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Motor Vehicle Sales Tax
The motor vehicle sales tax has become a key transportation funding source following passage of a 2006
constitutional amendment dedicating its revenue. Fiscal year 2015 revenue totaled $694.3 million,
distributed 60 percent to state and local highway systems and 40 percent to transit.
MVST imposition

The motor vehicle sales tax, or MVST, is a 6.5 percent tax applied to the sale of
new and used motor vehicles based on the purchase price. It is imposed instead of
the state general sales tax. Some older automobiles as well as collector’s vehicles
have flat tax rates instead. Minn. Stat. §§ 297B.02, 297B.025. MVST is collected
by auto dealers at the time of sale or by registrars when the vehicle is registered (for
private sales).

Historical allocations Historically, MVST revenue had been allocated both to the state’s general fund and
to transportation purposes, with periodic changes and suspension in the amount
provided to transportation. A series of legislative changes from 2000 to 2003
resulted in increased MVST revenue distributed to roads and transit. (However, the
modifications essentially served to offset reductions in other funding sources, like
the general fund, rather than to substantially increase transportation funding.)
Changes connected to MVST reallocations during this time included:
•
•
The 2006
constitutional
amendment

placing caps on the amount of registration taxes (tab fees) collected on
motor vehicles (which were subsequently removed in 2008); and
eliminating local property taxes as a key funding source for Twin Cities
metropolitan area transit operations.

At the 2006 general election, voters approved a constitutional amendment
dedicating all MVST revenue to transportation purposes. The constitutional
language established a floor for allocation to transit and a ceiling for allocation to
roads. It required that:
•
•

“not less than 40 percent” go to public transit assistance; and
“no more than 60 percent” of the revenue go to the Highway User Tax
Distribution (HUTD) fund, which in turn is constitutionally dedicated to
state and local highways. Minn. Const. art. XIV, § 13.

The amendment also specified a phase-in period for shifting revenue from the
state’s general fund to transportation; this occurred over fiscal years 2008 to 2012.
MVST allocation

Within the constitutional limits, the legislature can by statute set the division
between highways and transit. Legislation passed in 2007 allocated MVST
revenue for the phase-in period and after. Minn. Stat. § 297B.09. It was
temporarily modified in 2009 by shifting additional funds from highways to transit

for fiscal years 2010 and 2011 only (which was designed to help offset reductions
in transit funding from the general fund).
Since fiscal year 2012 (at completion of the phase-in), revenue is distributed:
•
•
Revenue

60 percent to highways (via the highway user tax distribution fund); and
40 percent to transit, which consists of 36 percent for the Twin Cities
metropolitan area and 4 percent for Greater Minnesota.

The following chart summarizes historical revenue and distribution. One feature of
note is that while the phase-in over fiscal years 2008-2012 increased transportation
funding, the net increase was impacted by reduced MVST collections.
MVST Revenue History
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Additional funds for transportation purposes attributable to the MVST
constitutional amendment (assuming no other changes to the allocation that had
been in effect) amount to an estimated $1.63 billion over fiscal years 2008 to 2015.
There has been an equivalent reduction in revenue to the general fund. Attributable
funding is summarized in the table below.
Est. Transportation Funding from the Constitutional Amendment
HUTD fund
Metropolitan transit
Greater Minnesota transit
Total

FY 2008-15
$969.8
558.8
101.1
1,629.7

Note: Amounts are in millions.

For more information: See the House Research publications Motor Vehicle Sales Tax Chronology, August
2009, and Highway Finance, February 2016.
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