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The House and Senate have now passed omnibus tax bills, necessitating a conference committee.  The floor votes reflect the stark 
divisions between the caucuses on these proposals: the House passed its bill on a 74-55 votes, with no GOP support and a two DFL 
defectors; the Senate passed its bill on a 38-29 vote, with four DFLers voting with the GOP majority.  The conference committees have 
been split 4-1 in each body – House conferees are (DFL) Marquart, Gomez, Lislegard. Loeffler, Lislegard, and (GOP) Davids; Senate 
conferees are (GOP) Chamberlain, Dahms, Howe, Senjem, and (DFL) Rest.  With less than three weeks to go and some very thorny issues 
to sort out, time will be of the essence. 

 

Now onto the bills themselves.  The good news is that these two omnibus bills share some important concepts with the governor.  All 
three move to federal conformity on section 179 expensing, adopt the changes designed to simplify small business accounting methods, 
adopt various provisions relating to federal conformity, convert the starting point for Minnesota’s individual income tax calculations from 
federal taxable income to federal adjusted gross income, and create dependent/personal exemptions to adjust taxable income for family 
size.  And the House and Senate both seem interested in handing our considerable authority for local sales and lodging taxes.  But there 
are noticeable differences.  With respect to international income, the Senate not touching either the carrot (FDII), the stick (GILTI), or 
deemed repatriation while the House and the Governor both claim deemed repatriation but differ on their approach to GILTI.  In the 
individual income tax area, the House is proposing a 3% tax on high-income capital gains while Senate Republicans are proposing to lower 
the second tier rate.  The House and the Governor both want to raise additional money from the statewide general tax, reinstate indexing 
on the cigarette and tobacco taxes, and provide millions in new money for LGA and CPA – a far cry from the Senate’s proposal to reduce 
the statewide general levy, while not addressing the other two items.   

 

Given the complexity of this year’s tax bills, we are not issuing our usual side-by-side comparison of the two bills.  We will provide 
links to the detailed analyses that the legislative staff put together when they become available.  Instead, we have prepared a simplified look 
at the major similarities and differences between the House, Senate, and Governor’s positions.  It is designed to be an “at a glance” 
summary that will help you understand where things stand as the negotiators begin their work.  We have quoted at times from legislative 
and DOR staff materials; but MCFE is responsible for all errors of interpretation in this summary.  Please contact us with any 
clarifications or corrections. 

 

Our next edition of Legislative Spotlight will come out after legislators have adopted the final tax bill.  Our members-only blog will 
provide updates on the progress of the tax conference committee and additional information such as links to the text of the House and 
Senate bills, the official non-partisan side-by-side (for those of you who need even-greater detail), and fiscal comparisons of the two 
proposals.  Please contact our office if you need help registering on the website. 
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Response to Federal Tax Changes: Provisions Supported by Governor, House, and Senate 
Non-Business Individual Income Tax Provisions: TCJA Response 

Repeal deduction for alimony payments and corresponding inclusion of received alimony 
Modify limit on wagering losses 
Disallow charitable deduction of college athletic seating rights 
Disallow exclusion for qualified moving expense reimbursement  
Suspend exclusion for certain employer-provided bicycle commuter fringe benefits 
Repeal special rule permitting recharacterization of IRA contributions 

Individual Income Tax Provisions Relating to Passthroughs: TCJA Response 
Disallow certain active passthrough losses, $500,000 married-joint filers2 
Tax gain on sales of partnership on a look-through basis 
Expand definition of built-in loss for purposes of partnership loss transfers 
Charitable contributions and foreign taxes accounted for in determining limit on partner's share of loss 
Repeal rollover of publicly traded securities gain 
Limit net interest deduction to 30% of income 
Modify the net operating loss deduction 
Repeal deferred gain on like-kind exchanges 
Reduce recovery period for real property 
Repeal deduction for local lobbying expenses 
Limit deduction for employer-provided meals 
Limit deduction for employer-provided transportation benefits 
Revised treatment of contributions to capital 
Modify treatment of interest for producers of beer, wine, and distilled spirits 
Modify limit on excessive compensation 
Repeal exclusion of interest on advance refunding bonds 

Corporate Franchise Tax Provisions: TCJA Response 
Repeal rollover of publicly traded securities gain 
Limit net interest deduction to 30% of income 
Repeal deferred gain on like-kind exchanges, except real property 
Reduce recovery period for certain real property 
Repeal deduction for local lobbying expenses 
Limit deduction for employer-provided meals/entertainment expenses 
Limit deduction for employer-provided transportation benefits 
Limit deduction for FDIC premiums 
Revised treatment of contributions to capital 
Modify treatment of interest for producers of beer, wine, and distilled spirits 
Modify limit on excessive compensation 
Repeal exclusion of interest on advance refunding bonds 

Responses to Other Federal Tax Laws 
Bipartisan Budget Act of 2018 (Individual and Corporate) - Some Items 
Disaster Tax Relief and Airport and Airway Extension Act of 2017 – All Items 

Notes 
1 House disallows the exclusion permanently; the Senate and the Governor disallow for the life of the TCJA; no difference 
in FY 20-21 and FY 22-23 effects 
2 House disallows the losses permanently; the Senate and the Governor disallow for the life of the TCJA; no difference in 
FY 20-21 and FY 22-23 effects 
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Response to TCJA: Determination of Taxable Income 
Item Governor House Senate 

Starting Point Adjusted gross income Adjusted gross income Adjusted gross income 

Exemptions* 
$4,250 per filer and 
dependent 

$4,250 per dependent 
only 

$4,250 per filer and 
dependent 

Standard 
Deduction** 

Married-Joint: $13,000 
Single: $6,650 
Head of House: $9,750 

Married-Joint: $24,400 
Single: $12,000 
Head of House: $18,350 

Married-Joint: $13,300 (est.) 
Single: $6,650 
Head of House: $9,750 

Itemized 
Deductions 

 Prop taxes (no limit) 
 Charitable contributions (syncs 

with temporary higher 60% 
AGI ceiling under TCJA) 

 Mortgage interest (conforms to 
TCJA) 

 Medical expenses > 10% of 
AGI 

 Pre-TCJA treatment of losses, 
including personal casualty 
losses 

 Miscellaneous deductions that 
were previously subject to the 
2% AGI floor, in excess of 2% 
of AGI. 

 Prop taxes to $10,000 
 Charitable contributions 

(permanently conforms to 
TCJA 60% AGI limit) 

 Mortgage interest (conforms to 
TCJA) 

 Medical expenses > 10% of 
AGI 

 Unreimbursed employee 
expenses > 2% AGI *** 

 Personal casualty/theft losses > 
10% AGI *** 

 Misc deductions not subject to 
2% floor (conforms to TCJA) 

Explicitly links state law to 
current federal tax code and then 
disregards most TCJA-related 
changes, with the following 
major exceptions: 
 Prop tax deduction limit at 

$15,000 
 Miscellaneous deductions 

allowed in excess of 5% of 
AGI instead of 2% 

Pease Limits? Yes Yes Yes 
Indexing CPI Chained CPI Chained CPI 

* $4,250 continues pre-TCJA policy 
**Senate and Governor are essentially continuing pre-TCJA policy 
*** Continues pre-TCJA policy 

 

Response to TCJA: Selected Business Income Provisions 
Item Governor House Senate 

Section 179 
Expensing 

Conform to higher amounts; 
eliminate 80% addback 
beginning TY 19 

Conform to higher amounts; 
eliminate 80% addback 
beginning TY 18 

Conform to higher amounts; 
eliminate 80% addback 
beginning TY 19 

Bonus 
Depreciation 

Conforms to the temporary 
TCJA rules providing for 
expanded bonus depreciation. 

Conforms to the temporary 
TCJA rules providing for 
expanded bonus depreciation. 

Conforms to the temporary 
TCJA rules providing for 
expanded bonus depreciation. 

FDII 
Allows the offset (reduces 
revenues) 

Does not allow the offset Does not allow the offset 

GILTI 

Subjects to tax by treating it as a 
deemed dividend 

Requires entities generating 
GILTI to be included in the 
corporate unitary group 
(subjecting their income to 
apportionment and taxation) 
with worldwide combined basis 
election option 

Does not tax 

Deemed 
Repatriation 

Subjects to corporate tax Subjects to corporate tax Does not tax 
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Individual Income and Estate Taxes 
Item Governor House Senate 

Working 
Family 
Credit 

Adds tier for taxpayers with 3+ 
children; increases credit by 
$200 for married-joint filers 

Adds tier for taxpayers with 3+ 
children; expands credit by 
changing maximum incomes, 
credit amounts, and phase-
in/phase-out provisions 

None 

Social 
Security 

Subtraction 

Increases subtraction to 
 Married-Joint: $6,000 
 Single: $4,500 
 Head/House: $4,500 
Reduces phaseout thresholds 
by 5-6% 

Increases subtraction to 
 Married-Joint: $6,000 
 Single: $4,500 
 Head/House: $4,500 
Reduces phaseout thresholds 
by 5-6% 

Increases subtraction to 
 Married-Joint: $6,150 
 Single: $4,800 
 Head/House: $4,800 

Angel Tax 
Credit 

Revives for TY 19 and TY 20; 
$20 million allocation 

Revives for TY 19 and TY 20 
$20 million allocation 

Revives for TY 19; $5 million 
allocation 

Med. Cannabis 
Subtraction 

None Enacts Enacts 

Estate Tax 
Exemption 

Freezes at $2.7 million Freezes at $2.7 million None 

Other Major 
Provisions 

None 

 3% tax on capital gains above 
$500,000 

 Modify break point between 
second and third tiers 

 Reduce second bracket rate 
from 7.05% to 6.80% (TY 19) 
and 6.67% (TY 22) 

 K-12 scholarship donations 
equity and opportunity credit 

 K-12 education credit 
threshold expanded; eligibility 
expanded to pre-K expenses 

 Authorizes business entities to 
file as C corps 

 

Corporate Franchise Taxes 
Item Governor House Senate 

Net Operating 
Loss 

Limits the amount of net 
operating losses available for 
use in the tax year to 80% of 
taxable net income 

Limits the amount of net 
operating losses available for 
use in the tax year to 80% of 
taxable net income 

None 

Mutual Fund 
Apportionment 

Requires non-corporate 
mutual fund managers to 
apportion sales based on the 
location of the fund’s 
shareholders (same as 
corporate managers) 

Requires non-corporate 
mutual fund managers to 
apportion sales based on the 
location of the fund’s 
shareholders (same as 
corporate managers) 

None 

Dividend 
Received 
Deduction 

Disallows for dividends 
received on debt-financed 
stock 

Disallows for dividends 
received on debt-financed 
stock 

None 

Captive 
Insurance 

Companies 
None 

Allows out-of-state insurers 
that do not write coverage on 
Minnesota risk to qualify as 
“exempt” from the corporate 
franchise tax 

Allows out-of-state insurers 
that do not write coverage on 
Minnesota risk to qualify as 
“exempt” from the corporate 
franchise tax 
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Other Major 
Provisions 

 Repeal corporate AMT 
 Establish economic substance 

doctrine 
 Exclude derivatives from the 

apportionment factors 

None 

 K-12 scholarship donations 
equity and opportunity credit 

 

Sales and Use Taxes 
Item Governor House Senate 

Data Center 
Software 

Narrows definition of 
qualifying software; shortens 
exemption period 

Narrows definition of 
qualifying software; shortens 
exemption period 

None 

Marketplace 
Providers 

Modifies current law in light of 
Wayfair ruling 

Modifies current law in light of 
Wayfair ruling; modifies the 
small seller exception 

None 

Purchases by 
Local Govt’s 

Blanket exemption of 
construction supplies and 
materials by a variety of local 
government and nonprofits. 

 Minnetonka public safety 
facility 

 Inver Grove Heights fire 
station 

 Minneota school 
 Monticello fire station 
 Melrose fire recovery 
 Mazeppa fire recovery 
 Elko New Market water 

facility 
 Mendota Heights fire station 
 St. Louis Park interpretive 

center 
 Dakota County Law 

Enforcement Center 

 Minnetonka public safety 
facility 

 Inver Grove Heights fire 
station 

 Minneota school 
 Monticello fire station 
 Melrose fire recovery 
 Mazeppa fire recovery 

Other 
Exemptions 

None 

 Sales by county ag societies 
at county fairs 

 Purchases of herbicides for 
aquatic invasive species 

 Admissions to nonprofit ag 
heritage organizations 

 Purchases by Thaler Ice 
Arena 

 Purchases relating to redevel-
opment of former Duluth 
Central High School site 

 Purchases of lawful gambling 
prizes 

 Purchases of construction 
materials by nonprofit 
snowmobile clubs 

 Sales/purchases by Lake of the 
Woods Ice Arena 

 Sales/purchases of certain 
prepared food to nonprofits 

 Sales to conservation clubs 

 Sales by county ag societies 
at county fairs 

 Purchases of herbicides for 
aquatic invasive species 

 Admissions to nonprofit ag 
heritage organizations 

 Purchases by Thaler Ice 
Arena 

 Purchases of collegiate ticket 
purchasing rights 
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 Purchases of tangible personal 
property for film production 

 Purchases of firefighting and 
ambulance equipment 

 Repeal of sunset on exemption 
for MHSHL admissions 

Other 
Provisions 

None None 

 Provides a vendor allowance 
for collection costs equal to the 
greater of $5 or 0.5% of tax 
collected 

 Exempts construction 
materials vendors from the 
June accelerated payment 
requirements 

 

Property Taxes (Including Statewide Property Tax) 
Item Governor House Senate 

Statewide 
Property 

Tax 

Reinstate indexing of levy 
amount 

 Convert tax from levy-based to 
rate-based system; freeze rate 
at 2019 amount 

 Reduce levy by $48.5 million. 
 Abate tax on certain natural 

gas pipelines 
City/Town 
Historical 
Society 

None Allows city/town funding Allows city/town funding 

Exemptions None 

 Enhances ag historical 
society exemption 

 Creates exemption for tribal-
owned pharmacy in 
Minneapolis 

 Creates exemption for 
charitable farmland 

 Enhances ag historical 
society exemption 

 Creates exemption for tribal-
owned pharmacy in 
Minneapolis 

 Creates exemption for non-
profit licensed child care 

Manufactured 
Homes 

None 
Ground lease payments 
included in refund calculations 

Ground lease payments 
included in refund calculations 

Fractional 
Homesteads 

None 
Directs that default calculation 
is to ownership shares in 
county land records 

Directs that default calculation 
is to ownership shares in 
county land records 

Disabled 
Veteran 

Homestead 
None 

Eliminates 8-year limit on 
surviving spouse carryforward; 
moves application deadline; 
allows portability of benefit for 
spouses of deceased veterans 

Eliminates 8-year limit on 
carryforward for surviving 
spouses; moves application 
deadline 

State- 
Assessed 
Property 

None Requires report  

 Moves date for certifying 
state-assessed property values 
from 8/1/ to 6/15 

 Requires DOR to notify 
affected local govts 
electronically regarding state-
assessed value appeals 

Other 
Provisions 

 Allows individual taxpayer 
identification number on a 
homestead application in lieu 
of a Social Security number 

 Allows DOR to collect 
property tax data at parcel 
level or higher using its own 
methods 

 Authorizes ag homestead 
treatment for certain business 
entity-owned and trust-owned 
properties 
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 Creates a riparian buffer tax 
credit of $50 per acre for ag 
land used for such purposes. 

 Requires report on local 4d 
affordable housing programs 

 Authorizes vets with a 
disability rating of at least 70% 
in 2016 and 2017 to apply for a 
refund of any property taxes 
paid in 2017 or 2018 that they 
would not have paid if they 
had been eligible for the 
disabled veterans homestead 
exclusion 

 Reduces class rate for all class 
4d properties to 0.25% 

 Provides blanket authorization 
for local governments to 
establish fire protection special 
taxing districts 

 Requires report on lands 
placed into federal trust 

 

Excise Taxes 
Item Governor House Senate 

Indexing 
Reinstate indexing on cigarette 
and moist snuff tax rates 

Reinstate indexing on cigarette 
and moist snuff tax rates 

None 

Premium 
Cigars 

Increase tax rate None None 

Direct Wine 
Shippers 

None Impose wine excise tax None 

 

Property Tax Aids and Credits 
Item Governor House Senate 

Local Gov’t 
Aid 

Increase appropriation by 
$30.6 million per year 

 Increase appropriation by 
$30.6 million per year 

 Provides additional temporary 
LGA increases for a number of 
cities; financed by existing 
appropriation except for $5.4 
million for Virginia in 2020. 

None 

County 
Program Aid 

Increase appropriation by $30.4 
million per year 

Increase appropriation by $30.6 
million per year 

None 

Homeowner 
Property Tax 

Refund 
None 

Increases the maximum refund 
by $200 per year; expands 
income eligibility to $155,400 

Exclude nontaxable scholarships 
and grants from refund 
definition of income 

Education 
Finance- 
Related 

Provisions 

None 

Increases the school building 
bond agricultural credit payment 
from 40% to 70% of taxes on 
school bonds. 

Increases referendum 
equalization aid equalization 
factor for tier 1, tier 2, and tier 3 
levies; provides alternative 
revenue calculation for tier 2 and 
tier 3 levies 

Other Major 
Provisions 

None 

 Renters’ property tax credit: 
increases maximum income to 
$75,000 and reduces the copay 
by various amounts 

 Requires DOR to collect data 
regarding and annually publish 
a report on rents paid in MN 

 $2 million per year in ICWA 
Out-of-Home Placement Aid 

 One-time $2 million additional 
allocation for Border City 
Enterprise Zones 
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Local Sales and Lodging Taxes 
Item Governor House Senate 

Modification 
of Existing 
Authority 

None 

 Removes limit on total local 
tax rates that may be imposed 
on Minneapolis lodging 
establishments 

 Increase St. Paul lodging tax 
 Cloquet (reallocate sales) 

 Increases the maximum 
combined local tax rate that 
may be imposed on 
Minneapolis lodging 
establishments to 13.875%. 

 Increase St. Paul lodging tax 
 Cloquet (reallocate sales) 

New 
Authority 

None 

 Lake County (lodging) 
 Avon (sales) 
 Blue Earth (sales) 
 Cambridge (sales) 
 Detroit Lakes (sales) 
 Elk River (sales) 
 Excelsior (sales) 
 Glenwood (sales) 
 Int’l Falls (sales) 
 La Crescent (lodging) 
 North Mankato (food & 

beverage) 
 Plymouth (lodging) 
 Sauk Centre (sales) 
 Virginia (sales) 
 Willmar (sales) 
 Worthington (sales) 

 Lake County (lodging) 
 Avon (sales) 
 Blue Earth (sales) 
 Cambridge (sales) 
 Detroit Lakes (sales) 
 Elk River (sales) 
 Excelsior (sales) 
 Glenwood (sales) 
 Int’l Falls (sales) 
 La Crescent (lodging) 
 North Mankato (food & 

beverage) 
 Rogers (sales) 
 Sartell (food & beverage) 
 Sauk Centre (sales) 
 Scanlon (sales) 
 Virginia (sales) 
 West St. Paul (sales) 
 Willmar (sales) 
 Worthington (sales) 

Additional 
Authority 

None  Duluth (sales) 
 Two Harbors (sales) 

 Duluth (sales) 
 Two Harbors (sales) 

Tighten 
Requirements 

None 

Both the House and Senate contain language that would require local 
governments seeking local sales tax authority to provide additional 
information to the legislature and to voters being asked to approve 
the tax.  The two chambers have competing methods for achieving 
these largely similar policy goals.  The Senate bill prohibits local 
excise taxes on motor vehicle sales after 7/1/19. 

Other Major 
Provisions 

None None 
Prohibits local governments 
from imposing an excise tax on 
food or food containers 

 

Miscellaneous Taxes 
Item Governor House Senate 

All 
Provisions 

None 

 Interactive taxpayer receipt 
program 

 Duluth Regional Exchange 
District (similar to Rochester 
DMC) 

 Private letter ruling program 
 Authorizes dual examinations 
 Limits DOR authority to assess 

additional taxes when taxpayer 
has followed prior DOR 
guidance 
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 Establishes reporting and 
payment requirements for 
partnerships whose returns 
have been adjusted at the 
federal level 
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