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Fund Impact
F.Y. 2026 F.Y. 2027 F.Y. 2028 F.Y. 2029

(000’s)
Individual Income Tax $0 ($26,300) ($9,800) ($6,700)
Corporate Franchise Tax $0 ($9.900) ($3.700) ($2,500)
General Fund Total $0 ($36,200) ($13,500) ($9,200)

Effective the date following enactment. Changes made by federal changes are effective retroactively
at the same time the changes were effective for federal purposes.

EXPLANATION OF THE BILL

Current Law: Section 179 of the Internal Revenue Code allows a taxpayer to treat the cost of
qualified business property as an expense in the year the property is placed in service.

P.L. 119-21 increased the limits on Section 179 expensing beginning with tax year 2025. The
current federal limit on the amount of property that can be expensed is $2.5 million. That amount is
reduced by one dollar for every dollar of property placed in service over $4.0 million, so a taxpayer
who places $6.5 million or more of property in service during the tax year is ineligible. Those
thresholds are indexed for inflation beginning in tax year 2026.

Because Minnesota has not adopted the increased limits, taxpayers must add back the difference
between the amount of Section 179 expensing allowed federally and the amount allowed under
Minnesota law.

Proposed Law: The bill would conform to the increased federal limits on Section 179 expensing
beginning with tax year 2025.

REVENUE ANALYSIS DETAIL

e The estimate is based on the estimate of the federal impact of P.L. 119-21 prepared by the staff
of the Joint Committee on Taxation, dated July 1, 2025. The estimate was apportioned to
Minnesota and adjusted for the difference between federal and state tax rates and federal and
state fiscal years.

e Retroactive impacts were allocated to fiscal year 2027.
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Number of Taxpayers: About 3,700 corporate franchise tax returns and 24,300 individual income
tax returns.

Minnesota Department of Revenue
Tax Research Division
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