
H.F. No. 95, as introduced - 86th Legislative Session (2009-2010) [09-0433]

A bill for an act1.1
relating to taxation; income; creating a health insurance premium credit;1.2
proposing coding for new law in Minnesota Statutes, chapter 290; repealing1.3
Minnesota Statutes 2008, sections 62U.071; 275.76.1.4

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:1.5

Section 1. [290.0678] HEALTH INSURANCE PREMIUMS CREDIT.1.6

Subdivision 1. Credit allowed. (a) An individual is allowed a credit against the1.7

tax due under this chapter equal to 20 percent of the health insurance premiums paid1.8

from a plan under section 125 of the Internal Revenue Code. The credit is allowed only1.9

for premiums paid after the individual has not had coverage under a health care plan1.10

for at least one year, and is allowed only for the first 12 months in which an individual1.11

participates in the Section 125 Plan.1.12

(b) For a nonresident or part-year resident, the credit determined under this section1.13

must be allocated based on the percentage calculated under section 290.06, subdivision1.14

2c, paragraph (e).1.15

Subd. 2. Limitations. The credit is allowed only for individuals with household1.16

income for the taxable year between:1.17

(1) 275 percent and 300 percent of the federal poverty guidelines for the applicable1.18

family size if the individual has dependents; or1.19

(2) 200 percent and 275 percent of the federal poverty guidelines for the applicable1.20

family size if the individual has no dependents.1.21

Subd. 3. Definitions. For purposes of this section, "household income" means1.22

income as defined in section 290.067, subdivision 2a, and "dependent" has the meaning1.23

given in section 152 of the Internal Revenue Code.1.24
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Subd. 4. Statement of premiums paid. Each employer must provide to each2.1

employee a statement that shows the amount of health insurance premiums paid from the2.2

Section 125 Plan for each month of the taxable year. The employer must provide the2.3

statement to the employee at the same time as the annual written statement of wages paid2.4

as required under section 289A.09, subdivision 2.2.5

EFFECTIVE DATE. This section is effective for taxable years beginning after2.6

December 31, 2008, for premiums paid in January 2009 and thereafter.2.7

Sec. 2. REPEALER.2.8

(a) Minnesota Statutes 2008, section 62U.071, is repealed.2.9

(b) Minnesota Statutes 2008, section 275.76, is repealed.2.10

EFFECTIVE DATE. Paragraph (a) is effective the day following final enactment.2.11

Paragraph (b) is effective retroactively from July 1, 2008.2.12

Sec. 2. 2



APPENDIX
Repealed Minnesota Statutes: 09-0433

62U.071 HEALTH INSURANCE CREDIT.
Subdivision 1. Definitions. (a) For purposes of this section, the following terms have

the meanings given them.
(b) "Commissioner" means the commissioner of commerce.
(c) "Employee" means an employee currently on an employer's payroll other than a retiree

or disabled former employee.
(d) "Employer" means a person, firm, corporation, partnership, association, business trust,

or other entity employing one or more persons, including a political subdivision of the state, filing
payroll tax information on such employed person or persons.

(e) "Section 125 Plan" means a cafeteria or premium-only plan under section 125 of
the Internal Revenue Code that allows employees to pay for health insurance premiums with
pretax dollars.

(f) "Small employer" means an employer with two to 50 employees.
Subd. 2. Tax credits allowed; generally. (a) Upon application, the commissioner shall

allow tax credits to eligible small employers as incentives for the employers to provide Section
125 Plans or to encourage their employees to participate in existing Section 125 Plans. The
applications for the credits must be made in the form and manner and at the times prescribed
by the commissioner.

(b) The credits allowed under this section must not exceed the liability for tax paid by the
employer. The liability for tax includes tax paid by the employer under chapter 290, ad valorem
property tax on property used in the conduct of their trade or business, and the insurance premiums
tax under chapter 297I. The commissioner must verify that the amount of the credit paid under
this section does not exceed the employer's liability for tax paid in the previous calendar year.

Subd. 3. Establishment credit. (a) The commissioner shall pay a tax credit to eligible
small employers that establish Section 125 Plans to the extent that credit authority is available
under subdivision 5 for the fiscal year. An eligible small employer is eligible for a credit under
this subdivision only once.

(b) To be eligible for a credit, a small employer must:
(1) not have offered health insurance to employees through a group health insurance plan,

as defined in section 62A.10, or through a self-insured plan, as defined in section 62E.02, in the
12 months before applying for a tax credit under this subdivision;

(2) have established a Section 125 Plan within 90 days before applying for a tax credit
under this subdivision, and must not have offered a Section 125 Plan to employees for at least a
nine-month period before the establishment of the Section 125 Plan under this subdivision; and

(3) certify to the commissioner that the employer has established a Section 125 Plan and
meets the requirements of section 62U.07, subdivisions 2 and 3.

(c) The amount of the credit under this subdivision equals the lesser of:
(1) the employer's actual cost to establish the Section 125 Plan; or
(2) $350.
Subd. 4. Participation credit. (a) The commissioner shall pay a tax credit to eligible

small employers with Section 125 Plans. The amount of the credit equals the least of the
following amounts:

(1) 50 percent of the amount the employer spends during the calendar year for incentives
to encourage participation by the employer's nonparticipating employees in the employer's
Section 125 Plan;

(2) $200 for each nonparticipating employee who begins participating in the employer's
Section 125 Plan; or

(3) the amount of credit certificates the employer received for the calendar year.
(b) An eligible employer is a small employer that:
(1) offers a Section 125 Plan to its employees;
(2) has five percent or more of its employees not participating in the Section 125 Plan

during the quarter prior to the application for the tax credit; and
(3) pays average compensation to its nonparticipating employees of no more than the

maximum annual income of an individual who is eligible to participate in the MinnesotaCare
program under chapter 256L.

(c) For purposes of this subdivision, "incentives to encourage participation" includes
paying an increased employer share of the premium or other costs of the insurance, contributing to
the employee's health savings account, or taking other measures that the commissioner considers
likely to foster higher rates of participation; and "nonparticipating employee" means an employee
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who is not participating in the Section 125 Plan, and who is not otherwise covered by health
insurance other than MinnesotaCare.

Subd. 5. Credits and credit certificates. (a) The commissioner may transfer all or part
of the appropriation provided in section 62U.07, subdivision 4, to provide tax credits under
subdivision 3. The commissioner shall allow tax credits under subdivision 3 to applicants on a
first-come first-served basis and the maximum amount of credits allowed for each fiscal year is
limited to the amount transferred from the appropriation provided in section 62U.07, subdivision
4. If applications for credits exceed the allowance for the fiscal year, the commissioner shall hold
the applications and award the credits from the amount appropriated for that purpose in the next
fiscal year. If the commissioner does not transfer any of the appropriation provided in section
62U.07, subdivision 4, no tax credits are allowed under subdivision 3.

(b) Upon application, the commissioner shall award credit certificates to eligible
employers for credits under subdivision 4. The maximum amount of credit certificates is limited
to $730,000 per fiscal year. The commissioner shall award the certificates to eligible employers
on a first-come first-served basis, and certificates will apply to the calendar year in which the
employer intends to provide incentives for nonparticipating employees to begin participating in
the employer's Section 125 Plan. No employer may be awarded more than $5,000 in credit
certificates. Following the close of the calendar year, employers who have been awarded
certificates must report to the commissioner on the amount spent for incentives to encourage
participation by nonparticipating employees, and the number of nonparticipating employees who
became participating employees, and the commissioner must allow the appropriate credit amount
as provided in subdivision 4, paragraph (a).

(c) The commissioner may transfer credit authority between the authorizations in
paragraphs (a) and (b) based on the applications for the credits under subdivisions 3 and 4 or on
other factors so that in the commissioner's opinion the allocation between the two credits will
provide a more effective incentive to expand health care coverage.

Subd. 6. Appropriation. The amount necessary to award credits under subdivision 5,
paragraph (b), is appropriated from the general fund to the commissioner of commerce in fiscal
year 2009.

275.76 MAINTENANCE OF EFFORT AND MATCHING REQUIREMENTS
SUSPENDED.

Notwithstanding any law to the contrary, all maintenance of effort and matching fund
requirements for counties, including, but not limited to, those under sections 116L.872, 119B.11,
134.34, 145.882, 145A.131, 242.39, 245.4835, 245.714, 254B.02, 254B.03, 256B.0625, 256F.10,
and 256F.13, are suspended for the taxes payable years that levy limits are in effect.
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