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2022 DEPARTMENT OF REVENUE  
GOVERNOR’S BILL SUMMARY 

 

 
Appeals and Legal Services Division 

600 North Robert Street  
Saint Paul, Minnesota 55146-2220 

HF 3669  
 

ARTICLE 1: FEDERAL UPDATE 
 
Sections 1, 3, 4, 21 and 22. Federal Update. Amends Minn. Stat. §§ 289A.02, subd. 7; 290.01, 
subds. 19, 31; 290A.03, subd. 15; and 291.005, subd. 1 to incorporate the Internal Revenue Code 
as amended through November 15, 2021.  The amendment to section 290A.03, subd. 15 is 
effective for property tax refunds based on property taxes payable in 2022, and rent paid in 2021 
and thereafter.  The amendment to section 290.05, subd. 1 is effective day following final 
enactment, except that changes incorporated by federal changes are effective retroactively at the 
same time the changes became effective for federal purposes.  The remaining sections are 
effective day following final enactment, except the changes incorporated by federal changes are 
effective retroactively at the same time the changes become effective for federal purposes, but 
are subject to the application of section 290.993, subd. 2. 
 
Section 2, 15, and 18. Cross-references.  Amends Minn. Stat. §§ 289A.08, subd. 7, paragraph j; 
290.06, subd. 2(c) paragraph (e); and 290.091, subd. 2 to update cross references to the 
composite income definition, the nonresident allocation rules and individual alternative 
minimum taxable income definition for the following modifications:  
 

1. Meals expense. Minn. Stat. §§ 290.0131, subd. 19 and 290.0133, subd. 15;  
2. Special limited adjustment.  Minn. Stat. §§ 290.0131, subd. 20, 290.0132, subd. 31, 

290.0133, subd. 12 and 290.0134, subd. 16; 
3. Delayed Business Interest.  Minn. Stat. §§ 290.0132, subd. 32 and 290.0134, subd. 21. 

 
These sections are effective for taxable years beginning after December 31, 2021. 
 
Sections 5, 16, and 17. Federal “earned income” lookback rule prohibited.  Amends Minn. 
Stat. §§ 290.0123, subd. 3; 290.0671, subd. 1a; and 290.0675, subd. 1 to clarify taxpayers must 
use “earned income” from the current taxable year for purposes of the Minnesota standard 
deduction for a dependent, the Minnesota working family credit, and the marriage penalty credit. 
 
Section 6. Meals Expense.  Amends Minn. Stat. § 290.0131 by adding subd. 19 to require the 
amount of meal expenses in excess of the 50-percent limitation under section 274(n)(1) of the 
Internal Revenue Code allowed under subsection (n), paragraph (2), subparagraph (D) of that 
section is an addition.  This section is effective for taxable years beginning after December 31, 
2021. 
 
Section 7, 9, 12 and 13.  Special limited adjustment.  Amends Minn. Stat. §§ 290.0131, by 
adding a subd. 20, 290.0132; by adding subd. 31, 290.0133, by adding subd. 16; and 290.0134, 
by adding subd. 20 to provide that when the amount calculated under 290.993, subd. 2(c) 



2 
 

increases net income it is an addition for taxpayers; and when it decreases net income it is a 
subtraction.  These sections are effective for taxable years beginning after December 31, 2021 
and before January 1, 2024. 
 
Sections 8 and 19. Net operating loss carryback or carryover.  Amends Minn. Stat. §§ 
290.0132, subd. 18 by adding a paragraph (b); and 290.095, subd. 11 by adding a paragraph (d) 
providing that a net operating loss carryover or carryback arising in taxable years beginning after 
December 31, 2017 and before December 31, 2020; is allowed for Minnesota individual income 
tax purposes to the extent it would have been allowed for federal income tax purposes in the 
Internal Revenue Code as amended through December 31, 2018.  The unused portion of the net 
operating loss, to the extent not already deducted and limited to 80-percent of taxable net 
income, is allowed as a subtraction until used for up to 20 years.  The amendments to section 
290.095, subd. 11 is effective retroactively for losses arising in taxable years beginning after 
December 31, 2017 and before December 31, 2020.  The amendments to section 290.0132, subd. 
18 is effective for taxable years beginning after December 31, 2021.  
 
Section 10 and 14. Delayed business interest.  Amends Minn. Stat. §§ 290.0132 by adding a 
subd. 32 and 290.0134 by adding a subd. 21 to allow a subtraction equal to one-fifth of the 
adjustment amount, to the extent not already deducted, for the exclusion under 290.993, subd. 
2(c)(11) relating to the Coronavirus Aid, Relief and Economic Security Act, Public Law 16-136 
section 2306.  These sections are effective for taxable years beginning after December 31, 2021. 
 
Section 11. Meals Expense.  Amends Minn. Stat. § 290.0133 by adding subd. 15 to require the 
amount of meal expenses in excess of the 50-percent limitation under section 274(n)(1) of the 
Internal Revenue Code allowed under subsection (n), paragraph (2), subparagraph (D) of that 
section is an addition.  This section is effective for taxable years beginning after December 31, 
2021. 
 
Section 20. Special Limited Adjustment Tax Years 2017 - 2021.  Amends Minn. Stat. § 
290.993 by adding a subd. 2 that requires all taxpayers, including those entities that elect to file 
and pay tax on a composite basis under section 289A.08, subd. 7; or elect to file and pay tax as a 
pass-through entity under section 289A.08, subd. 7a; to make a nonconformity adjustment in tax 
year 2022 to account for conforming to the Internal Revenue Code as amended through 
November 15, 2021, excluding the federal law sections enumerated in subd. 2, paragraph (c).  
The nonconformity adjustment is made as a net addition or net subtraction to net income as 
provided in subd. 2, paragraph (c) and only to the extent the taxpayer actually reported the 
nonconformity adjustment on the prior year return.  The nonconformity adjustment only adjusts 
net income, does not impact state credits and does not include any adjustments related to 
conformity to the following federal law sections, and taxpayers impacted by these sections may 
instead amend their prior year returns: 
 
(1) Taxpayer Certainty and Disaster Relief Tax Act of 2020 (TCDTR 2020), Public Law 116-
260, section 114, Exclusion of gross income of discharge of qualified principal residence 
indebtedness; 
 
(2) TCDTR 2020, section 304(b), Special rules for disaster-related personal casualty losses; 
 
(3) American Rescue Plan Act (ARPA), Public Law 117-2, section 9675, Modification of 
treatment of student loan forgiveness. 
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The nonconformity adjustment described in subd. 2, paragraph (c) does not include the following 
federal law sections: 
 
(1) Taxpayer Certainty and Disaster Relief Tax Act of 2019 (TCDTR 2019), Public Law 116-94, 
section 104, Deduction of qualified tuition and related expenses; 
 
(2) TCDTR 2019, section 203, Employee retention credit for employers affected by qualified 
disasters; 
 
(3) Families First Coronavirus Response Act (FFCRA), Public Law 116-127, section 7001, 
Payroll credit for required paid sick leave; 
 
(4) FFCRA, section 7003, Payroll credit for required paid family leave; 
 
(5) Coronavirus Aid, Relief and Economic Security Act (CARES), Public Law 116-136 section 
2204, Allowance of partial above the line deduction for charitable contributions; 
 
(6) CARES, section 2205, Temporary modification of limitations on charitable contributions as it 
applies to individual taxpayers only and including carryovers; 
 
(7) CARES, section 2206, Exclusion for certain employer payments of student loans; 
 
(8) CARES, section 2301, Employee retention credit; 
 
(9) CARES, section 2303, Modifications for net operating losses; 
 
(10) CARES, section 2304, excluding subsection (b)(2)(B), Modification of limitation on losses 
for taxpayers other than corporations; 
 
(11) CARES, section 2306, Limitation on Business Interest;  
 
(12) TCDTR 2020, section 207, Extension and modification of employee retention and rehiring 
credit; 
 
(13) TCDTR 2020, sections 210, Temporary allowance of full deduction for business meals; 
 
(14) TCDTR 2020, section 303; Employee retention credit for employers affected by qualified 
disasters; 
 
(15) ARPA, section 9501(b), Preserving health benefits for workers; 
 
(16) ARPA, section 9631, Refundability and enhancement of child and dependent care tax credit; 
 
(17) ARPA, section 9641, Payroll sick and family leave credits; 
 
(18) ARPA, section 9651, Extension of employee retention credit. 
 
This section is effective day following final enactment except that the changes incorporated by 
federal changes are effective retroactively at the same time the changes were effective for federal 
purposes. 
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ARTICLE 2: INDIVIDUAL INCOME AND CORPORATE FRANCHISE TAXES 

 
Sections 1 and 2.  Angel investment tax credit.  Amends Minn. Stat, § 116J.8737, subd. 5, to 
authorize the commissioner of employment and economic development to allocate up to 
$12,000,000 of tax credits to qualified investors for investments made in calendar year 2022 and 
$5,000,000 of tax credits to qualified investors for investments made in each of the calendar 
years 2023 through 2030.  Amends Minn. Stat. §116J.8737, subd. 12, to delay the sunset of the 
angel investment tax credit for eight years through 2030.  The amendments to subdivision 5 are 
effective retroactively for taxable years beginning after December 31, 2021, and to subdivision 
12 are effective the day following final enactment.   
 
Sections 3 and 4. Dependent care credit expansion.  Amends Minn. Stat. § 290.067, subds. 1 
and 2b, to increase the income phaseout threshold for the credit from $52,230 to $70,000, update 
the threshold amount for inflation and expand the newborn credit eligibility to all filing statuses 
except married filing separately. Effective for taxable years beginning after December 31, 2021. 
 
Section 5. Dependent Care Credit Temporary Increase.  Amends Minn. Stat. § 290.067, by 
adding a subd. 7, to provide a temporary increase of thirty-percent to the dependent care credit 
for tax years 2022 and 2023.  Effective for taxable years beginning after December 31, 2021 and 
before January 1, 2024.  
 
Section 6. Working family credit expansion. Amends Minn. Stat. § 290.0671, subd. 1, to 
expand credit eligibility to individuals with individual taxpayer identification numbers (ITINs). 
Effective for taxable years beginning after December 31, 2021. 
 
Section 7. Minnesota education credit phaseout increased. Amends Minn. Stat. § 290.0674, 
subd. 2, to increase income phaseout threshold to $70,000 and to clarify that the maximum credit 
amount is based on income. Effective for taxable years beginning after December 31, 2021. 
 
Section 8. Minnesota education credit definition of income. Amends Minn. Stat. § 290.0674, 
subd. 2a, to modify the credit’s definition of income to mean adjusted gross income as defined 
by Internal Revenue Code section 62, except adjusted gross income cannot be reduced by the 
amount of a net operating loss carryback or carryforward or a capital loss carryback or 
carryforward allowed for the year. Effective for taxable years beginning after December 31, 
2021. 
 
Section 9. Minnesota education credit indexed for inflation. Amends Minn. Stat. § 290.0674 
by adding a new subd. 2b that requires annual inflation adjustments to the income phaseout 
threshold. Effective for taxable years beginning after December 31, 2021. 

 
ARTICLE 3: SALES AND USE TAXES 

 
Sections 1 through 4. Construction Materials; Sales Tax Exemption. Amends Minn. Stat. § 
297A.71, to add subd. 54, to exempt the following purchases:  
 

• materials and supplies used or consumed in and equipment incorporated into the 
construction, reconstruction, repair, maintenance, or improvement of buildings or 
facilities used principally by school districts, local governments, libraries, nonprofit 
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groups, or specified hospitals, outpatient surgical centers, critical access dental providers, 
nursing homes, or boarding care homes. 
 

• materials and supplies used or consumed in and equipment incorporated into the 
construction, reconstruction, repair, maintenance, or improvement of public 
infrastructure, such as roads, bridges, sewers, and water treatment facilities, purchased as 
part of a contract with a school district or local government.  

 
The sales tax is paid at the time of sale and then refunded. Minn. Stat. § 297A.75, subds. 1, 2, 
and 3, are also amended to provide that the listed exempt entity that is the principal user of the 
building or facility, or that contracts for the public infrastructure, must apply for the refund; and 
requires the contractor, subcontractor, or builder to provide the refund applicant with the 
information needed to apply for the refund. Effective retroactively for sales and purchases made 
after June 30, 2021. 

 
ARTICLE 4: PROPERTY TAXES 

 
Sections 1 through 7 and 9. Homestead Application. Amends Minn. Stat. §§ 273.124, subds. 
6, 13, 13a, 13c, 13d, and 14; 273.1245, subd. 1; and § 273.1315, subd. 2 to allow property 
owners to qualify for homestead classification by providing an individual taxpayer identification 
number (ITIN) on a homestead application, in lieu of a Social Security number. Effective 
retroactively for homestead applications filed in 2022 and thereafter. 
 
Section 8.  Agricultural products definition.  Amends Minn. Stat. § 273.13, subd. 23(i), by 
adding hemp to the definition of “agricultural products.”  Effective beginning in assessment year 
2023 and thereafter. 
 
Sections 10 through 13.  Increase of the Income Cap for Senior Deferral Program.  Amends 
Minn. Stat. §§ 290B.03, subd. 1; 290B.04, subds. 3 and 4; and 290B.05, subd. 1 to increase the 
yearly household income cap requirement for the Senior Citizens’ Property Tax Deferral 
Program from $60,000 to $75,000. Effective for applications received for deferral of taxes 
payable in 2023 and thereafter. 
 

ARTICLE 5: PUBLIC SAFETY AID 
 

Section 1. Establishing Public Safety Aid. Amends chapter 477A to create a new aid program 
and section, Minn. Stat. § 477A.0127. Public Safety aid of $100,000,000 is annually 
appropriated from the general fund to counties, tribal governments, and cities to provide and 
fund public safety. Cities must directly employ at least one peace officer to qualify for aid. The 
commissioner of public safety will certify to the commissioner of revenue which cities meet this 
requirement, and the commissioner of revenue will calculate and certify the aid to counties, tribal 
governments, and cities on the same timetable as Local Government Aid under section 
477A.015. Effective beginning with aid payable in 2022 and thereafter.   
 

ARTICLE 6: SOIL AND WATER CONSERVATION DISTRICT AID 
 
Sections 1 and 2. Establishing Soil and Water Conservation District Aid. Section 1 amends 
chapter 477A to create a new aid program and section, Minn. Stat. § 477A.23. Soil and Water 
Conservation District aid will be annually calculated and certified by the Board of Water and 
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Soil Resources to the commissioner of revenue for distribution to soil and water conservation 
districts. $22,000,000 is annually appropriated from the general fund for this aid. Districts must 
use the aid to execute the duties established by chapter 103C. Section 2 amends a 2021 session 
law that created a two-year appropriation for soil and water conservation districts. The 
amendment removes the second year of the appropriation, 2022, because the districts would not 
need those appropriated funds if the aid program is enacted. Each section is effective beginning 
with aids payable in 2022 and thereafter.   
 

ARTICLE 7: MISCELLANEOUS 
 

Section 1.  Direct payments.  Section 1 creates a direct payment that will be made by the 
commissioner of revenue to most persons who were Minnesota residents in 2020 who either filed 
a 2020 Minnesota income tax return by October 15, 2021, or a 2020 Minnesota property tax 
refund return by December 31, 2021.  The payment will generally be $175 for single and married 
filing separate filers and $350 for married filing joint filers and heads of household. 
 
Paragraph (a) establishes that Minnesota residents who filed a 2020 Minnesota income tax return 
or filed a 2020 Minnesota property tax refund return are eligible for the direct payment. 
 
Paragraph (b) provides that income taxpayers with taxable net income that exceeded the 
minimum thresholds for the fourth tier 9.85% income tax bracket are not eligible for the direct 
payment. 
 
Paragraph (c) sets the direct payment at $350 for married couples filing jointly and head of 
household filers, and $175 for single filers and married persons filing a separate return.   
 
Paragraph (d) provides that direct payments to part year residents will be limited by the percent 
of their income subject to Minnesota income tax. 
 
Paragraph (e) provides that the direct payments will be paid by the commissioner of revenue 
based on information in Department of Revenue records.  Eligible Minnesotans will not have to 
file a separate claim for payment. 
 
Paragraph (f) provides that married couples who filed a joint 2020 return will receive a joint 
direct payment. 
 
Paragraph (g) provides that the direct payments will be treated the same as income tax and many 
other taxes administered by the commissioner for data practices purposes. 
 
Paragraph (h) provides that the direct payments are not subject to setoff for unpaid taxes or 
nontax debts. 
 
Paragraph (i) provides that the direct payments are not subject to Minnesota income tax and are 
not used in the calculation of Minnesota income tax credits, the property tax refund or the senior 
citizen property tax deferral program.  Also provides that direct payments are not considered as 
income, assets, personal property or resources in determining eligibility for any program 
administered by the commissioner of human services.  Finally, provides that a direct payment is 
not “assistance based on need” for purposes of Minn. Stat. § 550.37, subd. 14.  
 
Paragraph (j) provides that no direct payment will be paid if the individual dies before receiving 
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payment. 
 
Paragraph (k) provides that if a direct payment check or warrant is not cashed within two years 
of first issuance, or if the commissioner cannot locate a person eligible for a direct payment 
within two years of the date of the first issuance of a check or warrant, the right to the payment 
lapses.  Also provides that if payment of a direct payment is made by a debit card, any funds not 
withdrawn within two years of the date of the first issuance of the card lapse to the state. 
 
Paragraph (l) provides that the commissioner may recapture, through tax assessment procedures, 
previously issued payments under three circumstances. 
 
1. The commissioner can recapture a previously issued direct payment if the taxpayer’s 2020 
tax is adjusted, by filing of an amended return or through audit, and the adjustment pushes the 
taxpayer’s 2020 income above the 4th tier 9.85% tax bracket.  This adjustment must be made 
during the period of limitation to adjust the 2020 income tax return. 
 
2. If a direct payment check or warrant is cashed by someone other than the payee, the 
commissioner may recover the amount of the payment from the person who forged or improperly 
endorsed the instrument.  This assessment must be made within two years of the unauthorized 
signature; and 
 
3. If direct payment is made by debit card, and was activated and accessed by an unauthorized 
person, the commissioner may recover the amount from the unauthorized person.  This 
assessment must be made within two years of the last unauthorized access. 
 
Paragraph (m) allows the commissioner of revenue, in consultation with the commissioner of 
management and budget, to hire outside vendors to help administer the program.  Exempts the 
commissioner from various laws that generally limit or prohibit hiring outside vendors, such as 
Minn. Stat. §§ 9.031 (dealing with depositories for state funds), 16B.49 (state centralize mailing 
system), and chapter 16C (related to state procurement). 
 
Paragraph (n) appropriates to the commissioner of revenue from the general fund the money 
necessary to make the direct payments.  The money is available to the commissioner during 
fiscal years 2022 and 2023. 
 
Paragraph (o) provides onetime appropriations of $7,752,000 in fiscal year 2022 and $215,000 in 
fiscal year 2023 to the commissioner of revenue from the general fund to administer the direct 
payment program.  
 
Effective the day following final enactment. 
 
 
 
Section 2. Administrative Appropriation. Appropriates $606,000 in fiscal year 2023 
and adds $389,000 to the agency’s budget base in fiscal year 2024 and $382,000 in fiscal year 
2025 and beyond for the additional costs of administering the changes in the act. This section is 
effective the day following final enactment. 
 


