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Comparison of House File 991, Second Engrossment/House File 991, First Unofficial Engrossment

HOUSE

SENATE

May 3, 2021

Sec.

Article 1: Federal Conformity

Article 1: Federal Update

Article 2, section 7.

Section 1. Same.

Internal Revenue Code. Updates chapter 289A for
federal changes through December 31, 2020.

Effective date: When effective for federal purposes.

No comparable provision.

Net income. Updates the definition of “net income”
in chapter 290 for federal changes through
December 31, 2020.

Effective date: When effective for federal purposes.

No comparable provision.

Internal Revenue Code. Updates the definition of
“Internal Revenue Code” (IRC) for federal changes
through December 31, 2020.

Effective date: When effective for federal purposes.

No comparable provision.

Charitable contributions. Limits the Minnesota
charitable contribution deduction to 60 percent of
the taxpayer’s contribution base (which is adjusted
gross income for most taxpayers).

Effective date: Tax year 2020 and later.

No comparable provision.

Business interest. Requires an addition for the
excess of business interest deducted under the
updated IRC date in this article (the 2020 IRC) over
the amount allowed to be deducted under the IRC as
of December 2018 (the 2018 IRC). The excess
amount is allowed as a delayed business interest
subtraction under section 8.

Effective date: Tax years 2019 and 2020.

No comparable provision.

Excess business losses. Requires an addition for
excess business losses allowed to be deducted under
the 2020 IRC.

Effective date: Tax years 2018 through 2020.

No comparable provision.

Net operating loss. Requires an addition for the
excess of net operating losses deducted under the
2020 IRC over the amount allowed to be deducted
under the 2018 IRC. The excess amount is allowed
as a delayed net operating loss subtraction under
section 9.

No comparable provision.

Delayed business interest. Allows a subtraction for
delayed business interest added back under section
5. The amount of the subtraction plus current year
business interest may not exceed the federal limits
for this deduction.

No comparable provision.

Delayed net operating loss. Allows a subtraction
for delayed net operating losses added back under
section 7. The amount of the subtraction plus
current year net operating losses may not exceed the
federal limits for this deduction.

Effective date: 2019 and thereafter.

No comparable provision.

10

Business interest. Creates an addition for corporate
business interest in the same manner as for
individuals in section 5.

Effective date: Tax years 2019 and 2020.

No comparable provision.
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HOUSE SENATE
Sec. Article 1: Federal Conformity Article 1: Federal Update
11 | Delayed business interest. Creates a corporate No comparable provision.
delayed business interest subtraction in the same
manner as for individuals in section 8.
Effective date: Tax years 2020 and thereafter.
Article 2, section 20. Section 3. Same.
Article 2, section 22. Section 4. Same.
Article 2, section 37. Section 5. Same.
Article 2, section 38. Section 6. Same.
12 | Special limited adjustment. Clarifies that the No comparable provision.
changes in the bill are to be calculated after the
“special limited adjustment for tax year 2018”
enacted in the 2019 omnibus tax bill. This has the
effect of retroactively changing taxpayers’ liability
in tax year 2018 for provisions adopted under the
bill.
13 |Internal Revenue Code. Updates the definition of |No comparable provision.
“Internal Revenue Code” for federal changes
through December 31, 2020, for the property tax
refund.
Effective date: Refunds payable in 2022.
14 | Scope. Updates the definition of “Internal Revenue |No comparable provision.
Code” for federal changes through December 31,
2020, for the estate tax.
Effective date: When effective for federal purposes.
Avrticle 2, section 41. Section 7. Same.
15 | Temporary nonconformity additions and Section 8. Clarification of net operating loss

subtractions.

Subd. 1. Definitions. Defines “addition” and
“subtraction,” and applies the rules for subtractions
from sections 290.0131, 290.0132, 290.0133, and
290.0134 to the uncodified section in the bill.

Subds. 2 and 3. Temporary subtraction; federal
credits for sick and family leave. Provides a
subtraction for amounts included in gross income as
a result of federal payroll credit for paid sick leave
and payroll credit for paid family leave.

Effective for the same taxable years as the federal
credits.

Subds. 4 and 5. Temporary subtraction wages
used to claim Employee Retention Credit.
Provides a subtraction for wages used to claim the
federal Employee Retention Credit. The federal
credit disallows a deduction for wages used to claim
the credit.

Effective for the same taxable years as the federal
credit.

Subd. 6. Temporary addition; business meals;
individuals, estates, and trusts. Requires an
addition for 50 percent of the amount of business
costs allowed to be deducted under the IRC.

Effective date: Tax years 2021 and 2022.

(NOL) treatment. Clarifies that although section 9
conforms to federal treatment of PPP loans and to
the deductions of expenses paid with forgiven PPP
loans through the date of the Consolidated
Appropriations Act (CAA), 2021, it does not
conform to the CARES Act and CAA modifications
to treatment of NOLs. Effective for the same date
the changes were effective for federal purposes.

Section 9. Exclusion from gross income for
certain forgiven PPP loans and educator
expenses. Different.

Subd. 1. Scope. Applies the section for purposes of
the definitions of net income, income, alternative
minimum taxable income for both individuals and
corporations, and the property tax refund.

Subd. 2. Adopting federal changes related to the
paycheck protection program and certain
educator expenses. Updates the date reference to
the Internal Revenue Code to conform to the federal
treatment of PPP loan forgiveness from gross
income and allows the deduction of business
expenses paid with forgiven PPP loans in the
CARES Act, CAA, and three other federal laws
modifying the PPP loan program enacted between
the CARES Act and the CAA. Effective for the
same date the changes were effective for federal
purposes. Conforms to the CAA provision allowing
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HOUSE SENATE

Sec. Article 1: Federal Conformity Article 1: Federal Update
Subd. 7. Temporary addition; business meals; C [the $250 educator expense deduction to include
corporations. Requires an addition for 50 percent |purchases of PPE.
of the costs of business meals allowed to be .

Effective for tax years 2020 and 2021.
deducted under the IRC. y
. ] Subd. 3. No denial of deduction. Notwithstands a
Effective date: Tax years 2021 and 2022. provision in current law that disallows deductions
Subds. 8 and 9. Temporary addition; PPP already included in the calculation of income at the
expenses. Requires an addition for expenses in federal level or under other sections of the income
excess of $350,000 that were used to qualify fora |tax chapter. This allows the additional deductions
forgiven Paycheck Protection Program (PPP) loan. |under the CAA to be claimed.
;2;?5;}59050888::::5'; \é\r’]zl; Iri:(fisgjtomﬁ?gglleoggp Effective for the same date the changes were
. . | effective for federal purposes.
loans would be allowed a deduction for $350,000 in purp
expenses associated with each loan.
Effective date: For tax years in which businesses
had deductions for PPP expenses.
Subd. 10. Nonresident apportionment;
alternative minimum tax. Directs the Department
of Revenue (DOR) to adjust a taxpayer’s residency
percentage and alternative minimum tax to account
for the temporary additions and subtractions in the
article.

16 |Working family credit; special earned income No comparable provision.
rules for tax year 2020. Allows taxpayers to claim
the working family credit in tax year 2020 using the
taxpayer’s 2019 earned income.

Effective date: Tax year 2020.

17 | Temporary individual income tax subtraction; Section 2. Certain unemployment compensation
unemployment insurance benefits. Allows payments. Allows a subtraction of 18 percent of the
taxpayers with AGI of less than $150,000 a amount of Pandemic Unemployment Compensation
subtraction for up to $10,200 of unemployment (i.e., $600 payments) received in 2020. The
insurance benefits received in tax year. For married |subtraction is reduced by $1 for every $4 of
couples filing joint returns, the subtraction is for adjusted gross income over $150,000 for surviving
$10,200 of unemployment compensation received |spouses or married joint filers; $112,500 for head of
by each spouse. This provision matches the household filers; and $75,000 for all other filers.
exclusion from gross income in the American .

Rescue Plan Act (Public Law 117-2). Effective for tax year 2020.
Effective for tax year 2020.
Sec Article 2: Individual Income and Corporate Article 2: Income and Corporate Franchise
: Franchise Taxes Taxes

1 Tax credit for owners of agricultural assets. No comparable provision.
Allows sales of agricultural assets to family
members (or spouses of family members) that are
beginning farmers to qualify for the beginning
farmer agricultural asset credit.

In the case of sales of agricultural assets sold to a
family member, to qualify for the credit the sale
price must equal or exceed the assessed market
value of the asset. If there is no assessed value of
the asset, the sale price must equal or exceed 80
percent of the fair market value of the asset.
Increases the credit percentage to ten percent for a
“socially disadvantaged farmer or rancher.”
2 Authority duties. Reduces the amount of credit No comparable provision.

allocations available per year by five percent, and
appropriates the same amount to the Rural Finance
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HOUSE SENATE
Sec Article 2: Individual Income and Corporate Article 2: Income and Corporate Franchise
' Franchise Taxes Taxes
Authority to develop an online application system
and administer the credit. The reduction first applies
to tax year 2021.
The allocations for tax years 2021-2023 are $6
million per taxable year, meaning the appropriation
would be $300,000 per year in fiscal years 2022-
2024.

3 Credit allowed; angel credit. Allows $10 million | Article 2, section 1. Similar. Allows the $10
to be allocated for the small business investment million allocation for tax year 2022. Technical
credit (i.e. “angel credit”) for tax year 2022. difference in drafting. Senate updates application
Effective date: Day following final enactment. requirements in paragraph (d).

Effective for tax year 2022, which has the same
result as House effective date.

4 Sunset; angel credit. Extends the sunset date for | Article 2, section 2. Similar. Senate effective date
the angel credit by one year. is for tax year 2022, which has the same result as
Effective date: Day following final enactment. the House effective date.

5 Film production credit. Establishes a No comparable provision.

nonrefundable tax credit equal to 25 percent of
eligible film production costs in Minnesota.

Subd. 1. Definitions. Defines “allocation
certificate,” “application,” “commissioner,” “credit
certificate,” “eligible production costs,” “film,”
“project,” and “promotion of Minnesota” for
purposes of establishing the credit.

99 ¢¢ 99 ¢¢

99 ¢¢

Subd. 2. Credit allowed. Allows an income and
corporate franchise tax credit equal to 25 percent of
“eligible production costs.” A taxpayer may only
claim a credit if a credit certificate is issued.

Subd. 3. Credit assignable. Allows a taxpayer to
sell or assign the credit in whole or in part. The sale
or assignment must be for 75 percent of the credit
amount. The assignee must notify DEED within 30
days of the assignment. Only the unused amount of
a credit carryover may be assigned.

Subd. 4. Application; allocations. Requires
taxpayers to apply to DEED prior to claiming the
credit. Requires DEED to issue allocation
certificates that verify eligibility for the credit, state
the amount of credit anticipated, and state the
taxable year in which the credit is allocated. Limits
credit amounts to $10 million per taxable year. No
credits may be allocated after 2024.

Requires that credits be allocated on a first-come,
first-served basis.

Requires an independent audit report detailing
production costs to be submitted to DEED once the
project is completed and the final credit amount
must be based on the verified costs.

Permits DOR to use its audit and examination
powers to verify the taxpayer is eligible for the
credit.

Subd. 5. Report required. Requires DEED to
submit a report on the credit to the tax and
economic development committees of the
legislature by March 15, 2024. The report must
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HOUSE

May 3, 2021

SENATE

Sec.

Article 2: Individual Income and Corporate
Franchise Taxes

Article 2: Income and Corporate Franchise
Taxes

detail the amount of credits claimed in each taxable
year, the number of applications received and
approved, the types of projects eligible for the
credit, the total economic impact of the credit
including jobs, and any other information DEED
deems necessary.

Subd. 6. Expiration. Sunsets the credit after 2024.
Effective date: Tax years 2021 through 2024.

Composite income tax returns for nonresident
partners, shareholders, and beneficiaries.
Conforming changes made to the composite return
statute due to the changes in sections 11 (previously
taxed deferred foreign income) and 12 (domestic
production activities deduction).

Effective date: Based on effective dates of
underlying provisions.

No comparable provision.

Pass-through entity tax. Establishes a fully
refundable pass-through entity tax that allows
electing pass-through businesses to pay state
income tax at the entity level and deduct this tax for
federal income tax purposes. Under federal law,
taxes on pass-through income are subject to the
SALT cap of $10,000.

Paragraph (a) establishes definitions for “income,”
“qualifying entity,” and “qualifying owner” for
purposes of the pass-through entity (PTE) tax.

Paragraph (b) allows a qualifying entity to file and
pay the PTE tax if the owners holding more than a
50 percent ownership in the entity elect to do so.

Paragraph (c) imposes the PTE tax on a qualifying
entity. The amount of tax is equal to the amount of
tax liability of each owner.

Paragraph (d) requires the tax liability of each
owner to be calculated by applying the rates and
brackets for married filing separate filers, estates,
and trusts under the individual income tax to each
owner’s share of the qualifying entity’s income. As
is the case for the composite return filing rules, no
nonbusiness deductions would be allowed. In
addition, only those deductions and credits allowed
to an individual owner are allowed in calculating
the owner’s tax liability.

Paragraph (e) requires that the same deductions
used to calculate an owner’s tax liability for the
PTE tax must also be used to calculate the owner’s
liability under the individual income tax.

Paragraph (f) imposes the estimated tax
requirements on owners paying the PTE tax, in the
same manner as required for composite return filers.

Paragraph (g) clarifies that an owner’s adjusted
basis in the partnership is determined as if the
election to pay the PTE tax was not made.

Paragraph (h) treats a PTE return and a qualifying
entity like a composite return and composite filer
for administrative purposes.

Article 1, section 1. Same, house side paragraph (f)
includes the use of the word “however” that is not
in the Senate language.
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HOUSE

May 3, 2021

SENATE

Sec.

Article 2: Individual Income and Corporate
Franchise Taxes

Article 2: Income and Corporate Franchise
Taxes

Paragraph (i) allows the commissioner of revenue to
prescribe the content, format, and manner of PTE
returns and other documents.

Paragraph (j) allows PTE filers to also pay the
composite tax.

Paragraph (k) allows the PTE tax to satisfy the tax
liability for nonresidents, in the manner allowed for
nonresidents electing composite return filing.

Effective date: Tax year 2021 and thereafter.

Information included in income tax return.
Allows taxpayers claiming the working family
credit using an individual taxpayer identification
number (ITIN) to include the ITIN in place of a
Social Security number.

Effective date: Tax year 2021 and thereafter.

No comparable provision.

Resident trust. Modifies the resident trust
definition to trigger resident status if sufficient
relevant connections to Minnesota exist based on a
nonexclusive seven-factor list. These changes are
intended to conform the state’s resident trust
definition to the constitutional requirements
established in the Fielding and Kaestner cases.

Effective date: Tax year 2021 and thereafter.

No comparable provision.

10

Losses. Clarifies the state itemized deduction for
losses to allow losses on transactions entered into
for profit, but not associated with a trade or

business, are deductible as an itemized deduction.

Effective retroactively for tax year 2019 and
thereafter.

No comparable provision.

11

Previously taxed deferred foreign income.
Requires an addition for repatriated income that is
first taxed federally as GILTI or deemed
repatriation income. Minnesota allows a subtraction
for this initial manner of taxing this income.

Effective date: Tax year 2021 and thereafter.

No comparable provision.

12

Income attributable to domestic production
activities of cooperatives. Requires an addition for
the federal domestic production activities
deductions for certain agricultural and horticultural
cooperatives.

Effective date: Tax year 2021 and thereafter.

No comparable provision.

13

Deferred foreign income. Makes a clarifying
change to the subtraction for deemed repatriation
income.

Effective date: When effective for federal purposes.

No comparable provision.

No comparable provision.

Section 3. Education expenses. Increases the
subtraction amounts for K-12 expenses for inflation
for tax year 2021 and requires the amounts to be
adjusted annually for inflation going forward.

Effective beginning in tax year 2021.

No comparable provision.

Section 4. Volunteer driver reimbursement.
Provides a subtraction for the amount of mileage
reimbursements paid by a charitable organization to
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HOUSE SENATE
Sec Article 2: Individual Income and Corporate Article 2: Income and Corporate Franchise
' Franchise Taxes Taxes
a volunteer driver. The reimbursement rate for
charitable organizations is 14 cents per mile, and the
reimbursement rate for businesses is 56 cents per
mile. For volunteer drivers, reimbursements above
the volunteer driver rate are included in taxable
income. The subtraction equals reimbursements
received in excess of 14 cents per mile up to the
limit for business mileage.
Effective beginning in tax year 2021.

No comparable provision. Section 5. Education savings accounts. Provides a
subtraction from federal adjusted gross income for
the amount deposited in an education savings
account in a taxable year for each of the taxpayer’s
dependents, provided that education savings
accounts are established in a bill styled as the
Senate’s 2021 regular session omnibus education
bill.

Effective beginning in tax year 2021, upon
enactment 2021 regular session of a bill styled as
House File 1065, first unofficial engrossment,
article 2, section 36.

14 | Special deductions. Makes a clarifying change No comparable provision.

related to the treatment of deemed repatriation

income.

Effective date: When effective for federal purposes.

15 |Previously taxed deferred foreign income. For No comparable provision.

corporations, requires an addition for repatriated

income that is first taxed federally as GILTI or

deemed repatriation income. Minnesota allows a

subtraction for this initial manner of taxing this

income.

Effective date: Tax year 2021 and thereafter.

16 |Income attributable to domestic production No comparable provision.

activities of cooperatives. For corporations,

requires an addition for the federal domestic

production activities deductions for certain

agricultural and horticultural cooperatives.

Effective date: Tax year 2021 and thereafter.

17 | Deferred foreign income. For corporations, makes |No comparable provision.

a clarifying change related to the treatment of

deemed repatriation income.

Effective date: When effective for federal purposes.

18 |Schedules of rates for individuals, estates, and No comparable provision.

trusts. Establishes a fifth tier for Minnesota’s
individual income tax at 11.15 percent. The rate
would apply to Minnesota taxable income in excess
of:

e $1,000,000 for married taxpayers filing joint
returns and surviving spouses;

e $500,000 for single taxpayers and married
taxpayers filing separate returns; and

e $750,000 for head of household taxpayers.

Page 8




Comparison of House File 991, Second Engrossment/House File 991, First Unofficial Engrossment

HOUSE

May 3, 2021

SENATE

Sec.

Article 2: Individual Income and Corporate
Franchise Taxes

Article 2: Income and Corporate Franchise
Taxes

Adjusts the nonresident apportionment rules to
account for additions and subtractions established in
the bill.

Effective date: Tax years in 2021 and thereafter.

19

Inflation adjustment of brackets. Changes the
statutory year for Minnesota’s individual income
tax bracket inflation adjustment to be tax year 2021.

Effective date: Tax years in 2022 and thereafter.

No comparable provision.

20

Credit for taxes paid to another state. Clarifies
that the state’s credit for taxes paid to other states
by partnerships at the entity level also applies to
LLCs and their members.

Effective date: Tax year 2021 and thereafter.

Article 1, section 3. Same.

21

Film production credit. Allows a tax credit for the
film credit certified in section 5. Unused credits
may be carried over for five years. Allows the
Department of Revenue to audit the credit.

Effective date: Tax years 2021 through 2024.

No comparable provision.

22

Pass-through entity tax credit. Allows a
refundable credit in the amount of a partner’s tax
liability as determined for the calculation of the
pass-through entity tax.

Effective date: Tax year 2021 and thereafter.

Article 1, section 4. Same.

23

Working family credit changes. Allows taxpayers
to claim the working family credit using an
individual taxpayer identification number if they are
currently ineligible due to the lack of a Social
Security number.

For taxpayers without children, increases the
working family credit rate and earned income
eligible for the credit.

Current | Bill

law
3.9%
$7,340

Credit rate 5.0%

$8,000

Earned income
eligible for credit

Maximum credit $286 $400

Effective for TY 21 and later.

No comparable provision.

24

Definitions. Updates the definition of “qualifying
child” for the credit to include qualifying children
who do not qualify because they do not have a
Social Security number.

Effective date: Tax years in 2021 and thereafter.

No comparable provision.

25

Inflation adjustment. Changes the statutory year
for the working family credit inflation adjustment to
tax year 2021.

No comparable provision.

26

Income. Makes a conforming change to the
education credit in response to the domestic
production activities deduction addition in section
12.
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HOUSE

May 3, 2021

SENATE

Sec.

Article 2: Individual Income and Corporate
Franchise Taxes

Article 2: Income and Corporate Franchise
Taxes

Effective date: Tax years in 2021 and thereafter.

No comparable provision.

Section 6. Limitations. Increases the income
phaseout threshold and the credit amounts for the
K-12 credit for inflation for tax year 2021 and
requires the amounts to be adjusted annually for
inflation going forward.

Effective beginning in tax year 2021.

No comparable provision.

Section 7. Applications; allocations. Provides that
the current section of law pertaining to applications
and allocations for the historic structure
rehabilitation credit applies to applications received
before July 1, 2021. The credit is scheduled to
sunset after fiscal year 2021 and is extended for one
year in a later section.

Effective the day following final enactment and
applies to applications received before July 1, 2021.

No comparable provision.

Section 8. Certain allocations on pro rata basis.
Provides rules for historic structure rehabilitation
credit and grant applications received after June 30,
2021, and before July 1, 2022. Requires the State
Historic Preservation Office (SHPO) to verify
eligibility for a credit or grant and notify applicants
of eligibility. Once all applications are received and
eligibility verified, SHPO must calculate the total
amount of credits or grants and allocate them on a
pro rata basis. Allocates $14 million for credits and
grants. Certain current law provisions apply to
credits and grants issued under this section.

Effective the day following final enactment and
applies to applications received after June 30, 2021,
and before July 1, 2022.

No comparable provision.

Section 9. Credit certificates; grants. Specifies
that the current law providing that historic structure
preservation credits and grants equal the federal
credit and grant amounts do not apply to credits and
grants issued under section 7.

Effective the day following final enactment and
applies to applications received after June 30, 2021,
and before July 1, 2022.

27

Sunset. Extends the sunset date on the historic
structure credit for eight years.

Effective date: Day following final enactment.

Section 10. Different.

Extends the sunset for the historic structure
preservation credit program by one year.

Effective the day following final enactment.

No comparable provision.

Section 11. Minnesota housing tax credit.
Subd. 1. Definitions. Defines the following terms:

Agency means the Minnesota Housing Finance
Agency (MHFA).

Minnesota housing tax credit contribution fund
means the fund established in a later section.
Qualified project means a project qualifying for a
loan or grant under a later section.
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HOUSE

May 3, 2021

SENATE

Sec.

Article 2: Individual Income and Corporate
Franchise Taxes

Article 2: Income and Corporate Franchise
Taxes

Taxpayer means an individual or corporation
subject to the individual income tax, corporate
franchise tax, or insurance premiums tax.

Subd. 2. Credit allowed. Allows taxpayers to claim
a credit for contributions of at least $100 and up to
$2 million for contributions to the housing tax credit
contribution fund. The credit equals 90 percent of
the amount contributed in the taxable year. The
credit is not refundable but may be carried forward
for up to ten years. Excludes the contribution used
to claim the credit from being used to claim any
other subtraction or credit allowed under other
sections of law. Requires the credit to be allocated
according to provisions of current law for
nonresidents and part-year residents.

Subd. 3. Allocation. Allocates $10 million annually
for the credit. Allows contributions to be designated
for a specific project, but prohibits designations
disallowed in a later section. Requires the MHFA to
file a credit certificate statement with the taxpayer
and send a copy to the commissioner of revenue. If
there are insufficient amounts to match the
contribution, the MHFA must return the
contribution to the taxpayer.

Subd. 4. Partnerships; multiple owners. Requires
distribution of the credit to partners, members,
shareholders, or multiple owners of property on a
pro rata basis according to their share of the entity’s
assets or as required in organizational documents
valid as of the last day of the taxable year.

Subd. 5. Recapture. Provides that credits claimed
are not subject to recapture but that if grants or
loans are canceled or recaptured, the grant or loan is
returned to the housing tax credit contribution fund.

Subd. 6. Audit powers. Provides that the
commissioner of revenue’s audit and examination
powers apply to credits claimed under this
legislation.

Effective for tax years 2023 and 2024.

No comparable provision.

Section 12. Credit for ethanol retailers.

Subd. 1. Definitions. Defines terms applicable to
the credit:

Dealer means a person engaged in the business of
buying and selling gasoline and other petroleum
products in Minnesota.

Higher ethanol blend means gasoline blended with
ethanol that contains at least 15 percent, but not
more than 85 percent, of ethanol.

Subd. 2. Credit allowed. Allows a nonrefundable
tax credit equal to five cents per gallon of higher
ethanol blend that the dealer sells and dispenses
through metered pumps at the dealer’s service
station.

Subd. 3. Pass-through entities. Requires credits
granted or transferred to a pass-through entity to be
passed through to partners, members, shareholders,
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HOUSE

May 3, 2021

SENATE

Sec.

Article 2: Individual Income and Corporate
Franchise Taxes

Article 2: Income and Corporate Franchise
Taxes

or owners on a pro rata basis according to their
share of the entity’s assets, or as otherwise provided
in an organizational document.

Subd. 4. Sunset. Provides that the credit expires
after tax year 2030.

Effective beginning in tax year 2021.

No comparable provision.

Section 13. Minnesota housing tax credit
contribution fund.

Subd. 1. Fund created. Establishes the fund and
appropriates amounts contributed to make grants or
loans to eligible recipients.

Subd. 2. Use of funds; grant and loan program.
Permits the commissioner to award grants or loans
for multifamily and single family developments for
persons and families with low- to moderate-
incomes. Specifies the uses of loan and grant funds.
Permits the commissioner to give preference to
grants and loans to proposals that include waivers or
regulatory changes that result in identifiable cost
avoidance or cost reduction. Sets aside ten percent
of grants and loans for townships and cities outside
the metropolitan area with a population of less than
2,500. Sets aside 35 percent of the financing for
housing projects for persons and families at or
below 50 percent of the area median income, and a
separate 15 percent for housing projects for families
at or below 30 percent of the area median income.
After June 1, any remaining financing available
after these set-asides may be awarded to any
project.

Subd. 3. Eligible recipients; definitions;
restrictions; use of funds. Specifies disqualified
individuals and businesses, prohibits grants to
disqualified individuals and businesses, and requires
grant or loan recipients to disclose that the
disqualifications do not apply. Permits the
commissioner to make loans and grants to specified
entities, subject to the rules for disqualified
individuals and disqualified businesses. Except for
the initial set-asides in subdivision 2, funds must be
used for projects that serve households who meet
the income limits established for the economic
development and housing challenge program. To
qualify, a homeownership project must serve
households whose incomes were below 115 percent
of the greater state or area median income. A rental
project must serve households with incomes below
80 percent of the state or area median income.

Subd. 4. Recapture. Provides that loans or grants
made through the program are subject to repayment
or recapture. Recaptured funds are redeposited in
the fund and not returned to taxpayers who made
contributions to the fund.

Subd. 5. Report. Requires a report to the legislative
committees having jurisdiction over housing
regarding the credits, grants, and loans issued by
region.
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Effective for tax years 2023 and 2024.

No comparable provision.

Section 14. Temporary tax credit for certain
brewers, liquor retailers, and wholesalers.

Subd. 1. Definitions. Defines terms used in the
credit.

Closure or limited capacity means closed to
ingress, egress, use, and occupancy under Executive
Order 20-04 and subsequent orders, and subject to
operations and capacity limitations under Executive
Order 20-74 and subsequent orders.

Liquor spoilage means:

e for a qualified brewer, the dollar amount of
product purchased back from a liquor
wholesaler or liquor retailer and the dollar
amount of any product disposed of as
unsalable, due to closure or limited capacity;

o for a qualified retailer, the dollar amount of
product returned without reimbursement to a
liquor wholesaler or manufacturer and the
dollar amount of any product disposed of as
unsalable, due to closure or limited capacity;

o for a qualified wholesaler, the dollar amount
of product purchased back from a liquor
retailer, the dollar amount of product
returned without reimbursement to a
manufacturer and the dollar amount of any
product disposed of as unsalable, due to
closure or limited capacity.

Qualified brewer, qualified retailer, and
gualified wholesaler have the meanings given in
chapter 340A (Liquor).

Subd. 2. Credit allowed. Allows a credit equal to
the amount of liquor spoilage in a taxable year.
Requires that the amount used to claim the credit
may not be used to claim any other credit or
subtraction in the income and corporate franchise
tax chapter, and that the credit must be claimed in a
manner prescribed by the commissioner of revenue.

Subd. 3. Partnerships; multiple owners. Provides
that credits allowed to a pass-through entity must be
passed through to partners, members, shareholders,
Or owners on a pro rata basis according to their
share of the entity’s assets or as otherwise provided
in an organizational document.

Subd. 4. Credit refundable; appropriation;
administration. Provides that the credit is
refundable and appropriates an amount sufficient to
issue refunds. Provides that the tax administration
provisions under current law apply to the credit.

Effective for tax years 2020 and 2021.

28

Student loan credit.

Subd. 1. Definitions. Amends the definition of
“earned income” for the purposes of the student

No comparable provision.
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loan credit to reference the definition of “earned
income” in the marriage penalty credit.

Subd. 2. Credit allowed. Requires the Department
of Revenue to allocate the couple’s combined
adjusted gross income to each individual spouse
based on the spouse’s percentage share of the
couple’s earned income.

Subd. 3. Credit refundable; appropriation.
Makes the credit refundable, meaning a taxpayer
who is eligible for a credit in excess of the
taxpayer’s liability would receive the excess amount
as a refund.

Effective date: Tax years in 2021 and thereafter.

29

Credit allowed; parents of stillborn children.
Modifies the credit for parents of stillborn children
to provide that it is allowed to an “eligible
individual”(defined in section 2) and to eliminate
the test that allows the credit based on who would
have qualified to claim the stillborn child as a tax
dependent. In addition, apportionment of the credit
for nonresidents is eliminated. A nonresident who is
an eligible individual (e.g., the nonresident spouse
of a Minnesota resident member of the military)
would be allowed the full credit. Apportionment
would continue for part-year residents—that is,
individuals who move into or out of the state during
the tax year based on the percentage of their income
that is derived from Minnesota sources.

Effective date: Retroactive to tax year 2016
(original effective date of the credit).

No comparable provision.

30

Definitions. Establishes new definitions for the
credit in section 29 for “certificate of birth,”
“eligible individual,” and “stillbirth.” These
definitions clarify the documentation and eligibility
requirements for the credit, including for situations
where the individual who gave birth is not listed as
a parent on the birth certificate.

Effective date: Retroactive to tax year 2016
(original effective date of the credit).

No comparable provision.

31

Definitions; individual AMT. Modifies the
definition of alternative minimum taxable income to
reflect the additions and subtractions established in
the bill.

Effective date: Based on effective dates of
underlying provisions.

No comparable provision.

32

Controlled foreign corporations. For purposes of
applying the unitary taxation rules, a controlled
foreign corporation (CFC) is deemed to be a
domestic corporation if the domestic shareholder of
a CFC is required to include GILTI in their gross
income and the CFC is a member of the unitary
group. Establishes administrative provisions
relating to accounting and currency conversions.

Effective date: Tax years in 2021 and thereafter.

No comparable provision.

Page 14




Comparison of House File 991, Second Engrossment/House File 991, First Unofficial Engrossment

HOUSE

May 3, 2021

SENATE

Sec.

Article 2: Individual Income and Corporate
Franchise Taxes

Article 2: Income and Corporate Franchise
Taxes

33

Worldwide election. Allows members of a
combined group that includes a CFC deemed to be a
domestic corporation under section 1 to elect
worldwide combined reporting (i.e. use the
worldwide income and apportionment factors of
each member of the unitary group). The worldwide
election would be binding for a period of ten years.

Effective date: Tax years in 2021 and thereafter.

No comparable provision.

34

Withdrawal; reinstitution. Allows withdrawal
after the ten-year period in section 2 and provides
for an early withdrawal from the worldwide election
for an extraordinary hardship due to a change in
circumstances. A withdrawal or failure to withdraw
is binding for ten years. This section also provides
for a reinstitution of a withdrawal due to hardship.

Effective date: Tax years in 2021 and thereafter.

No comparable provision.

35

Controlled foreign corporations. Clarifies an
existing provision of law related to the treatment of
subpart F income as dividend income.

Effective date: Day following final enactment.

No comparable provision.

36

Previously taxed deferred foreign income. Treats
the addition for previously taxed deferred foreign
income in section 15 as dividend income.

Effective date: Tax years in 2021 and thereafter.

No comparable provision.

37

Withholding by partnerships. Provides an
exception to the withholding rules for partners in a
partnership that elects to file and pay the pass-
through entity tax in section 7.

Effective date: Tax years in 2021 and thereafter.

Article 1, section 5. Same.

38

Withholding by S corporations. Provides an
exception to the withholding rules for shareholders
in an S corporation that elects to file and pay the
pass-through entity tax in section 7.

Effective date: Tax years in 2021 and thereafter.

Article 1, section 6. Same.

39

Income. Modifies the definition of income for
purposes of the property tax refund to reflect the
addition in section 12.

Effective date: Tax years in 2021 and thereafter.

No comparable provision.

40

Film production credit. Allows a tax credit for the
premium tax for the film credit certified in section
5. Unused credits may be carried over for five years.

Effective date: Tax years 2021 through 2024.

No comparable provision.

41

Clarification of section 179 expensing
conformity. Eliminates the state addition for the
portion of the federal section 179 subtraction arising
from a federal section 179 carryover, for property
placed in service prior to tax year 2020.

Effective date: Retroactive to tax year 2020 and
thereafter.

Article 1, section 7. Same.
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42

Repealer. Repeals the following unnecessary or
duplicative provisions relating to the taxation of
GILTI and deemed repatriation:

e The definition of “deferred foreign income”

e The addition for the special federal
deductions for GILTI and deemed
repatriation

Effective date: Retroactive to tax year 2016 and
thereafter.

Repeals the current definition of “resident trust”
which is updated in section 9.

Effective date: Tax year 2020 and thereafter.

No comparable provision.

Sec.

Article 3: Partnership Audits

Article 7: Partnership Audits

Enforcement; administrative order; penalties;
cease and desist. Conforming change.

Effective date: When effective for federal purposes.

Section 1. Same.

Individual income, fiduciary income, mining
company, corporate franchise, and
entertainment taxes. Conforming change.

Effective date: When effective for federal purposes.

Section 2. Same.

Erroneous refunds. Conforming change.
Effective date: When effective for federal purposes.

Section 3. Same.

Federal tax changes. Conforming change.
Effective date: When effective for federal purposes.

Section 4. Same.

Failure to report change or correction of federal
return. Conforming change; allows prepayment of
estimated tax.

Effective date: When effective for federal purposes.

Section 5. Same.

Report made of change or correction of federal
return. Conforming change.

Effective date: When effective for federal purposes.

Section 6. Same.

Incorrect determination of federal adjusted
gross income.

Conforming change.
Effective date: When effective for federal purposes.

Section 7. Same.

Definitions relating to federal adjustments.
Amends Minn. Stat. ch. 289A, by adding Minn.
Stat. § 289A.381, which contains various
definitions relating to the reporting of federal
adjustments, and federal adjustments to partnership
returns.

Incorporates MTC proposed language regarding
negative adjustments in the definition of "federal
adjustment.”

Effective date: When effective for federal purposes.

Section 8. Similar. Definitions are the same except
for the definition of “federal adjustment” in
subdivision 7. Senate language does not MTC
language regarding positive and negative
adjustments.

Reporting adjustments following a partnership
level audit. This section provides the substantive

Section 9. Similar. Provisions are the same except
for reporting and payment requirements for
partnerships and tiered partners under subdivision 2.
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Article 3: Partnership Audits

Article 7: Partnership Audits

provisions related to the state response to federal
partnership audits.

Subd. 1. State partnership representative. Allows
a partnership to designate a state representative for
the partnership, otherwise, the federal representative
is the state representative.

Subd. 2. Reporting and payment requirements
for partnerships and tiered partners. Except for
partnerships electing the partner pay option and
negative adjustments, requires reporting of federal
adjustments with the state and direct partners within
90 days of the final determination date. Within 180
days of a final adjustment, direct partners other than
tiered partners must file a federal adjustments report
of their distributive share of federal adjustments and
pay any additional tax due.

Subd. 3. Election; partnership or tiered partners
pay. Allows audited partnerships the election to pay
tax at the entity level. Within 180 days of the final
adjustment, a partnership must report the residency
status of all direct partners and pay tax on the
properly allocated and apportioned share of all
income at the highest marginal rate for its individual
and corporate direct and tiered partners.

Subd. 4. Tiered partners and indirect partners.
Requires that direct and indirect tiered partners of
an audited partnership are subject to the reporting
and payment requirements and may also elect to pay
their tax at the entity level.

Subd. 5. Effects of election by partnership or
tiered partner and payment of amount due.
Provides that the election under subdivision 3 is
irrevocable. Deems partnership paid taxes to be paid
in lieu of tax paid by the direct and indirect partners.

Subd. 6. Failure of partnership or tiered partner
to report or pay. Allows the commissioner to
assess direct or indirect partners for taxes owed if a
partnership or tiered partner fails to timely report or
pay as required.

Effective date: When effective for federal purposes.

Senate language does not include reference to
negative federal adjustments.

10

Consent to extend statute. Conforming change.
Effective date: When effective for federal purposes.

Section 10. Same.

11

Penalty for failure to notify of federal change.
Conforming change.

Effective date: When effective for federal purposes.

Section 11. Same.

12

Partners, not partnership, subject to tax.
Conforming change.

Effective date: When effective for federal purposes.

Section 12. Same.

13

Time limit for bad debt refund. Conforming
change.

Effective date: When effective for federal purposes.

Section 13. Same.

14

Time limit for a bad debt deduction. Conforming
change.

Effective date: When effective for federal purposes.

Section 14. Same.

Page 17




Comparison of House File 991, Second Engrossment/House File 991, First Unofficial Engrossment May 3, 2021
HOUSE SENATE
Sec. Article 3: Partnership Audits Article 7: Partnership Audits
15 |Repayment procedures. Conforming change. Section 15. Same.
Effective date: When effective for federal purposes.
Sec. Article 4: Sales and Use Taxes Article 3: Sales and Use; Excise Taxes
Article 13, section 2. Similar. House language Section 1. Additional revenues; priority.
does not include a change to the budget reserve Increases budget reserve account amount to $2.377
account amount. House also provides for reduction |billion. Requires, for a November forecast only, a
in June accelerated remittance requirement for transfer to reduce the percentage of June accelerated
cigarette or tobacco products taxes under section sales tax liability payments under section 298A.20
297F.09 and for alcoholic beverage taxes under until the percentage equals zero.
section 297G.09. Effective July 1, 2021.
Article 13, section 5. Similar. House language Section 2. Sales and use tax. Adds a cross-
also makes technical changes deleting references to |reference to the reduced percentage amount
past fiscal years (see paragraph (c)). calculated in section 1 to the June accelerated
remittance requirement. Provides that the June
accelerated remittance requirement expires after the
percentage remitted is reduced to zero.
Effective July 1, 2021.
1 Season ticket purchasing rights to collegiate No comparable provision.
events. Excludes the extra price paid to sitin a
“preferred viewing location” for season tickets to a
college sporting event from the taxable sales price
of the ticket, provided the following criteria is met:
e the underlying ticket price must be at least
as high as the highest ticket price for the
surrounding seats, not in a preferred viewing
location;
e the extra price must be separately stated; and
e the revenue from the extra price must go
entirely to support student scholarships,
student wellness, and academic costs.
Effective for sales and purchases made after June
30, 2021.
2 Fund-raising sales by or for nonprofit groups. Section 3. Same.
Exempts the sales made by school-associated
student groups even when the money is recorded as
part of school district revenues provided that:
e the sales are for fund-raising purposes of
elementary or secondary student
organizations for the purposes of funding
extracurricular activities such as sports, arts,
etc.; and
e the school district reserves the revenue
raised for extracurricular activities and the
money raised for a specific activity is spent
on that activity.
This provision restores this exemption that was in
place prior to a change made in the 2019 omnibus
education bill.
Effective the day after final enactment.
3 Prepared food used by certain nonprofits. No comparable provision.

Exempts nonprofit organization’s purchase of
prepared food when the food is purchased under
contract to fulfill its charitable mission of food
provision through the federal Child and Adult Care
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Food Program or the federal Summer Food Service
Program to unaffiliated sites.

Effective for sales and purchases made after June
30, 2021.

Construction; certain local government facilities.
Extends by one year the sales tax exemption on
materials and supplies used in and equipment
incorporated into construction of a fire station and
police station in the city of Minnetonka, provided
the purchases occur after June 30, 2020, and before
January 1, 2022.

Effective the day following final enactment.

No comparable provision.

Public safety facilities. Provides an exemption for
supplies and materials used in and equipment
incorporated into construction, remodeling,
improvement, or expansion of fire and police
stations, including their related facilities, owned by
a local government.

Effective for sales and purchases made after June
30, 2021.

Section 4. Same.

Tax collected. Requires the upfront payment of the
tax on items exempt under section 5.

Effective for sales and purchases made after June
30, 2021.

Section 5. Same.

Refunds; eligible persons. Requires the local
government that owns the police or fire station to
apply for a refund of tax paid on the exempt items
under section 5.

Effective for sales and purchases made after June
30, 2021.

Section 6. Same.

Application. Requires the contractor,
subcontractor, or builder to provide the local
government with information sufficient to file for
the refund of tax paid for the exemption provided
under section 5.

Effective for sales and purchases made after June
30, 2021.

Section 7. Same.

City of Melrose; sales tax construction
exemption. Extends the exemption for construction
materials used in the reconstruction and recovery of
properties destroyed by the September 8, 2016, fire.
The exemption will expire on July 1, 2023.

Effective the day following final enactment.

No comparable provision.

10

City of Alexandria; properties destroyed or
damaged by fire. Provides a sales tax exemption
for the following items used to repair, replace, clear,
or otherwise remediate damage caused by a fire in
the city of Alexandria if sales and purchases are
made after February 24, 2020, and before February
28, 2023:

e construction materials and supplies used in
and equipment incorporated into the
construction or replacement of real property;
and

No comparable provision.
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e durable equipment used in a restaurant for
food storage, preparation, and serving.

Also provides an exemption for cleaning and
disinfecting services relating to smoke damage
mitigation for sales and purchases made after
February 24, 2020, and before January 1, 2021.

This section is effective the day following final
enactment and is retroactive to sales and purchases
made after February 24, 2020.

11

City of Buffalo; sales tax exemption for
construction materials. Provides a construction
materials exemption for a new fire station in the city
of Buffalo, provided the purchases occur after
March 31, 2020, and before July 1, 2021. Any
refunds due must be issued after June 30, 2021.
Appropriates the amount necessary to issue refunds
to the commissioner of revenue.

Effective retroactively and applies to sales and
purchases made after March 31, 2020, and before
July 1, 2021.

No comparable provision.

12

City of Hibbing; sales tax exemption for
construction materials. Provides a construction
materials exemption for the following projects in
the city of Hibbing, provided the purchases occur
after May 1, 2019, and before January 1, 2025:

e the addition of an early childhood family
education center to an elementary school;
and

e improvements to the athletic facility in ISD
No. 701.

Any refunds due must be issued after June 30, 2021.
Appropriates the amount necessary to issue refunds
to the commissioner of revenue.

Effective retroactively and applies to sales and
purchases made after May 1, 2019, and before
January 1, 2025.

No comparable provision.

13

City of Maplewood; sales tax construction
exemption. Provides a construction materials
exemption for a new fire station and emergency
management center in the city of Maplewood,
provided the purchases occur after September 30,
2020, and before July 1, 2021.

Any refunds due must be issued after June 30, 2021.
Appropriates the amount necessary to issue refunds
to the commissioner of revenue.

Effective retroactively and applies to sales and
purchases made after September 30, 2020, and
before July 1, 2021.

No comparable provision.

14

City of Marshall; sales tax exemption for
construction materials. Provides a construction
materials exemption for the remodeling of an
elementary school building in the city of Marshall,
provided the purchases occur after May 1, 2019,
and before January 1, 2022. Any refunds due must
be issued after June 30, 2021. Appropriates the

No comparable provision.
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amount necessary to issue refunds to the
commissioner of revenue.

Effective retroactively and applies to sales and
purcha