Lakes, 1253) 
Authorizes waste management service providers, waste haulers, or 
local government to retain the lesser of 0.25% of the waste 
management taxes they collect in any reporting period, up to $250, 
as compensation for the costs of collecting and administering the 
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tax.  Prohibits the vendor allowance from reducing the tax the 
vendor owes to the state in the reporting period to less than zero. 

EDUCATION – FINANCE 
HF 2673 (Youakim, DFL, Hopkins, 9889); and SF 2714 
(Wiger, DFL, Maplewood, 6820) 
Modifies the local optional revenue of the general education 
program to make it a two-tier system.  Set the revenue for the first 
tier at $300 per pupil and the revenue for the second tier at $460 per 
pupil (the current amount is $424 per pupil).  Equalizes the first tier 
at $510,000 of referendum market value per pupil (the current 
equalization factor) and the second tier at $880,000 of referendum 
market value per pupil.  Links increases in local optional revenue to 
growth in the general education basic formula allowance. 

ELECTIONS 
SF 2525 (Pappas, DFL, St. Paul, 1802) 
Proposes to amend the Minnesota Constitution to give local 
jurisdictions the authority to lower the voting age from 18 to 16 for 
offices and ballot questions relevant to that jurisdiction.  Includes 
contingent language implementing the proposal in statute in the 
event the proposal is approved by voters.  Companion to HF 2423 
(Dehn, DFL-Minneapolis) in Spotlight 19-05. 

HEALTH CARE 
SF 2616 (Abeler, R, Anoka, 3733) 
Imposes a 2% fee on the paid claims processed by health plan 
companies and third-party administrators of self-insurance plans for 
Minnesota residents.  Directs that the fee not apply to claims-related 
expenses; payments related to coverage issued as a supplement to 
liability insurance; claims paid under a federal employee health 
benefit program, various Medicare programs, Tricare, or by the U.S. 
Veterans Administration; flexible spending arrangement 
reimbursements; and health care services costs paid directly by an 
individual (e.g. cost-sharing, co-payments, etc.).  Provides that 
revenues from the fee be deposited in the state’s health care access 
fund.  Restricts use of the revenues to finance MinnesotaCare, 
Medical Assistance, costs related to the implementation of the 
assessment, and existing ongoing appropriations. 

This proposal to replace the provider tax has been suggested 
by the influential Minnesota Medical Association.  We analyzed the 
proposal through a variety of tax principles in our Issue Brief on 
Minnesota’s provider tax, which can be found on our website. 

LEGISLATURE 
HF 2578 (Munson, NR, Lake Crystal, 4240) 
Proposes to amend the state constitution to limit legislators to 12 
years of service in the state legislature; and constitutional officers 
to two terms in any single office.  Directs that the amendment be 
submitted to voters at the 2018 general election.  Provides that the 
amendment become effective at the 2020 general election, and that 
the provisions apply prospectively to terms beginning in 2021 and 
thereafter.  Similar to SF 0127 (Draheim, R-Madison Lake) in 
Spotlight 19-01, where we commented on this topic. 

SF 2575 (Franzen, DFL, Edina, 6238) 
Creates a commission of five retired judges who have never served 
in a party-designated or -endorsed position and 12 members of the 
public to redraw legislative and congressional boundaries during 
redistricting.  Provides for a process for choosing the public 
members.  Directs that one judge each be appointed by the leaders 
of the four legislative caucuses; with those four appointees choosing 
the fifth member of the commission by majority vote.  Provides that 
the commission submit up to three redistricting plans to the 
legislature to be voted on with only amendments of a purely 
corrective nature.  Companion to HF 1605 (Klevorn, DFL-
Plymouth) in Spotlight 19-04, where there is more information. 

MINIMUM WAGE 
HF 2614 (McDonald, R, Delano, 4336); and SF 2659 (Jensen, 
R, Chaska, 4837) 
Creates a minimum wage for tipped employees, defined as persons 
who customarily and regularly earn at least $30 in gratuities per 
month.  Sets the large employer minimum wage for these workers 
at $9.86 per hour if the wage plus gratuities received during the 
workweek equals $15 per hour and sets it otherwise at the maximum 
of the federal minimum wage or $15 per hour.  Sets the small 
employer minimum wage for these workers at $8.04 per hour if the 
wage plus gratuities received during the workweek equals $12 per 
hour and sets it otherwise at the maximum of the federal minimum 
wage or $12 per hour.  Provides that the $15 and $12 standards be 
increased annually by implicit price deflator for personal 
consumption expenditures, with a maximum increase of 2% and a 
minimum increase of 0%.   

STATE AND LOCAL GOVERNMENT 
HF 2599 (Albright, R, Prior Lake, 5185); and SF 2643 (Pratt, 
R, Prior Lake, 4123) 
Replaces the current 17-member Metropolitan Council governing 
board with a 28-member board made of up 24 local elected officials, 
the commissioner of transportation, and three persons appointed by 
the commissioner of transportation to represent nonmotorized 
transportation, freight transportation, and public transit.  Makes a 
variety of other modifications necessitated by this change. 

HF 2650 (Marquart, DFL, Dilworth, 6829) 
This appears to be the annual public finance bill.  A summary of the 
proposal is beyond the scope of Legislative Spotlight but we will 
provide legislative or Revenue staff information when it becomes 
available. 

TAX ADMINISTRATION/GENERAL POLICY 
HF 2670 (Lee, DFL, Minneapolis, 4262) 
Creates a grant program in the Department of Revenue to award 
grants to nonprofit organizations to provide financial capability 
services integrated with the delivery of taxpayer assistance services.  
Provides rules governing qualified applications, conflicts of 
interest, DOR technical assistance, and reporting.  Appropriates 
$400,000 in FY 2020 and again in FY 2021.  Companion to SF 1925 
(Dziedzic, DFL-Minneapolis) in Spotlight 19-04. 
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SF 2671 (Dziedzic, DFL, Minneapolis, 7809) 
Establishes an automated system to be administered by the 
Department of Revenue for generating certificates of rent paid.  
Requires DOR to annually prepare and publish a report on rents in 
Minnesota using data from the system.  Appropriates an 
undetermined amount of money for this purpose.  Companion to HF 
2286 (Loeffler, DFL-Minneapolis) in Spotlight 19-05. 
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