
19.0535.02000 FISCAL NOTE
Requested by Legislative Council

02/05/2019

Amendment to: HB 1545

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues

Expenditures

Appropriations

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political  
subdivision.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

Engrossed HB 1545 requests consideration of an interim study to determine alternative funding mechanisms to 
replace property taxes.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

If enacted, engrossed HB 1545 will have no fiscal impact.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.



Name: Kathryn Strombeck

Agency: Office of Tax Commissioner

Telephone: 701.328.3402

Date Prepared: 02/07/2019



19.0535.01000 FISCAL NOTE
Requested by Legislative Council

01/14/2019

Bill/Resolution No.: HB 1545

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
levels and appropriations anticipated under current law.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues

Expenditures

Appropriations

1 B. County, city, school district and township fiscal effect: Identify the fiscal effect on the appropriate political  
subdivision.

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

Counties

Cities

School Districts

Townships

2 A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the provisions 
having fiscal impact (limited to 300 characters).

HB 1545 provides a property tax credit for an owner's primary residence. The county revenue reduction associated 
with this credit will be made up with an income tax surtax.

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which have fiscal  
impact. Include any assumptions and comments relevant to the analysis.

Section 1 of HB 1545 provides for a residential property tax credit for a taxpayer's primary residence, beginning with 
2019 property taxes (due January 2020).

Section 5 of HB 1545 creates a county-specific income tax surtax equal to the amount of residential property tax 
credits that exist within that county. This surtax will be imposed equally against each return filed within that county 
including corporations, to the extent corporations can be assigned to a county. The income tax provisions of HB 
1545 become effective beginning with tax year 2020; these returns will be filed through October 2021, which may be 
problematic with reimbursing county revenue earlier in 2020.

Overall, this provisions of HB 1545 are expected to be revenue-neutral, with each county having various amounts of 
residential property tax credits based on primary residence ownership within that county. Similarly, each county 
would receive make up revenue from an income tax surtax imposed across all returns filed within that county.

While revenue-neutral overall, it appears there may be some timing issues that could occur, resulting in a lack of 
surtax revenue to reimburse counties for the first year after implementation.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund 
affected and any amounts included in the executive budget.



B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line item, and 
fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund 
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether 
the appropriation or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

Name: Kathryn Strombeck

Agency: Office of Tax Commissioner

Telephone: 701.328.3402

Date Prepared: 01/29/2019
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☐ Subcommittee 

☐ Conference Committee 

 

Committee Clerk:  Mary Brucker 

 

Explanation or reason for introduction of bill/resolution: 

 
A bill relating to a property tax credit for property used as a primary residence and a surtax 
on income; relating to the homestead tax credit for special assessments, townhouse 
property, abatement actions, and mobile home exemptions; and relating to the property tax 
exemption for disabled persons, the homestead tax credit, and the property tax credit for 
disabled veterans.   
 

Minutes:                                                 Attachments 1-4 

 
Vice Chairman Grueneich:  Opened hearing on HB 1545. 
 
Representative Ertelt:  Introduced bill.  Distributed written testimony, see attachments 1-4.  
Ended testimony at 8:58. 
 
Vice Chairman Grueneich:  How would we get that distributed to the counties? 
 
Representative Ertelt:  The property tax owner would apply for this property tax credit or 
certify they are eligible for it by showing they are a resident of the home.  You could apply 
the same to the expansion by the amendment if you were to apply to all property, just that 
you’re an owner of that property.  The county auditor would be collecting all the information 
and claims for the property tax credit.  They would send that information to the tax 
commissioner which would be reviewed and certified that it is correct.  The state treasurer 
would then transfer funds from the income surtax to the county treasurer for disbursement to 
the county.  The income surtax would be calculated by how much property tax credit is 
claimed then dividing it by the number of income taxpayers in that county.  The income surtax 
would be flatly applied to all income taxpayers if it was just the primary residence you’re 
considering then it’s just the individual, but if it’s all property then it’s both individual and 
corporate.   
 
Vice Chairman Grueneich:  The process sounds complicated and there are a lot of moving 
parts.  Where is the Association of Counties in this?  It sounds like the auditor’s role is going 
to be expanded.   
 
Representative Ertelt:  In regard to this property tax credit yes it would be.   
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Representative B. Koppelman:  A surtax is simply an income tax? 
 
Representative Ertelt:  It is applied to the income but it’s a surtax in regard because it’s a 
county by county…it’s not equally distributed across the state.  Initially when I was drafting 
this legislation it was just equally applied across the state but that would have resulted in a 
shift because counties with a higher property tax burden per capita would be shifting that 
across the state to lower it.  I didn’t want that to occur.  This would put it on a county by 
county basis.  It is a tax on income but it is not a direct income tax.   
 
Representative B. Koppelman:  They would continue to value your home then divide that 
against all the taxable income in the state which would determine the rate paid? Your rate 
over time would continue to fluctuate based on how big of a pot of money it took to satisfy 
the county’s assessment that would normally be charging property tax against your home? 
 
Representative Ertelt:  Yes.  You said it would be applied across the state but it’s county 
by county.   
 
Representative B. Koppelman:  One county could have a 2% and another county could 
have a 3% depending on how high of taxation they do on property tax.  If we use the 
provisions of our income tax system to determine taxable income, then every change we 
make to the income tax system we would then have the consequence of the locals every 
time we did that.  How would the unintended consequences be when you’re doing state policy 
on the income tax system? 
 
Representative Ertelt:  It most definitely would have impact on how we collect income tax 
at the state level and our policies.  It would encourage some of the ideas we heard this 
morning looking at a flat income tax because then it would be more evenly applied to all the 
citizens across the state.   
 
Representative Trottier:  If you were a land rich county, such as Steele County, but they 
have the poorest income wise in the state, wouldn’t that greatly increase the taxes on the 
ones that are paying income tax now? 
 
Representative Ertelt:  The bill simply shifts that tax to the same taxpayers not applied as 
a property tax but as a surtax on income.  The premise is property ownership; do we own 
property or don’t we.  Income is a measure of exchange and economic wealth.  There could 
be confusion that this would cause an increase but it’s revenue neutral in the amendments.  
It shifts it to the same taxpayer on their income versus on their property.   
 
Representative Hatlestad:  This bill wouldn’t give me property tax, income tax, or surtax 
then who would pay my bill? 
 
Representative Ertelt:  The surtax is on the income so I believe it will still be applied.  You’re 
referring to tax liability.   
 
Representative Mitskog:  If somebody chooses to live in a modest house who has higher 
wealth, would that be fair? 
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Representative Ertelt:  It is not fair to anyone and that is the premise here.  Any property 
ought not to be taxed because it is not a measure of wealth.  It is only in the exchange in 
property that economic wealth can be measured. 
 
Representative Mitskog:  Wouldn’t they be paying more? 
 
Representative Ertelt:  That is correct.  It is possible that individual taxpayers may see an 
increase or decrease but across that county it would be neutral.  Our choices have tax 
implications.  This bill would drive some change in behavior because property is then less 
encumbered and people can store this accumulated wealth in their homes.  This fluctuation 
from year to year can happen but it is not unlike what we see with property tax today.  I don’t 
know if people pay more attention to property or income taxes but it has a tendency to be 
more visible to them to see that they are taking home less out of their paycheck because it’s 
not at the time they are receiving their income but later in the year.   
 
Representative Mitskog:  I live on a border city where some people earn their income in 
Minnesota while residing in North Dakota.  They pay Minnesota state income tax.   
 
Representative Ertelt:  I don’t know exactly how that would be applied but I believe you 
would be paying some income tax in North Dakota.  
 
Vice Chairman Grueneich:  Regardless if you live in North Dakota and work in Minnesota 
you’re still going to pay taxes in North Dakota and that’s how your property taxes would be 
assessed.   
 
Representative Ertelt:  I believe so.  That was the intention for sure.  The tax department 
could clarify that.  We already recognize with homestead tax credit that people ought to live 
and stay in their homes.  This is just a full recognition of that.   
 
Vice Chairman Grueneich:  Is there further testimony in support?  Is there any opposition?  
Are there any questions for the tax department?   
 
Representative Mitskog:  Can you explain what happens if you earn income in Minnesota 
while living in North Dakota? 
 
Joe Becker, Tax Department:  To pick that apart a little, income from Minnesota certain 
income wouldn’t be taxed due to a reciprocity agreement.  If you have land or a business in 
Minnesota, then Minnesota will tax that portion but you’ll get a credit for that in your North 
Dakota return because you live here.  It’s possible that none of the income would be taxed 
depending on its nature but as a resident you would still file your return with us.   
 
Representative B. Koppelman:  The reciprocity agreement says to pay the North Dakota 
taxes you owe then if the Minnesota tax has a higher liability for your income you would pay 
the difference to them.  If this is done right where the surtax is sent in with your income tax 
that you pay the state, would it reduce your liability in Minnesota because you’ve now paid 
more income into North Dakota between state and county? 
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Joe Becker:  Regarding the reciprocity agreement that stands on its own.  The only situation 
is if an individual lives here, travels back and forth, and is an employee in another state then 
they don’t have to pay anything in Minnesota, they’ll pay it in North Dakota.  If we have a 
situation of a taxpayer who lives here owns a business or land that is generating income in 
Minnesota, then Minnesota will tax that.  We will also tax that in full but then we will subtract 
a credit equivalent to what we would have gotten on that income.  The way this is drafted I’m 
assuming the surtax item would be a separate item unto itself.  Sitting there that will generate 
the funds that are supposed to go back to the county.  I don’t think other things going on in 
the return will affect that line item, I think that’s a separate line item.   
 
Vice Chairman Grueneich:  Would mills play a factor in there?  How would that affect the 
state?  Does the county distribute the money back to us? 
 
Joe Becker:  My understanding of this is that what you would have paid in property taxes 
within a county the dollar amount is to be divided up amongst all the income tax filers within 
the county.  That dollar amount goes on that line on the tax return as the surtax which is the 
number that is aggregated to determine how much money has to go back.   
 
Vice Chairman Grueneich:  Is there anything further?  Closed hearing.    
 

































2019 TESTIMONY 

HB 1545 


































	House Finance and Taxation
	Senate Finance and Taxation
	Testimony

