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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 the House’s tax omnibus bill being unveiled this weekend, 
the session endgame (for taxes, at least) begins.  The Senate bill will 
likely come out just after Easter, with the conference committee 
likely to begin meeting sometime around May 1. 
 This edition of Legislative Spotlight summarizes the last few 
bills that will be in play this session for the omnibus bills.  We expect 
to issue two more editions before the end of May: one that provides 
a high-level comparison of the two chambers’ tax proposals, and 
another that will provide an overview of the final omnibus will.  We 
hope. 
 We will keep you updated on developments as they occur 
through our e-briefs, delivered via e-mail, and with the members-
only blog on our website.  If you are not receiving these e-mails 
from us and would like to, or need access to the members only 
portion of our website, contact Aaron in our office at 
atwait@fiscalexcellence.org or by phone at 651-224-7477.  Thanks 
as always for your support. 

FROM THE COMMITTEE ROOMS 

House Tax Committee Deliberates Proposals to 
Impose Additional Tax on Capital Gains & 
Dividend Income; Expand Fourth Income Tax 
Bracket 

The House Tax Committee dedicated the first hour of its April 
2nd meeting to a proposal that would impose a 3% tax on net long-
term capital gains eligible for a preferential federal rate and on 
qualified dividends (which are also eligible for a preferential rate).  
According to the Department of Revenue’s Revenue Estimate, the 
proposal, sponsored by Rep. Steve Sandell (DFL-Woodbury) would 
affect roughly 2,700 returns in tax year 2019 and would raise some 
$380 million in the FY 20-21 biennium and $320 million in FY 22-
23.  Rep. Sandell acknowledged this was not a budget caulking 
exercise but rather an attempt to bring greater fairness to the tax 
system and secure resources for needed state general fund areas. 

Testifiers in opposition expressed concern about the lock in 
effect of capital gains treatment, potential distortions to commercial 
real estate markets, and above all the exacerbation of state 
competitiveness issues at a time when federal tax reform has made 
state taxes more economically important and most states are 
pursuing tax policy in the other direction.  The proposal, testifiers 
noted, would increase Minnesota’s tax rate on capital gains for these 
taxpayers 12.85% – behind the 13.3% rate California imposes on 
residents with at least $1 million of income.  No testifiers spoke in 
favor of the proposal. 

The committee discussion was spirited and in general the 
debate fell along a couple of fault lines.  Proponents of the proposal 
spoke to a desire to make the state’s tax system “fairer” (on an 
ability-to-pay basis) while addressing income and wealth 
disparities, noting that according to the Federal Reserve, worker 
wages have not increased faster than income for the last 40 years.  
Supporters also asserted that most of the income which would fall 
under this tax would be passive investment income or inherited 
wealth; much of which is not taxed under the current state and 
federal codes due to step-up provisions.  DFLers spoke to the many 
spending areas to which these revenues could be allocated.  
Opponents largely echoed the concerns raised by testifiers, 
objecting on the grounds that the proposal would make it more 
difficult to attract investment dollars – especially along Minnesota’s 
western border with the Dakotas.  Opponents also expressed unease 
with imposing the tax on a subset of the population that is likely 
much more mobile than average. 

The exclusion of farmland from this bill prompted a question 
regarding the justification for its special treatment.  The author 
responded by asserting that investments in land aren’t as mobile as 
investments in other assets (which we note is a much better policy 
argument for its taxation).  This seems to be another example of the 
Little House on the Prairie syndrome – where state policymakers 
have a romanticized view of farming based on a mid-19th century 
reality.  Make no mistake – farms are big business. 

The committee also considered HF 2753, sponsored by Rep. 
Aisha Gomez (DFL-Minneapolis), which would bring the 
thresholds for the fourth income tax bracket back to their 2013 
levels while increasing the thresholds for the second bracket by 
4.4%.  According to the Revenue Estimate, the proposal spends 
very little money ($500,000 in FY 20-21 and $2.2 million in FY 22-
23); instead redistributing tax burden by raising income tax on about 
114,400 returns by an average of $288 while decreasing the tax 
burden on about 1.3 million returns by an average of $25.  
Proponents again touted the need to address income and wealth 
inequality while making Minnesota’s tax system more progressive.  
Opponents noted that the set of filers who would see higher taxes 
are already being affected by the cap on state and local tax 
deductions, and that the existing income tax differentials between 
Minnesota and other states already make it difficult to place high-
paying jobs in the state.  Opponents also referenced MCFE’s 
individual income tax study, noting our findings that Minnesota 
already has a very progressive income tax system. 

What was striking to us is that the concept of tax fairness is 
fluid and its goalposts are always being moved.  DFL supporters 
argue that the proposal would make Minnesota’s state and local tax 
system fairer.  Yet the most recent edition of the state’s Tax 
Incidence Study – released only last month – shows that 
collectively, taxes on individuals in Minnesota are already 
progressive, with a Suits Index of +0.020.  In other words, the 
state’s highly progressive income and estate taxes (and income 
tested refund programs) already offset the regressivity of every 
other tax directly imposed on residents of the state including the 
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most regressive forms of taxation like the gas tax, the provider tax, 
and various vice taxes.  That’s a remarkable progressive 
accomplishment especially without forgoing massive amounts of 
revenue (like general sales taxes) that other state tax systems avoid 
in striving for progressivity.  It’s business taxes that are the source 
of regressivity in the Minnesota tax system which makes DFL 
interests to pursue higher business taxes all the more dissonant.  
When the provider tax comes before the House Tax Committee, 
expect the definition of “tax fairness” to morph again to include the 
“benefit incidence” of the tax in providing health care for low-
income Minnesotans. 

In short, we once again have a tax adequacy argument being 
portrayed as a fairness problem.  It’s politically shrewd but it 
grossly distorts public perception on Minnesota's tax system and 
does a grave disservice and an injustice to Minnesota's significant 
and successful efforts to address ability to pay concerns and build 
progressivity into its tax system.  

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 2141 / SF 1758 (Changes Special Homestead 
Determination Rules) 

https://www.revenue.state.mn.us/research_stats/revenue_analyses/
2019_2020/sf1758(hf2141)_pt_1.pdf (Revenue Estimate) 

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 

SF 2759 (Chamberlain, R, Lino Lakes, 1253) 
This appears to be the annual public finance bill.  It is the 
companion to HF 2650 (Marquart, DFL, Dilworth, 6829) in 
Spotlight 19-06.  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. 

Combinations of Taxes (Corporate and Individual 
Income) 
HF 2819 (Howard, DFL, Richfield, 7158) 
Imposes an individual income and corporate franchise tax (dubbed 
an “excess price tax”) with an undetermined rate on the difference 
between a drug’s average manufacturer price and the drug’s 
inflation-adjusted average manufacturer price.  Directs that the 
inflation measure be the medical care Consumer Price Index for All 
Urban Consumers, with a base year of 2014. 

Combinations of Taxes (Individual Income and 
MinnesotaCare) 
SF 2766 (Klein, DFL, Mendota Heights, 4370) 
Creates a refundable individual income tax credit to be calculated 
in the same manner as the federal insurance premium tax credit, 
with certain differences.  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.  Provides nexus for the health care provider taxes from the 
day following final enactment through the sunset date of 
12/31/2019 for out-of-state sellers that essentially mimics the sales 
tax nexus requirements established for out-of-state sellers.   

The proposal is essentially the same as HF 2380 (Schultz, DFL-
Duluth) in Spotlight 19-05 and SF 2731 (Marty, DFL-Roseville) in 
Spotlight 19-06, where there is more information, except that this 
proposal does not continue the provider tax past 12/31/2019. 

Property Tax (except Aids, Credits, & Refunds; & TIF) 
HF 2798 (Lislegard, DFL, Aurora, 0170) 
Clarifies that the changes in the 2017 tax bill that allow large parcels 
subject to a conservation easement to qualify as forest land apply to 
certification made in 2018 as well as to applications made in 2018. 

SF 2777 (Cwodzinski, DFL, Eden Prairie, 1314) 
Requires that property tax statements must separately list property 
taxes attributable to each special taxing districts, instead of allowing 
for their combination as is currently the case. 

Property Tax – Aids, Credits, & Refunds 
HF 2770 (Daudt, R, Crown, 5364) 
Increases the local government aid appropriation for cities 
discontinuing operation of a municipal liquor store in the year 
following the store’s closure only equal to the average net gain 
generated by the store, with a minimum payment of $50,000.  
Directs that a $50,000 payment be made in instances where the store 
did not average a net gain over the preceding three-year period.  
Requires cities that established a municipal liquor store prior to 
1/1/2019 to obtain voter approval for continuing the operation at the 
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2020 general election.  Prohibits cities from establishing new 
municipal liquor stores. 

HF 2812 (Gomez, DFL, Minneapolis, 7152) 
Creates a low-income housing aid program for counties and 
establishes a $25 million annual standing appropriation for the 
program.  Provides that counties qualify for aid if they contain 
census tracts that 1) had a median household income that was less 
than the county as a whole (or in the seven-county metro, for the 
metro as a whole) seven years prior; 2) have had growth in median 
gross rent and in the share of college-educated residents since then 
which exceeds the growth for the same comparative area; and 3) 
had positive growth in median gross rents over that seven-year 
period.  Distributes the aid on a per capita basis relative to the total 
population in qualifying census tracts.  Requires the aid to be used 
to develop or redevelop housing in qualifying census tracts that 
would qualify as Section 8 housing. 

Sales Tax 
SF 2785 (Chamberlain, R, Lino Lakes, 1253) 
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 
submit detailed description to the legislature 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.  Prohibits local governments from submitting the tax to 
voters for approval before legislative authority has been granted.  
Companion to HF 2612 (Loeffler, DFL-Minneapolis) in Spotlight 
19-06, where there is more information and a comment. 

Waste Taxes 
HF 2763 (Hansen, DFL, South St. Paul, 6828) 
Increases the solid waste management tax rates as follows: 

Type of 
Waste 

Current 
Rate 

Proposed 
Rate 

Residential 
9.75% of 

sales price 
11.0% 

Commercial/self-haulers 
17.0% of 

sales price 
19.0% 

Non-mixed municipal 
solid waste 

60¢ per 
Noncompacted 

cubic yard 
67.5¢ 

Construction debris $2 per ton $2.25 

Dedicates the increased revenues to the Board of Soil and Water 
Resources to provide competitive grants to soil and water 
conservation districts (SWCD), which must be matched by their 
respective counties. 

HF 2800 (Davids, R, Preston, 9278) 
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 
tax.  Prohibits the vendor allowance from reducing the tax the 
vendor owes to the state in the reporting period to less than zero.  
Companion to SF 2556 (Chamberlain, R-Lino Lakes) in Spotlight 
19-06. 

HEALTH CARE 
HF 2789 (Morrison, DFL, Deephaven, 4315) 
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 certain 
transactions.  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.  Companion to SF 2616 (Abeler, R-Anoka) in 
Spotlight 19-06, where there is more information and a comment. 

STATE AND LOCAL GOVERNMENT 
HF 2790 (Garofalo, R, Farmington, 1069); and SF 2768 
(Chamberlain, R, Lino Lakes, 1253) 
Requires the Department of Revenue to annually prepare a report 
on the effects of state tax policy on the migration of residents 
between Minnesota and other states.  Provides certain items of 
information that the report must include.  Stipulates that the report 
should, to the extent possible, provide information by certain 
adjusted gross income ranges that correspond to the income ranges 
used by the Internal Revenue Service’s reporting of income tax 
return data.  Requires that the report include recommendations 
about how the state’s tax system could be changed to reduce out-
migration and increase in-migration. 

 The influence tax policy has on residence decisions and state-
to-state migration patterns has been a topic of intense debate for a 
number of years.  Since the most recent state economic forecast 
offered a couple of factoids on state migration, it appears that data 
is readily accessible and could be summarized with modest effort 
into a new and useful state report.  But it would leave open the 
question of why people are leaving including the specific 
contributions of state tax policy.  Perhaps more importantly, it 
could not possibly address the other side of the coin: to what extent 
do Minnesota’s policies – tax and otherwise – prevent people and 
businesses from considering locating here in the first place? 

 We like the idea of an official Minnesota in-migration/out-
migration report but would suggest a proper home for this lies in 
the State Demographers Office rather than Revenue. 

TAX ADMINISTRATION/GENERAL POLICY 
HF 2811 (Gomez, DFL, Minneapolis, 7152) 
Creates a 12-member Tax Expenditure Advisory Commission made 
up of the chairs of the legislature’s tax committees, one additional 
member from each of the major legislative caucuses in each 
chamber, and six public members appointed by the governor.  
Provides for the employment of an executive director and staff for 
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the commission.  Creates a schedule so that each chapter of law 
containing tax expenditures is assigned to one of five two-year 
periods.  Directs that all tax expenditures be subject to sunset review 
and expiration every 10 years according to this schedule.  Directs 
that all tax expenditures newly-created or renewed after 7/1/2019 
must include a purpose statement with a standard or goal for 
measuring the expenditure’s effectiveness and a maximum life of 
12 years, with a minimum life set by the review schedule (so that 
all tax expenditures in the same chapter expire at the same time).  
Requires that the commission report findings and recommendations 
to the legislature’s tax committees. 

 In 2011 the Department of Revenue put out a very thoughtful 
report on integrating tax expenditure reviews into the budget 
process.  Like most other reports of this ilk, it is gathering dust on 
the shelves.  We agree with the need to subject tax expenditures to 
regular review, but given the effects that assuming entire chapters 
of tax expenditures would expire in the middle of an upcoming 
biennium would have on the economic forecast, this approach 
would seem to wreak havoc on the state’s budgeting process. 

TRANSPORTATION 
SF 2758 (Newman, R, Hutchinson, 4131), by request 
These are Governor Walz’s transportation finance initiatives.  
Increases the gas tax as by 5¢ per gallon on 10/1/2019, 4/1/2020, 
10/1/2020, and 4/1/2021, increasing the total rate from 28.5¢ to 
48.5¢ per gallon.  Increases the rates on E85, M85, liquified 
petroleum gas or propane, liquified natural gas, and compressed 
natural gas by proportionate amounts over the same period.  Directs 
that all these fuel tax rates be indexed for inflation using the CPI 
annually each April 1.  Prohibits the rates from falling below their 
4/1/2021 levels.  Increases the motor vehicle registration tax on 
passenger cares, pickup trucks, and vans from $10 plus 1.25% of 
base value to $45 plus 1.5% of base value.  Modifies the base value 
calculation to slow the depreciation of the vehicle between the 
second and ninth years of the vehicle’s life.  Eliminates the 
dedication of sales tax revenues on auto parts and rental cars for 
transportation purposes.  Increases the motor vehicle sales tax rate 
from 6.5% to 6.875%.   
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