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CHAPTER 290
INCOME AND EXCISE TAXES
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290.01 DEFINITIONS.
[For text of subds 1 to 18, see M.S.1990]

Subd. 19. Net income. The term “net income™ means the federal taxable income,
as defined in section 63 of the Internal Revenue Code of 1986, as amended through the
date named in this subdivision, incorporating any elections made by the taxpayer in
accordance with the Internal Revenue Code in determining federal taxable income for
federal income tax purposes, and with the modifications provided in subdivisions 19a
to 19f.

In the case of a regulated investment company or a fund thereof, as defined in sec-
tion 851(a) or 851(h) of the Internal Revenue Code, federal taxable income means
investment company taxable income as defined in section 852(b)(2) of the Internal Rev-
enue Code, except that:

(1) the exclusion of net capital gain provided in section 852(b)(2)(A) of the Inter-
nal Revenue Code does not apply; and

(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal
Revenue Code must be applied by allowing a deduction for capital gain dividends and
exempt-interest dividends as defined in sections 852(b)(3)(C) and 852(b)(5) of the
Internal Revenue Code.

The net income of a real estate investment trust as defined and limited by section
856(a), (b), and (c) of the Internal Revenue Code means the real estate investment trust
taxable income as defined in section 857(b)(2) of the Internal Revenue Code.

The Internal Revenue Code of 1986, as amended through December 31, 1986,
shall be in effect for taxable years beginning after December 31, 1986. The provisions
of sections 10104, 10202, 10203, 10204, 10206, 10212, 10221, 10222, 10223, 10226,
10227, 10228, 10611, 10631, 10632, and 10711 of the Omnibus Budget Reconciliation
Act of 1987, Public Law Number 100-203, the provisions of sections 1001, 1002, 1003,
1004, 1005, 1006, 1008, 1009, 1010, 1011, 1011A, 1011B, 1012, 1013, 1014, 1015,
1018, 2004, 3041, 4009, 6007, 6026, 6032, 6137, 6277, and 6282 of the Technical and
Miscellaneous Revenue Act of 1988, Public Law Number 100-647, and the provisions
of sections 7811, 7816, and 7831 of the Omnibus Budget Reconciliation Act of 1989,
Public Law Number 101-239, shall be effective at the time they become effective for
federal income tax purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1987,
shall be in effect for taxable years beginning after December 31, 1987. The provisions
of sections 4001, 4002, 4011, 5021, 5041, 5053, 5075, 6003, 6008, 6011, 6030, 6031,
6033, 6057, 6064, 6066, 6079, 6130, 6176, 6180, 6182, 6280, and 6281 of the Technical
and Miscellaneous Revenue Act of 1988, Public Law Number 100-647, the provisions
of sections 7815 and 7821 of the Omnibus Budget Reconciliation Act of 1989, Public
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Law Number 101-239, and the provisions of section 11702 of the Revenue Reconcilia-
tion Act of 1990, Public Law Number 101-508, shall become effective at the time they
become effective for federal tax purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1988,
shall be in effect for taxable years beginning after December 31, 1988. The provisions
of sections 7101, 7102, 7104, 7105, 7201, 7202, 7203, 7204, 7205, 7206, 7207, 7210,
7211, 7301, 7302, 7303, 7304, 7601, 7621, 7622, 7641, 7642, 7645, 7647, 7651, and
7652 of the Omnibus Budget Reconciliation Act of 1989, Public Law Number 101-239,
the provision of section 1401 of the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, Public Law Number 101-73, and the provisions of sections
11701 and 11703 of the Revenue Reconciliation Act of 1990, Public Law Number
101-508, shall become effective at the time they become effective for federal tax pur-
poses.

The Internal Revenue Code of 1986, as amended through December 31, 1989,
shali be in effect for taxable years beginning after December 31, 1989. The provisions
of sections 11321, 11322, 11324, 11325, 11403, 11404, 11410, and 11521 of the Reve-
nue Reconciliation Act of 1990, Public Law Number 101-508, shall become eflective
at the time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1990,
shall be in effect for taxable years beginning after December 31, 1990.

Except as otherwise provided, references to the Internal Revenue Code in subdivi-
sions 19a to 19g mean the code in effect for purposes of determining net income for
the applicable year.

Subd. 19a. Additions to federal taxable income. For individuals, estates, and trusts,
there shall be added to federal taxable income:

(1)(i) interest income on obligations of any state other than Minnesota or a politi-
cal or governmental subdivision, municipality, or governmental agency or instrumen-
tality of any state other than Minnesota exempt from federal income taxes under the
Internal Revenue Code or any other federal statute, and

(i) exempt-interest dividends as defined in section 852(b)(5) of the Internal Reve-
nue Code, except the portion of the exempt-interest dividends derived from interest
income on obligations of the state of Minnesota or its political or governmental subdi-
visions, municipalities, governmental agencies or instrumentalities, but only if the por-
tion of the exempt-interest dividends from such Minnesota sources paid to all
shareholders represents 95 percent or more of the exempt-interest dividends that are
paid by the regulated investment company as defined in section 851(a) of the Internal
Revenue Code, or the fund of the regulated investment company as defined in section
851(h) of the Internal Revenue Code, making the payment; and

(2) the amount of income taxes paid or accrued within the taxable year under this
chapter and income taxes paid to any other state or to any province or territory of Can-
ada, to the extent allowed as a deduction under section 63(d) of the Internal Revenue
Code, but the addition may not be more than the amount by which the itemized deduc-
tions as allowed under section 63(d) of the Internal Revenue Code exceeds the amount
of the standard deduction as defined in section 63(c) of the Internal Revenue Code. For
the purpose of this paragraph, the disallowance of itemized deductions under section
68 of the Internal Revenue Code of 1986, income tax is the last itemized deduction dis-
allowed; and

(3) the capital gain amount of a lump sum distribution to which the special tax
under section 1122(h)(3)(B)(ii) of the Tax Reform Act of 1986, Public Law Number
99-514, applies; and

(4) the amount of income taxes paid or accrued within the taxable year under this
chapter and income taxes paid to any other state or any province or territory of Canada,
to the extent allowed as a deduction in determining federal adjusted gross income. For
the purpose of this paragraph, income taxes do not include the taxes imposed by sec-
tions 290.0922, subdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729.
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[For text of subds 19b and 19¢, see M.S.1990]

Subd. 19d. Corporations; modifications decreasing federal taxable income. For cor-
porations, there shall be subtracted from federal taxable income after the increases pro-
vided in subdivision 19c:

(1) the amount of foreign dividend gross-up added to gross income for federal
income tax purposes under section 78 of the Internal Revenue Code;

(2) the amount of salary expense not allowed for federal income tax purposes due
to claiming the federal jobs credit under section 51 of the Internal Revenue Code;

(3) any dividend (not including any distribution in liquidation) paid within the
taxable year by a national or state bank to the United States, or to any instrumentality
of the United States exempt from federal income taxes, on the preferred stock of the
bank owned by the United States or the instrumentality;

(4) amounts disallowed for intangible drilling costs due to differences between this
chapter and the Internal Revenue Code in taxable years beginning before January 1,
1987, as follows:

(i) to the extent the disallowed costs are represented by physical property, an
amount equal to the allowance for depreciation under Minnesota Statutes 1986, section
290.09, subdivision 7, subject to the modifications contained in subdivision 19¢; and

(ii) to the extent the disallowed costs are not represented by physical property, an
amount equal to the allowance for cost depletion under Minnesota Statutes 1986, sec-
tion 290.09, subdivision §;

(5) the deduction for capital losses pursuant to sections 1211 and 1212 of the
Internal Revenue Code, except that:

(i) for capital losses incurred in taxable years beginning after December 31, 1986,
capital loss carrybacks shall not be allowed;

(ii) for capital losses incurred in taxable years beginning after December 31, 1986,
a capital loss carryover to each of the 15 taxable years succeeding the loss year shall be
allowed,

(iii) for capital losses incurred in taxable years beginning before January 1, 1987,
a capital loss carryback to each of the three taxable years preceding the loss year, subject
to the provisions of Minnesota Statutes 1986, section 290.16, shall be allowed; and

(iv) for capital losses incurred in taxable years beginning before January 1, 1987,
a capital loss carryover to each of the five taxable years succeeding the loss year to the
extent such loss was not used in a prior taxable year and subject to the provisions of
Minnesota Statutes 1986, section 290.16, shall be allowed,;

(6) an amount for interest and expenses relating to income not taxable for federal
income tax purposes, if (1) the income is taxable under this chapter and (ii) the interest
and expenses were disallowed as deductions under the provisions of section 171(a)(2),
265 or 291 of the Internal Revenue Code in computing federal taxable income;

(7) in the case of mines, oil and gas wells, other natural deposits, and timber for
which percentage depletion was disallowed pursuant to subdivision 19c, clause (11), a
reasonable allowance for depletion based on actual cost. In the case of leases the deduc-
tion must be apportioned between the lessor and lessee in accordance with rules pre-
scribed by the commissioner. In the case of property held in trust, the allowable
deduction must be apportioned between the income beneficiaries and the trustee in
accordance with the pertinent provisions of the trust, or if there is no provision in the
instrument, on the basis of the trust’s income allocable to each;

(8) for certified pollution control facilities placed in service in a taxable year begin-
ning before December 31, 1986, and for which amortization deductions were elected
under section 169 of the Internal Revenue Code of 1954, as amended through Decem-
ber 31, 1985, an amount equal to the allowance for depreciation under Minnesota Stat-
utes 1986, section 290.09, subdivision 7;

(9) the amount included in federal taxable income attributable to the credits pro-
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vided in Minnesota Statutes 1986, section 273.1314, subdivision 9, or Minnesota Stat-
utes, section 469.171, subdivision 6;

(10) amounts included in federal taxable income that are due to refunds of
income, excise, or franchise taxes based on net income or related minimum taxes paid
by the corporation to Minnesota, another state, a political subdivision of another state,
the District of Columbia, or a foreign country or possession of the United States to the
extent that the taxes were added to federal taxable income under section 290.01, subdi-
vision 19¢, clause (1), in a prior taxable year;

(11) the following percentage of royalties, fees, or other like income accrued or
received from a foreign operating corporation or a foreign corporation which is part
of the same unitary business as the receiving corporation:

Taxable Year

Beginning After .............. Percentage
December 31, 1988 ........ 50 percent
December 31, 1990 ........ 80 percent;

(12) income or gains from the business of mining as defined in section 290.05, sub-
division 1, clause (a), that are not subject to Minnesota franchise tax;

(13) the amount of handicap access expenditures in the taxable year which are not
allowed to be deducted or capitalized under section 44(d)(7) of the Internal Revenue
Code of 1986; and

(14) the amount of qualified research expenses not allowed for federal income tax
purposes under section 280C(c) of the Internal Revenue Code, but only to the extent
that the amount exceeds the amount of the credit allowed under section 290.068.

[For text of subds 19e to 30, see M.S.1990]
History: 1991 ¢ 291 art 6 s 18-20; art 7 s 4

290.014 JURISDICTION TO TAX IN GENERAL.
[For text of subd 1, see M.S.1990]

Subd. 2. Nonresident individuals. Except as provided in section 290.015, a nonres-
ident individual is subject to the return filing requirements and to tax as provided in
this chapter to the extent that the income of the nonresident individual is:

(1) allocable to this state under section 290.17, 290.191, or 290.20;

(2) taxed to the individual under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in the individual’s
capacity as a beneficiary of an estate with income allocable to this state under section
290.17, 290.191, or 290.20 and the income, taking into account the income character
provisions of section 662(b) of the Internal Revenue Code of 1986, as amended through
December 31, 1989, would be allocable to this state under section 290.17, 290.191, or
290.20 if realized by the individual directly from the source from which realized by the
estate;

(3) taxed to the individual under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character that is taxable under this chapter) in the individual’s
capacity as a beneficiary or grantor or other person treated as a substantial owner of
a trust with income allocable to this state under section 290.17, 290.191, or 290.20 and
the income, taking into account the income character provisions of section 652(b),
662(b), or 664(b) of the Internal Revenue Code of 1986, as amended through December
31, 1989, would be allocable to this state under section 290.17, 290.191, or 290.20 if
realized by the individual directly from the source from which realized by the trust;

(4) taxed to the individual under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in the individual’s
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capacity as a limited or general partner in a partnership with income allocable to this
state under section 290.17, 290.191, or 290.20 and the income, taking into account the
income character provisions of section 702(b) of the Internal Revenue Code of 1986,
as amended through December 31, 1989, would be allocable to this state under section
290.17, 290.191, or 290.20 if realized by the individual directly from the source from
which realized by the partnership; or

(5) taxed to the individual under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in the individual’s
capacity as a shareholder of a corporation having a valid election in effect under section
1362 of the Internal Revenue Code of 1986, as amended through December 31, 1989,
and income allocable to this state under section 290.17, 290.191, or 290.20 and the
income, taking into account the income character provisions of section 1366(b) of the
Internal Revenue Code of 1986, as amended through December 31, 1989, would be
allocable to this state under section 290.17, 290.191, or 290.20 if realized by the indi-
vidual directly from the source from which realized by the corporation.

Subd. 3. Trusts and estates. Except as provided in section 290.015, a trust or
estate, whether resident or nonresident, is subject to the return filing requirements and
to tax as provided in this chapter to the extent that the income of the trust or estate
is:

(1) allocable to this state under section 290.17, 290.191, or 290.20;

(2) taxed to the trust or estate under the Internal Revenue Code of 1986, as
amended through December 31, 1989, (or not taxed under the Internal Revenue Code
by reason of its character but of a character which is taxable under this chapter) in its
capacity as a beneficiary of a trust or estate with income allocable to this state under
section 290.17, 290.191, or 290.20 and the income, taking into account the income
character provisions of section 662(b) of the Internal Revenue Code of 1986, as
amended through December 31, 1989, would be allocable to this state under section
290.17, 290.191, or 290.20 if realized by the trust or beneficiary estate directly from
the source from which realized by the distributing estate;

(3) taxed to the trust or estate under the Internal Revenue Code of 1986, as
amended through December 31, 1989, (or not taxed under the Internal Revenue Code
by reason of its character but of a character which is taxable under this chapter) in its
capacity as a beneficiary or grantor or other person treated as a substantial owner of
a trust with income allocable to this state under section 290.17, 290.191, or 290.20 and
the income, taking into account the income character provisions of section 652(b),
662(b), or 664(b) of the Internal Revenue Code of 1986, as amended through December
31, 1989, would be allocable to this state under section 290.17, 290,191, or 290.20 if
realized by the beneficiary trust or estate directly from the source from which realized
by the distributing trust;

(4) taxed to the trust or estate under the Internal Revenue Code of 1986, as
amended through December 31, 1989, (or not taxed under the Internal Revenue Code
by reason of its character but of a character which is taxable under this chapter) in its
capacity as a limited or general partner in a partnership with income allocable to this
state under section 290.17, 290.191, or 290.20 and the income, taking into account the
income character provisions of section 702(b) of the Internal Revenue Code of 1986,
as amended through December 31, 1989, would be allocable to this state under section
290.17, 290.191, or 290.20 if realized by the trust or estate directly from the source
from which realized by the partnership; or

(5) taxed to the trust or estate under the Internal Revenue Code of 1986, as
amended through December 31, 1989, (or not taxed under the Internal Revenue Code
by reason of its character but of a character which is taxable under this chapter) in its
capacity as a shareholder of a corporation having a valid election in effect under section
1362 of the Internal Revenue Code of 1986, as amended through December 31, 1989,
and income allocable to this state under section 290.17, 290.191, or 290.20 and the
income, taking into account the income character provisions of section 1366(b) of the
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Internal Revenue Code of 1986, as amended through December 31, 1989, would be
allocable to this state under section 290.17, 290.191, or 290.20 if realized by the trust
or estate directly from the source from which realized by the corporation.

Subd. 4. Partnerships. Except as provided in section 290.015, a partnership is sub-
ject to the return filing requirements and to tax as provided in this chapter if the income
of the partnership is:

(1) allocable to this state under section 290.17, 290.191, or 290.20;

(2) taxed to the partnership under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in its capacity
as a beneficiary of an estate with income allocable to this state under section 290.17,
290.191, or 290.20 and the income, taking into account the income character provi-
sions of section 662(b) of the Internal Revenue Code of 1986, as amended through
December 31, 1989, would be allocable to this state under section 290.17, 290.191, or
290.20 if realized by the partnership directly from the source from which realized by
the estate;

(3) taxed to the partnership under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in its capacity
as a beneficiary or grantor or other person treated as a substantial owner of a trust with
income allocable to this state under section 290.17, 290.191, or 290.20 and the income,
taking into account the income character provisions of section 652(b), 662(b), or 664(b)
of the Internal Revenue Code of 1986, as amended through December 31, 1989, would
be allocable to this state under section 290.17, 290.191, or 290.20 if realized by the
partnership directly from the source from which realized by the trust; or

(4) taxed to the partnership under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in its capacity
as a limited or general partner in a partnership with income allocable to this state under
section 290.17, 290.191, or 290.20 and the income, taking into account the income
character provisions of section 702(b) of the Internal Revenue Code of 1986, as
amended through December 31, 1989, would be allocable to this state under section
290.17, 290.191, or 290.20 if realized by the second tier partnership directly from the
source from which realized by the first tier partnership.

Subd. 5. Corporations. Except as provided in section 290.015, corporations are
subject to the return filing requirements and to tax as provided in this chapter if the
corporation so exercises its franchise as to engage in such contacts with this state as to
cause part of the income of the corporation to be:

(1) allocable to this state under section 290.17, 290.191, 290.20, 290.35, or
290.36;

(2) taxed to the corporation under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in its capacity
as a beneficiary of an estate with income allocable to this state under section 290.17,
290.191, or 290.20 and the income, taking into account the income character provi-
sions of section 662(b) of the Internal Revenue Code of 1986, as amended through
December 31, 1989, would be allocable to this state under section 290.17, 290.191, or
290.20 if realized by the corporation directly from the source from which realized by
the estate;

(3) taxed to the corporation under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in its capacity
as a beneficiary or grantor or other person treated as a substantial owner of a trust with
income allocable to this state under section 290.17, 290.191, or 290.20 and the income,
taking into account the income character provisions of section 652(b), 662(b), or 664(b)
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of the Internal Revenue Code of 1986, as amended through December 31, 1989, would
be allocable to this state under section 290.17, 290.191, or 290.20 if realized by the cor-
poration directly from the source from which realized by the trust; or

(4) taxed to the corporation under the Internal Revenue Code of 1986, as amended
through December 31, 1989, (or not taxed under the Internal Revenue Code by reason
of its character but of a character which is taxable under this chapter) in its capacity
as a limited or general partner in a partnership with income allocable to this state under
section 290.17, 290.191, or 290.20 and the income, taking into account the income
character provisions of section 702(b) of the Internal Revenue Code of 1986, as
amended through December 31, 1989, would be allocable to this state under section
290.17, 290.191, or 290.20 if realized by the corporation directly from the source from
which realized by the partnership.

History: 1991 ¢ 291 art 7 s 5-8

290.05 EXEMPT INDIVIDUALS, ORGANIZATIONS, ESTATES, TRUSTS.
[For text of subds 1 and 2, see M.S. 1990)

Subd. 3.(a) An organization exempt from taxation under subdivision 2 shall, nev-
ertheless, be subject to tax under this chapter to the extent provided in the following
provisions of the Internal Revenue Code:

(i) section 527 (dealing with political organizations);

(ii) section 528 (dealing with certain homeowners associations);

(iii) sections 511 to 515 (dealing with unrelated business income); and

(iv) section 521 (dealing with farmers’ cooperatives); but

notwithstanding this subdivision, shall be considered an organization exempt from
income tax for the purposes of any law which refers to organizations exempt from
income taxes.

(b) The tax shall be imposed on the taxable income of political organizations or
homeowner associations or the unrelated business taxable income, as defined in section
512 of the Internal Revenue Code, of organizations defined in section 511 of the Inter-
nal Revenue Code, provided that the tax is not imposed on advertising revenues from
a newspaper published by an organization described in section 501(c)(4) of the Internal
Revenue Code. The tax shall be at the corporate rates. The tax shall only be imposed
on income and deductions assignable to this state under sections 290.17 to 290.20. To
the extent deducted in computing federal taxable income, the deductions contained in
section 290.21 shall not be allowed in computing Minnesota taxable net income.

[For text of subds 4 and 6, see M.S.1990]
History: 1991 c 291 art 7s 9

290.06 RATES OF TAX; CREDITS.
[For text of subd 1, see M.S.1990]

Subd. 2c. Schedules of rates for individuals, estates, and trusts. (a) The income
taxes imposed by this chapter upon married individuals filing joint returns and surviv-
ing spouses as defined in section 2(a) of the Internal Revenue Code of 1986 as amended
through December 31, 1989, must be computed by applying to their taxable net income
the following schedule of rates:

(1) On the first $19,910, 6 percent;

(2) On all over $19,910, but not over $79,120, 8 percent;

(3) On all over $79,120, 8.5 percent.

Married individuals filing separate returns, estates, and trusts must compute their
income tax by applying the above rates to their taxable income, except that the income
brackets will be one-half of the above amounts.
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(b) The income taxes imposed by this chapter upon unmarried individuals must
be computed by applying to taxable net income the following schedule of rates:

(1) On the first $13,620, 6 percent;
(2) On all over $13,620, but not over $44,750, 8 percent;
(3) On all over $44,750, 8.5 percent.

(c) The income taxes imposed by this chapter upon unmarried individuals qualify-
ing as a head of household as defined in section 2(b) of the Internal Revenue Code of
1986, as amended through December 31, 1989, must be computed by applying to tax-
able net income the following schedule of rates:

(1) On the first $16,770, 6 percent;
(2) On all over $16,770, but not over $67,390, 8 percent;
(3) On all over $67,390, 8.5 percent.

(d) In lieu of a tax computed according to the rates set forth in this subdivision,
the tax of any individual taxpayer whose taxable net income for the taxable year is less
than an amount determined by the commissioner must be computed in accordance
with tables prepared and issued by the commissioner of revenue based on income
brackets of not more than $100. The amount of tax for each bracket shall be computed
at the rates set forth in this subdivision, provided that the commissioner may disregard
a fractional part of a dollar unless it amounts to 50 cents or more, in which case it may
be increased to $1.

(e) An individual who is not a Minnesota resident for the entire year must com-
pute the individual’s Minnesota income tax as provided in this subdivision. After the
application of the nonrefundable credits provided in this chapter, the tax liability must
then be multiplied by a fraction in which:

(1) The numerator is the individual’s Minnesota source federal adjusted gross
income as defined in section 62 of the Internal Revenue Code of 1986, as amended
through December 31, 1989, less the deduction allowed by section 217 of the Internal
Revenue Code of 1986, as amended through December 31, 1990, after applying the
allocation and assignability provisions of section 290.081, clause (a), or 290.17; and

(2) the denominator is the individual’s federal adjusted gross income as defined
in section 62 of the Internal Revenue Code of 1986, as amended through December
31, 1990, increased by the addition required for interest income from non-Minnesota
state and municipal bonds under section 290.01, subdivision 19a, clause (1).

Subd. 2d. Inflation adjustment of brackets. (a) For taxable years beginning after
December 31, 1991, the minimum and maximum dollar amounts for each rate bracket
for which a tax is imposed in subdivision 2¢ shall be adjusted for inflation by the per-
centage determined under paragraph (b). For the purpose of making the adjustment as
provided in this subdivision all of the rate brackets provided in subdivision 2c shall
be the rate brackets as they existed for taxable years beginning after December 31, 1990,
and before January 1, 1992. The rate applicable to any rate bracket must not be
changed. The dollar amounts setting forth the tax shall be adjusted to reflect the changes
in the rate brackets. The rate brackets as adjusted must be rounded to the nearest $10
amount, If the rate bracket ends in $5, it must be rounded up to the nearest $10 amount.

(b) The commissioner shall adjust the rate brackets and by the percentage deter-
mined pursuant to the provisions of section 1(f) of the Internal Revenue Code of 1986,
as amended through December 31, 1990, except that in section 1(f)(3)(B) the word
“1990” shall be substituted for the word “1987.” For 1991, the commissioner shall then
determine the percent change from the 12 months ending on August 31, 1990, to the
12 months ending on August 31, 1991, and in each subsequent year, from the 12
months ending on August 31, 1990, to the 12 months ending on August 31 of the year
preceding the taxable year. The determination of the commissioner pursuant to this
subdivision shall not be considered a “rule” and shall not be subject to the administra-
tive procedure act contained in chapter 14.

No later than December 15 of each year, the commissioner shall announce the spe-
cific percentage that will be used to adjust the tax rate brackets.
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[For text of subd 10, see M.S.1990]

Subd. 21. Alternative minimum tax; factors tax. (a) A corporation is allowed a
credit for alternative minimum tax previously paid for any taxable year in which the
corporation has no tax liability under section 290.092, subdivision 1, and has an alter-
native minimum tax credit carryover from a previous year. The credit allowable in any
taxable year equals the lesser of (1) the excess of the tax under subdivision 1 for the tax-
able year over the amount computed under section 290.092, subdivision 1, clause (1),
for the taxable year, or (2) the alternative minimum tax credit carryover to the taxable
year,

(b) The tax imposed under section 290.092, subdivision 1, for the taxable year is
an alternative minimum tax credit carryover to each of the five taxable years succeeding
the taxable year. The entire amount of the alternative minimum tax credit must be car-
ried to the earliest taxable year to which the amount may be carried. The unused por-
tion of the credit must be carried to the following taxable year. No credit may be carried
to a taxable year more than five years after the taxable year in which the alternative
minimum tax under section 290.092, subdivision 1, was incurred.

(c) For taxable years beginning after December 31, 1989, qualification for a credit
and computation of the amount of the credit for alternative minimum tax under para-
graph (a) must be determined by computing the alternative minimum tax that would
apply if section 290.092 were in effect for the taxable year.

(d) An acquiring corporation may carry over this credit from a transferor or dis-
tributor corporation in a corporate acquisition. The provisions of section 381 of the
Internal Revenue Code apply in determining the amount of the carryover, if any.

Subd. 22. Credit for taxes paid to another state. (a) A taxpayer who is liable for
taxes on or measured by net income to another state or province or territory of Canada,
as provided in paragraphs (b) through (f), upon income allocated or apportioned to
Minnesota, is entitled to a credit for the tax paid to another state or province or terri-
tory of Canada if the tax is actually paid in the taxable year or a subsequent taxable
year. A taxpayer who is a resident of this state pursuant to section 290.01, subdivision
7, clause (2), and who is subject to income tax as a resident in the state of the individu-
al’s domicile is not allowed this credit unless the state of domicile does not allow a simi-
lar credit.

(b) For an individual, estate, or trust, the credit is determined by multiplying the
tax payable under this chapter by the ratio derived by dividing the income subject to
tax in the other state or province or territory of Canada that is also subject to tax in
Minnesota while a resident of Minnesota by the taxpayer’s federal adjusted gross
income, as defined in section 62 of the Internal Revenue Code of 1986, as amended
through December 31, 1989, modified by the addition required by section 290.01, sub-
division 19a, clause (1), and the subtraction allowed by section 290.01, subdivision
19b, clause (1), to the extent the income is allocated or assigned to Minnesota under
sections 290.081 and 290.17.

(c) If the taxpayer is an athletic team that apportions all of its income under sec-
tion 290.17, subdivision 5, paragraph (c), the credit is determined by multiplying the
tax payable under this chapter by the ratio derived from dividing the total net income
subject to tax in the other state or province or territory of Canada by the taxpayer’s
Minnesota taxable income.

(d) The credit determined under paragraph (b) or (c) shall not exceed the amount
of tax so paid to the other state or province or territory of Canada on the gross income
earned within the other state or province or territory of Canada subject to tax under
this chapter, nor shall the allowance of the credit reduce the taxes paid under this chap-
ter to an amount less than what would be assessed if such income amount was excluded
from taxable net income.

(e) In the case of the tax assessed on a lump sum distribution under section
290.032, the credit allowed under paragraph (a) is the tax assessed by the other state
or province or territory of Canada on the lump sum distribution that is also subject to
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tax under section 290.032, and shall not exceed the tax assessed under section 290.032,
To the extent the total Jump sum distribution defined in section 290.032, subdivision
1, includes lump sum distributions received in prior years or is all or in part an annuity
contract, the reduction to the tax on the lump sum distribution allowed under section
290.032, subdivision 2, includes tax paid to another state that is properly apportioned
to that distribution.

(f) If a Minnesota resident reported an item of income to Minnesota and is
assessed tax in such other state or province or territory of Canada on that same income
after the Minnesota statute of limitations has expired, the taxpayer shall receive a credit
for that year under paragraph (a), notwithstanding any statute of limitations to the con-
trary. The claim for the credit must be submitted within one year from the date the
taxes were paid to the other state or province or territory of Canada. The taxpayer must
submit sufficient proof to show entitlement to a credit.

(g) For the purposes of this subdivision, a resident shareholder of a corporation
having a valid election in effect under section 1362 of the Internal Revenue Code of
1986, as amended through December 31, 1990, must be considered to have paid a tax
imposed on the shareholder in an amount equal to the shareholder’s pro rata share of
any net income tax paid by the S corporation to a state that does not measure the
income of the shareholder of the S corporation by reference to the income of the S cor-
poration. For the purposes of the preceding sentence, the term “net income tax” means
any tax imposed on or measured by a corporation’s net income.

Subd. 23. Refund of contributions to political parties and candidates. (a) A taxpayer
may claim a refund equal to the amount of the taxpayer’s contributions made in the
calendar year to candidates and to any political party. The maximum refund for an
individual must not exceed $50 and, for a married couple filing jointly, must not exceed
$100. A refund of a contribution is allowed only if the taxpayer files a form required
by the commissioner and attaches to the form a copy of an official refund receipt form
issued by the candidate or party and signed by the candidate, the treasurer of the candi-
date’s principal campaign committee, or the party chair. A claim must be filed with the
commissioner not sooner than September 1 of the calendar year in which the contribu-
tion is made and no later than April 15 of the calendar year following the calendar year
in which the contribution is made. A taxpayer may file only one claim per calendar year.
Amounts paid by the commissioner after June 15 of the calendar year following the cal-
endar year in which the contribution is made must include interest at the rate specified
in section 270.76.

(b) No refund is allowed under this subdivision for a contribution to any candidate
unless the candidate:

(1) has signed an agreement to limit campaign expenditures as provided in section
10A.322 or 10A.43;

(2) is seeking an office for which voluntary spending limits are specified in section
10A.25 or 10A.43; and

(3) has designated a principal campaign committee.

This subdivision does not limit the campaign expenditure of a candidate who does
not sign an agreement but accepts a contribution for which the contributor improperly
claims a refund.

(c) For purposes of this subdivision, “political party” means a major political
party as defined in section 200.02, subdivision 7, or a minor political party qualifying
for inclusion on the income tax or property tax refund form under section 10A.31, sub-
division 3a. A “major or minor party” includes the aggregate of the party organization
within each house of the legislature, the state party organization, and the party organi-
zation within congressional districts, counties, legislative districts, municipalities, and
precincts. “Candidate” means a congressional candidate as defined in section 10A.41,
subdivision 4, or a candidate as defined in section 10A.01, subdivision §, except a can-
didate for judicial office. “Contribution” means a gift of money.

(d) The commissioner shall make copies of the form available to the public and
candidates upon request.
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(e) The following data collected or maintained by the commissioner under this
subdivision are private: the identities of individuals claiming a refund, the identities
of candidates to whom those individuals have made contributions, and the amount of
each contribution.

(f) The amount necessary to pay claims for the refund provided in this section is
appropriated from the general fund to the commissioner of revenue.

Subd. 24. Credit for job creation. (a) A corporation that leases and operates a heavy
maintenance base for aircraft that is owned by the state of Minnesota or one of its polit-
ical subdivisions, or an engine repair facility described in section 116R.02, subdivision
6, or both, may take a credit against the tax due under this chapter.

(b) For the first taxable year when the facility has been in operation for at least
three consecutive months, the credit is equal to $5,000 multiplied by the number of per-
sons employed by the corporation on a full-time basis at the facility on the last day of
the taxable year, not to exceed the number of persons employed by the corporation on
a full-time basis at the facility on the date 90 days before the last day of the taxable year.
For each of the succeeding four taxable years, the credit is equal to $5,000 multiplied
by the number of persons employed by the corporation on a full-time basis at the facil-
ity on the last day of the taxable year, not to exceed the number of persons employed
by the corporation on a full-time basis at the facility on the date 90 days before the last
day of the taxable year.

(c) For the first taxable year in which the credit is allowed for the facility, the credit
must not exceed 80 percent of the wages paid to or incurred for persons employed by
the taxpayer at the facility during the taxable year. For the succeeding four taxable
years, the credit must not exceed 20 percent of the wages paid to or incurred for persons
employed by the taxpayer at the facility during the taxable year. For purposes of this
section, “wages” has the meaning given under section 3121(b) of the Internal Revenue
Code of 1986, as amended through December 31, 1990, except the limitation to the
contribution and benefit base does not apply.

(d) Ifthe credit provided under this subdivision exceeds the tax liability of the cor-
poration for the taxable year, the excess amount of the credit may be carried over to
each of the ten taxable years succeeding the taxable year. The entire amount of the
credit must be carried to the earliest taxable year to which the amount may be carried.
The unused portion of the credit must be carried to the following taxable year. No credit
may be carried to a taxable year more than ten years after the taxable year in which the
credit was earned.

History: 1991 ¢ 291 art 6 s 21-24; art 7 s 10; 1991 ¢ 350 art 1 5 18

290.067 DEPENDENT CARE CREDIT.

Subdivision 1. Amount of credit. A taxpayer may take as a credit against the tax
due from the taxpayer and a spouse, if any, under this chapter an amount equal to the
dependent care credit for which the taxpayer is eligible pursuant to the provisions of
section 21 of the Internal Revenue Code subject to the limitations provided in subdivi-
sion 2 except that in determining whether the child qualified as a dependent, income
received as an aid to families with dependent children grant or allowance to or on behalf
of the child must not be taken into account in determining whether the child received
more than half of the child’s support from the taxpayer, and the provisions of section
32(b)(1)(D) of the Internal Revenue Code of 1986, as amended through December 31,
1990, do not apply.

If a child who is six years of age or less at the close of the taxable year is cared for
at a licensed family day care home operated by the child’s parent, the taxpayer is
deemed to have paid employment-related expenses. If the child is 16 months old or
younger at the close of the taxable year, the amount of expenses deemed to have been
paid equals the maximum limit for one qualified individual under section 21(c) and (d)
of the Internal Revenue Code. If the child is older than 16 months of age but not older
than six years of age at the close of the taxable year, the amount of expenses deemed
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to have been paid equals the amount the licensee would charge for the care of a child
of the same age for the same number of hours of care. These deemed amounts apply
regardless of whether any employment-related expenses have been paid.

If the taxpayer is not required and does not file a federal individual income tax
return for the tax year, no credit is allowed for any amount paid to any person unless:

(1) the name, address, and taxpayer identification number of the person are
included on the return claiming the credit; or

(2) if the person is an organization described in section 501(c)(3) of the Internal
Revenue Code and exempt from tax under section 501(a) of the Internal Revenue
Code, the name and address of the person are included on the return claiming the
credit.

In the case of a failure to provide the information required under the preceding sen-
tence, the preceding sentence does not apply if it is shown that the taxpayer exercised
due diligence in attempting to provide the information required.

In the case of a nonresident, part-year resident, or a person who has earned income
not subject to tax under this chapter, the credit determined under section 21 of the
Internal Revenue Code must be allocated based on the ratio by which the earned
income of the claimant and the claimant’s spouse from Minnesota sources bears to the
total earned income of the claimant and the claimant’s spouse.

[For text of subd 2, see M.S.1990]

Subd. 2a. Income. (a) For purposes of this section, “income” means the sum of the
following:

(1) federal adjusted gross income as defined in section 62 of the Internal Revenue
Code; and

(2) the sum of the following amounts to the extent not included in clause (1):

(i) all nontaxable income;

(ii) the amount of a passive activity loss that is not disallowed as a result of section
469, paragraph (i) or (m) of the Internal Revenue Code and the amount of passive activ-
ity loss carryover allowed under section 469(b) of the Internal Revenue Code;

(iii) an amount equal to the total of any discharge of qualified farm indebtedness
of a solvent individual excluded from gross income under section 108(g) of the Internal
Revenue Code;

(iv) cash public assistance and relief;

(v) any pension or annuity (including railroad retirement benefits, all payments
received under the federal Social Security Act, supplemental security income, and vet-
erans benefits), which was not exclusively funded by the claimant or spouse, or which
was funded exclusively by the claimant or spouse and which funding payments were
excluded from federal adjusted gross income in the years when the payments were
made;

(vi) interest received from the federal or a state government or any instrumentality
or political subdivision thereof;

(vii) workers’ compensation;

(viii) nontaxable strike benefits;

(ix) the gross amounts of payments received in the nature of disability income or
sick pay as a result of accident, sickness, or other disability, whether funded through
insurance or otherwise;

(x) alump sum distribution under section 402(e)(3) of the Internal Revenue Code;

(xi) contributions made by the claimant to an individual retirement account,
including a qualified voluntary employee contribution; simplified employee pension
plan; self-employed retirement plan; cash or deferred arrangement plan under section
401(k) of the Internal Revenue Code; or deferred compensation plan under section 457
of the Internal Revenue Code; and
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(xii) nontaxable scholarship or fellowship grants.

In the case of an individual who files an income tax return on a fiscal year basis,
the term “federal adjusted gross income” means federal adjusted gross income reflected
in the fiscal year ending in the next calendar year. Federal adjusted gross income may
not be reduced by the amount of a net operating loss carryback or carryforward or a
capital loss carryback or carryforward allowed for the year.

(b) “Income” does not include:

(1) amounts excluded pursuant to the Internal Revenue Code, sections 101(a),
102, and 121;

(2) amounts of any pension or annuity that were exclusively funded by the claim-
ant or spouse if the funding payments were not excluded from federal adjusted gross
income in the years when the payments were made;

(3) surplus food or other relief in kind supplied by a governmental agency;

(4) relief granted under chapter 290A; and

(5) child support payments received under a temporary or final decree of dissolu-
tion or legal separation.

[For text of subds 2b to 6, see M.S.1990]
History: 1991 ¢ 291 art 6 5 25,26

290.0671 MINNESOTA WORKING FAMILY CREDIT.

Subdivision 1. Credit allowed. An individual is allowed a credit against the tax
imposed by this chapter equal to ten percent of the credit for which the individual is
eligible under section 32 of the Internal Revenue Code of 1986, as amended through
December 31, 1990.

For a nonresident, part-year resident, or person who has earned income not subject
to tax under this chapter, the credit determined under section 32 of the Internal Reve-
nue Code of 1986, as amended through December 31, 1990, must be allocated based
on the percentage of the total earned income of the claimant and the claimant’s spouse
that is derived from Minnesota sources.

Subd. 2. Credit name. The credit allowed by this section shall be known as the
“Minnesota working family credit.”

Subd. 3. Reduction by alternative minimum tax liability. The amount of the credit
allowed must be reduced by the amount of the taxpayer’s liability under section
290.091, determined before the credit allowed by this section is subtracted from regular
tax liability.

Subd. 4. Credit refundable. If the amount of credit which the claimant is eligible
to receive under this section exceeds the claimant’s tax liability under this chapter, the
commissioner shall refund the excess to the claimant.

Subd. 5. Calculation assistance. Upon request of the individual and submission of
the necessary information, in the form prescribed by the commissioner, the department
of revenue shall calculate the credit on behalf of the individual.

Subd. 6. Appropriation. An amount sufficient to pay the refunds required by this
section is appropriated to the commissioner from the general fund.

History: 1991 ¢ 291 art 6 s 27

290.068 CREDIT FOR INCREASING RESEARCH ACTIVITIES.

Subdivision 1. Credit allowed. A corporation, other than a corporation with a valid
election in effect under section 1362 of the Internal Revenue Code of 1986, as amended
through December 31, 1989, is allowed a credit against the portion of the franchise tax
computed under section 290.06, subdivision 1, for the taxable year equal to:

(a) 5 percent of the first $2 million of the excess (if any) of
(1) the qualified research expenses for the taxable year, over
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(2) the base amount; and
(b) 2.5 percent on all of such excess expenses over $2 million.

Subd. 2. Definitions. For purposes of this section, the following terms have the
meanings given.

(a) “Qualified research expenses” means (i) qualified research expenses and basic
research payments as defined in section 41(b) and (e) of the Internal Revenue Code,
except it does not include expenses incurred for qualified research or basic research con-
ducted outside the state of Minnesota pursuant to section 41(d) and (e) of the Internal
Revenue Code; and (ii) contributions to a nonprofit corporation established and oper-
ated pursuant to the provisions of chapter 317A for the purpose of promoting the estab-
lishment and expansion of business in this state, provided the contributions are
invested by the nonprofit corporation for the purpose of providing funds for small,
technologically innovative enterprises in Minnesota during the early stages of their
development.

(b) “Qualified research™ means qualified research as defined in section 41(d) of the
Internal Revenue Code, except that the term does not include qualified research con-
ducted outside the state of Minnesota.

(c) “Base amount” means base amount as defined in section 41(c) of the Internal
Revenue Code, except that the average annual gross receipts must be calculated using
Minnesota sales or receipts under section 290.191 and the definitions contained in
clauses (a) and (b) shall apply.

(d) “Internal Revenue Code” means the Internal Revenue Code of 1986, as
amended through December 31, 1989,

[For text of subds 3 and 4, see M.S.1990]

Subd. 5. Adjustments; acquisitions and dispositions. If a taxpayer acquires or dis-
poses of the major portion of a trade or business or the major portion of a separate unit
of a trade or business in a transaction with another taxpayer, the taxpayer’s qualified
research expenses and base amount are adjusted in the same manner provided by sec-
tion 41(f)(3) of the Internal Revenue Code.

Subd. 6. [Repealed, 1991 c 291 art 7 s 26]
History: 1991 c 291 art 7 s 11-13

NOTE: Laws 1991, chapter 291, article 7, section 27, provides that the carryover for the credit provided under subdi-
vision 6, that is repealed by Laws 1991, chapter 29, article 7, section 26, remains in effect for taxable years beginning before
2003.

290.069 SMALL BUSINESS INVESTMENT CREDITS.
Subd. 2a. [Repealed, 1991 ¢ 291 art 7 s 26]
Subd. 4a. [Repealed, 1991 ¢ 291 art 7 s 26]
Subd. 4b. [Repealed, 1991 ¢ 291 art 7 s 26]

290.0802 SUBTRACTION FOR THE ELDERLY AND DISABLED.

Subdivision 1. Definitions. For purposes of this section, the following terms have
the meanings given.

(a) “Adjusted gross income” means federal adjusted gross income as used in sec-
tion 22(d) of the Internal Revenue Code for the taxable year, plus a lump sum distribu-
tion as defined in section 402(e)(3) of the Internal Revenue Code, and less any pension,
annuity, or disability benefits included in federal gross income but not subject to state
taxation other than the subtraction allowed under section 290.01, subdivision 19b,
clause (4).

(b) “Disability income” means disability income as defined in section
22(c)(2)(B)(ii1) of the Internal Revenue Code.

(c) “Internal Revenue Code” means the Internal Revenue Code of 1986, as
amended through December 31, 1989.
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(d) “Nontaxable retirement and disability benefits” means the amount of pension,
annuity, or disability benefits that would be included in the reduction under section
22(c)(3) of the Internal Revenue Code and pension, annuity, or disability benefits
included in federal gross income but not subject to state taxation other than the subtrac-
tion allowed under section 290.01, subdivision 19b, clause (4).

(e) “Qualified individual” means a qualified individual as defined in section 22(b)
of the Internal Revenue Code.

[For text of subds 2 and 3, see M.S.1990]
History: 1991 ¢ 291 art 6 s 28

290.091 ALTERNATIVE MINIMUM TAX ON PREFERENCE ITEMS.

Subdivision 1. Imposition of tax. In addition to all other taxes imposed by this
c?apter a tax is imposed on individuals, estates, and trusts equal to the excess (if any)
0

(a) an amount equal to seven percent of alternative minimum taxable income after
subtracting the exemption amount, over

(b) the regular tax for the taxable year.

Subd. 2. Definitions. For purposes of the tax imposed by this section, the following
terms have the meanings given:

(a) “Alternative minimum taxable income™ means the sum of the following for the
taxable year:

(1) the taxpayer’s federal alternative minimum taxable income as defined in sec-
tion 55(b)(2) of the Internal Revenue Code;

(2) the taxpayer’s itemized deductions allowed in computing federal alternative
minimum taxable income, but excluding the Minnesota charitable contribution deduc-
tion and non-Minnesota charitable deductions to the extent they are included in federal
alternative minimum taxable income under section 57(a)(6) of the Internal Revenue
Code, and excluding the medical expense deduction;

(3) to the extent not included in federal alternative minimum taxable income, the
amount of interest income as provided by section 290.01, subdivision 19a, clause (1);
less the sum of

(i) interest income as defined in section 290.01, subdivision 19b, clause (1);

(i) an overpayment of state income tax as provided by section 290.01, subdivision
19b, clause (2); and

(iii) the amount of investment interest paid or accrued within the taxable year on
indebtedness to the extent that the amount does not exceed net investment income, as
defined in section 163(d)(4) of the Internal Revenue Code. Interest does not include
amounts deducted in computing federal adjusted gross income.

In the case of an estate or trust, alternative minimum taxable income must be com-
puted as provided in section 59(c) of the Internal Revenue Code.

(b) “Internal Revenue Code” means the Internal Revenue Code of 1986, as
amended through December 31, 1989.

(c) “Investment interest” means investment interest as defined in section
163(d)(3) of the Internal Revenue Code.

(d) “Tentative minimum tax” equals six percent of alternative minimum taxable
income after subtracting the exemption amount determined under subdivision 3.

(e) “Regular tax” means the tax that would be imposed under this chapter (without
regard to this section and section 290.032), reduced by the sum of the nonrefundable
credits allowed under this chapter.

(f) “Net minimum tax” means the minimum tax imposed by this section.

(g) “Minnesota charitable contribution deduction” means a charitable contribu-
tion deduction under section 170 of the Internal Revenue Code to or for the use of an
entity described in section 290.21, subdivision 3, clauses (a) to (e).

[For text of subds 3 to 6, see M.S.1990]
History: 1991 ¢ 291 art 6 s 29,30
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290.0921 CORPORATE ALTERNATIVE MINIMUM TAX AFTER 1989.
[For text of subds 1 to 7, see M.S.1990]

Subd. 8. Carryover credit. (a) A corporation is allowed a credit against qualified
regular tax for qualified alternative minimum tax previously paid. The credit is allow-
able only if the corporation has no tax liability under this section for the taxable year
and if the corporation has an alternative minimum tax credit carryover from a previous
year. The credit allowable in a taxable year equals the lesser of

(1) the excess of the qualified regular tax for the taxable year over the amount com-
puted under subdivision 1, paragraph (a), clause (1), for the taxable year or

(2) the carryover credit to the taxable year.

(b) For purposes of this subdivision, the following terms have the meanings given.

(1) “Qualified alternative minimum tax” equals the amount determined under
subdivision 1 for the taxable year.

(2) “Qualified regular tax” means the tax imposed under section 290.06, subdivi-
sion 1, :

(c) The qualified alternative minimum tax for a taxable year is an alternative mini-
mum tax credit carryover to each of the taxable years succeeding the taxable year. The
entire amount of the credit must be carried to the earliest taxable year to which the
amount may be carried. Any unused portion of the credit must be carried to the follow-
ing taxable year. No credit may be carried to a taxable year in which alternative mini-
mum tax was paid. '

(d) An acquiring corporation may carry over this credit from a transferor or dis-
tributor corporation in a corporate acquisition. The provisions of section 381 of the
Internal Revenue Code apply in determining the amount of the carryover, if any.

History: 1991 ¢ 291 art 7 s 14

290.0922 MINIMUM FEE; CORPORATIONS.

Subdivision 1. Imposition. (a) In addition to the tax imposed by this chapter with-
out regard to this section, the franchise tax imposed on a corporation required to file
under section 290.37, other than a corporation having a valid election in effect under
section 1362 of the Internal Revenue Code of 1986, as amended through December 31,
1989, for the taxable year includes a tax equal to the following amounts:

If the sum of the corporation’s
Minnesota property, payrolls, and sales

or receipts is: the tax equals:
less than $ 500,000 $ 0
$ 500,000t0% 999,999 $ 100
$ 1,000,000 to $ 4,999,999 $ 300
$ 5,000,000 t0 $ 9,999,999 $1,000
$10,000,000 to $19,999,999 $2,000
$20,000,000 or more $5,000

(b) A tax is imposed annually beginning in 1990 on a corporation required to file
a return under section 290.41, subdivision 1, that has a valid election in effect for the
taxable year under section 1362 of the Internal Revenue Code of 1986, as amended
through December 31, 1989, and on a partnership required to file a return under section
290.41, subdivision 1, other than a partnership that derives over 80 percent of its
income from farming. The tax imposed under this paragraph is due on or before the
due date of the return due under section 290.41, subdivision 1, for the calendar year
following the calendar year in which the tax is imposed. The commissioner shall pre-
scribe the return to be used for payment of this tax. The tax under this paragraph is
equal to the following amounts:
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If the sum of the S corporation’s or partnership’s
Minnesota property, payrolls, and sales

or receipts is: the tax equals:
less than $§ 500,000 $ o
$ 500,000t08 999,999 $ 100
$ 1,000,000 t0 $ 4,999,999 $ 300
$ 5,000,000 to § 9,999,999 $1,000
$10,000,000 to $19,999,999 $2,000
$20,000,000 or more $5,000

[For text of subds 2 and 3, see M.S.1990]

Subd. 4. Partner’s pro rata share. For the purposes of this section, a partner’s pro
rata share of a partnership’s property, payroll, and sales or receipts is not included in
the property, payroll, and sales or receipts of the partner.

History: 1991 c 291 art 6 s 31; art 75 15

290.17 GROSS INCOME, ALLOCATION TO STATE.

Subdivision 1. Scope of allocation rules. (a) The income of resident individuals is
not subject to allocation outside this state. The allocation rules apply to nonresident
individuals, estates, trusts, nonresident partners of partnerships, nonresident share-
holders of corporations having a valid election in effect under section 1362 of the Inter-
nal Revenue Code of 1986, as amended through December 31, 1989, and all
corporations not having such an election in effect. If a partnership or corporation would
not otherwise be subject to the allocation rules, but conducts a trade or business that
is part of a unitary business involving another legal entity that is subject to the alloca-
tion rules, the partnership or corporation is subject to the allocation rules.

(b) Expenses, losses, and other deductions (referred to collectively in this para-
graph as “deductions”) must be allocated along with the item or class of gross income
to which they are definitely related for purposes of assignment under this section or
apportionment under section 290.191, 290.20, 290.35, or 290.36. Deductions not defi-
nitely related to any item or class of gross income are assigned to the taxpayer’s domi-
cile.

(c) In the case of an individual who is a resident for only part of a taxable year,
the individual’s income, gains, losses, and deductions from the distributive share of a
partnership, S corporation, trust, or estate are not subject to allocation outside this state
to the extent of the distributive share multiplied by a ratio, the numerator of which is
the number of days the individual was a resident of this state during the tax year of the
partnership, S corporation, trust, or estate, and the denominator of which is the number
of days in the taxable year of the partnership, S corporation, trust, or estate.

Subd. 2. Income not derived from conduct of a trade or business. The income of a
taxpayer subject to the allocation rules that is not derived from the conduct of a trade
or business must be assigned in accordance with paragraphs (a) to (f):

(a)(1) Subject to paragraphs (a)(2) and (a)(3), income from labor or personal or
professional services is assigned to this state if, and to the extent that, the labor or ser-
vices are performed within it; all other income from such sources is treated as income
from sources without this state.

Severance pay shall be considered income from labor or personal or professional
services.

(2) In the case of an individual who is a nonresident of Minnesota and who is an
athlete or entertainer, income from compensation for labor or personal services per-
formed within this state shall be determined in the following manner:

(1) The amount of income to be assigned to Minnesota for an individual who is
a nonresident salaried athletic team employee shall be determined by using a fraction
in which the denominator contains the total number of days in which the individual
is under a duty to perform for the employer, and the numerator is the total number of
those days spent in Minnesota; and
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(ii) The amount of income to be assigned to Minnesota for an individual who is
a nonresident, and who is an athlete or entertainer not listed in clause (i), for that per-
son’s athletic or entertainment performance in Minnesota shall be determined by
assigning to this state all income from performances or athletic contests in this state.

(3) For purposes of this section, amounts received by a nonresident from the
United States, its agencies or instrumentalities, the Federal Reserve Bank, the state of
Minnesota or any of its political or governmental subdivisions, or a Minnesota volun-
teer firefighters’ relief association, by way of payment as a pension, public employee
retirement benefit, or any combination of these, or as a retirement or survivor’s benefit
made from a plan qualifying under section 401, 403, 408, or 409, or as defined in sec-
tion 403(b) or 457 of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1989, are not considered income derived from carrying on a trade or business
or from performing personal or professional services in Minnesota, and are not taxable
under this chapter.

(b) Income or gains from tangible property located in this state that is not
employed in the business of the recipient of the income or gains must be assigned to
this state.

(c) Except upon the sale of a partnership interest or the sale of stock of an S corpo-
ration, income or gains from intangible personal property not employed in the business
of the recipient of the income or gains must be assigned to this state if the recipient of
the income or gains is a resident of this state or is a resident trust or estate.

Gain on the sale of a partnership interest is allocable to this state in the ratio of
the original cost of partnership tangible property in this state to the original cost of part-
nership tangible property everywhere, determined at the time of the sale. If more than
50 percent of the value of the partnership’s assets consists of intangibles, gain or loss
from the sale of the partnership interest is allocated to this state in accordance with the
sales factor of the partnership for its first full tax period immediately preceding the tax
period of the partnership during which the partnership interest was sold.

Gain on the sale of goodwill or income from a covenant not to compete that is con-
nected with a business operating all or partially in Minnesota is allocated to this state
to the extent that the income from the business in the year preceding the year of sale
was assignable to Minnesota under subdivision 3.

(d) Income from the operation of a farm shall be assigned to this state if the farm
is located within this state and to other states only if the farm is not located in this state.

(¢) Income from winnings on Minnesota pari-mutuel betting tickets, the Minne-
sota state lottery, and lawful gambling as defined in section 349.12, subdivision 24, con-
ducted within the boundaries of the state of Minnesota shall be assigned to this state.

(f) All items of gross income not covered in paragraphs (a) to (e) and not part of
the taxpayer’s income from a trade or business shall be assigned to the taxpayer’s domi-
cile.

[For text of subds 3 and 4, see M.S.1990]

Subd. 5. Special rule. Notwithstanding subdivisions 3 and 4, all income from the
operation of an athletic team when the visiting team does not share in the gate receipts
is assigned to the state in which the team’s operation is based.

[For text of subd 6, see M.S.1990]

Subd. 7. [Repealed, 1991 ¢ 291 art 7 s 26]
History: 1991 ¢ 291 art 6 s 32,33; art 75 16

290.191 APPORTIONMENT OF NET INCOME.
[For text of subds I to 5, see M.S.1990]

Subd. 6. Determination of receipts factor for financial institutions. (a) For purposes
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of this section, the rules in this subdivision and subdivisions 7 and 8 apply in determin-
ing the receipts factor for financial institutions.

(b) “Receipts” for this purpose means gross income, including net taxable gain on
disposition of assets, including securities and money market instruments, when derived
from transactions and activities in the regular course of the taxpayer’s trade or business.

(c) “Money market instruments” means federal funds sold and securities pur-
chased under agreements to resell, commercial paper, banker’s acceptances, and pur-
chased certificates of deposit and similar instruments to the extent that the instruments
are reflected as assets under generally accepted accounting principles.

(d) “Securities” means United States Treasury securities, obligations of United
States government agencies and corporations, obligations of state and political subdivi-
sions, corporate stock and other securities, participations in securities backed by mort-
gages held by United States or state government agencies, loan-backed securities and
similar investments to the extent the investments are reflected as assets under generally
accepted accounting principles.

(e) Receipts from the lease or rental of real or tangible personal property, including
both finance leases and true leases, must be attributed to this state if the property is
located in this state. Tangible personal property that is characteristically moving prop-
erty, such as motor vehicles, rolling stock, aircraft, vessels, mobile equipment, and the
like, is considered to be located in a state if:

(1) the operation of the property is entirely within the state; or

(2) the operation of the property is in two or more states, but the principal base
of operations from which the property is sent out is in the state.

(f) Interest income and other receipts from assets in the nature of loans that are
secured primarily by real estate or tangible personal property must be attributed to this
state if the security property is located in this state under the principles stated in para-
graph (e).

(g) Interest income and other receipts from consumer loans not secured by real or
tangible personal property that are made to residents of this state, whether at a place
of business, by traveling loan officer, by mail, by telephone or other electronic means,
must be attributed to this state.

(h) Interest income and other receipts from commercial loans and installment
obligations that are unsecured by real or tangible personal property or secured by intan-
gible property must be attributed to this state if the proceeds of the loan are to be
applied in this state. If it cannot be determined where the funds are to be applied, the
income and receipts are attributed to the state in which the office of the borrower from
which the application would be made in the regular course of business is located. If this
cannot be determined, the transaction is disregarded in the apportionment formula.

(i) Interest income and other receipts from a participating financial institution’s
portion of participation and syndication loans must be attributed under paragraphs (e)
to (h). A participation loan is an arrangement in which a lender makes a loan to a bor-
rower and then sells, assigns, or otherwise transfers all or a part of the loan to a purchas-
ing financial institution. A syndication loan is a loan transaction involving multiple
financial institutions in which all the lenders are named as parties to the loan documen-
tation, are known to the borrower, and have privity of contract with the borrower.

(j) Interest income and other receipts including service charges from financial
institution credit card and travel and entertainment credit card receivables and credit
card holders’ fees must be attributed to the state to which the card charges and fees are
regularly billed.

(k) Merchant discount income derived from financial institution credit card
holder transactions with a merchant must be attributed to the state in which the mer-
chant is located. In the case of merchants located within and outside the state, only
receipts from merchant discounts attributable to sales made from locations within the
state are attributed to this state. It is presumed, subject to rebuttal, that the location
of a merchant is the address shown on the invoice submitted by the merchant to the
taxpayer.
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(1) Receipts from the performance of fiduciary and other services must be attri-
buted to the state in which the benefits of the services are consumed. If the benefits are
consumed in more than one state, the receipts from those benefits must be apportioned
to this state pro rata according to the portion of the benefits consumed in this state. If
the extent to which the benefits of services are consumed in this state is not readily
determinable, the benefits of the services shall be deemed to be consumed at the loca-
tion of the office of the customer from which the services were ordered in the regular
course of the customer’s trade or business. If the ordering office cannot be determined,
the benefits of the services shall be deemed to be consumed at the office of the customer
to which the services are billed.

(m) Receipts from the issuance of travelers checks and money orders must be attri-
buted to the state in which the checks and money orders are purchased.

(n) Receipts from investments of a financial institution in securities and from
money market instruments must be apportioned to this state based on the ratio that
total deposits from this state, its residents, including any business with an office or other
place of business in this state, its political subdivisions, agencies, and instrumentalities
bear to the total deposits from all states, their residents, their political subdivisions,
agencies, and instrumentalities. In the case of an unregulated financial institution sub-
ject to this section, these receipts are apportioned to this state based on the ratio that
its gross business income, excluding such receipts, earned from sources within this state
bears to gross business income, excluding such receipts, earned from sources within all
states. For purposes of this subdivision, deposits made by this state, its residents, its
political subdivisions, agencies, and instrumentalities must be attributed to this state,
whether or not the deposits are accepted or maintained by the taxpayer at locations
within this state.

(o) A financial institution’s interest in property described in section 290.018, sub-
division 3, paragraph (b), is included in the receipts factor in the same manner as assets
in the nature of securities or money market instruments are included in paragraph (n).

Subd. 7. [Repealed, 1991 ¢ 291 art 7 s 26]

Subd. 8. Deposit; definition. (a) “Deposit,” as used in subdivision 7, has the mean-
ings in this subdivision.

(b) “Deposit” means the unpaid balance of money or its equivalent received or
held by a financial institution in the usual course of business and for which it has given
or is obligated to give credit, either conditionally or unconditionally, to a commercial,
checking, savings, time, or thrift account whether or not advance notice is required to
withdraw the creditéd funds, or which is evidenced by its certificate of deposit, thrift
certificate, investment certificate, or certificate of indebtedness, or other similar name,
or a check or draft drawn against a deposit account and certified by the financial institu-
tion, or a letter of credit or a traveler’s check on which the financial institution is pri-
marily liable. However, without limiting the generality of the term “money or its
equivalent,” any such account or instrument must be regarded as evidencing the receipt
of the equivalent of money when credited or issued in exchange for checks or drafts or
for a promissory note upon which the person obtaining the credit or instrument is pri-
marily or secondarily liable, or for a charge against a deposit account, or in settlement
of checks, drafts, or other instruments forwarded to the bank for collection.

(c) “Deposit” means trust funds received or held by the financial institution,
whether held in the trust department or held or deposited in any other department of
the financial institution.

(d) “Deposit” means money received or held by a financial institution, or the
credit given for money or its equivalent received or held by a financial institution, in
the usual course of business for a special or specific purpose, regardless of the legal rela-
tionship so established. Under this paragraph, “deposit” includes, but is not limited to,
escrow funds, funds held as security for an obligation due to the financial institution
or others, including funds held as dealers reserves, or for securities loaned by the finan-
cial institution, funds deposited by a debtor to meet maturing obligations, funds depos-
ited as advance payment on subscriptions to United States government securities,
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funds held for distribution or purchase of securities, funds held to meet its acceptances
or letters of credit, and withheld taxes. It does not include funds received by the finan-
cial institution for immediate application to the reduction of an indebtedness to the
receiving financial institution, or under condition that the receipt of the funds immedi-
ately reduces or extinguishes the indebtedness.

(e) “Deposit” means outstanding drafts, including advice or another such institu-
tion, cashier’s checks, money orders, or other officer’s checks issued in the usual course
of business for any purpose, but not including those issued in payment for services, div-
idends, or purchases or other costs or expenses of the financial institution itself.

(f) “Deposit” means money or its equivalent held as a credit balance by a financial
institution on behalf of its customer if the entity is engaged in soliciting and holding
such balances in the regular course of its business.

(g) Interinstitution fund transfers are not deposits.
[For text of subds 9 and 10, see M.S.1990]

Subd. 11. Financial institutions; property factor. (a) For financial institutions, the
property factor includes, as well as tangible property, intangible property as set forth
in this subdivision.

(b) Intangible personal property must be included at its tax basis for federal
income tax purposes.

(c) Goodwill must not be included in the property factor.

(d) Coin and currency located in this state must be attributed to this state.

(e) Lease financing receivables must be attributed to this state if and to the extent
that the property is located within this state.

(f) Assets in the nature of loans that are secured by real or tangible personal prop-
erty must be attributed to this state if and to the extent that the security property is
located within this state.

(g) Assets in the nature of consumer loans and instaliment obligations that are
unsecured or secured by intangible property must be attributed to this state if the loan
was made to a resident of this state.

(h) Assets in the nature of commercial loan and installment obligations that are
unsecured by real or tangible personal property or secured by intangible property must
be attributed to this state if the proceeds of the loan are to be applied in this state. If
it cannot be determined where the funds are to be applied, the assets must be attributed
to the state in which there is located the office of the borrower from which the applica-
tion would be made in the regular course of business. If this cannot be determined, the
transaction is disregarded in the apportionment formula.

(i) A participating financial institution’s portion of participation and syndication
loans must be attributed under paragraphs (e) to (h).

(j) Financial institution credit card and travel and entertainment credit card
receivables must be attributed to the state to which the credit card charges and fees are
regularly billed.

(k) Receivables arising from merchant discount income derived from financial
institution credit card holder transactions with a merchant are attributed to the state
in which the merchant is located. In the case of merchants located within and without
the state, only receivables from merchant discounts attributable to sales made from
locations within the state are attributed to this state. It is presumed, subject to rebuttal,
that the location of a merchant is the address shown on the invoice submitted by the
merchant to the taxpayer.

(1) Assets in the nature of securities and money market instruments are appor-
tioned to this state based upon the ratio that total deposits from this state, its residents,
its political subdivisions, agencies and instrumentalities bear to the total deposits from
all states, their residents, their political subdivisions, agencies and instrumentalities.
In the case of an unregulated financial institution, the assets are apportioned to this
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state based upon the ratio that its gross business income earned from sources within
this state bears to gross business income earned from sources within all states. For pur-
poses of this paragraph, deposits made by this state, its residents, its political subdivi-
sions, agencies, and instrumentalities are attributed to this state, whether or not the
deposits are accepted or maintained by the taxpayer at locations within this state.

(m) A financial institution’s interest in any property described in section 290.015,
subdivision 3, paragraph (b), is included in the property factor in the same manner as
assets in the nature of securities or money market instruments are included under para-
graph (1).

[For text of subd 12, see M.S.1990]
History: 1991 ¢ 291 art 7 s 17-19

290.35 INSURANCE COMPANIES; REPORT OF NET INCOME; COMPUTA-
TION OF AMOUNT OF INCOME ALLOCABLE TO STATE.

[For text of subds 1 and 2, see M.S.1990)

Subd. 3. Credit. An insurance company shall receive a credit against the tax com-
puted under sections 290.06, subdivision 1, and 290.0921, equal to any taxes based on
premiums paid by it that are attributable to the period for which the tax under this
chapter is imposed by virtue of any law of this state, other than the surcharge on premi-
ums imposed by sections 69.54 to 69.56.

[For text of subds 4 and 5, see M.S. 1990}
History: 1991 ¢ 291 art 7 s 20

290.48 DELINQUENT TAXES, COLLECTION.
[For text of subds 3 and 4, see M.S.1990]

Subd. §. [Repealed, 1991 ¢ 291 art 16 5 12]
[For text of subd 7, see M.S.1990]

Subd. 8. [Repealed, 1991 ¢ 291 art 16 s 12]
[For text of subd 10, see M.S.1990]

290.611 DISCLOSURE OF CONTENTS OF TAX RETURNS PROHIBITED IN
CERTAIN INSTANCES; PENALTY.

Subdivision 1. No person who prepares, aids in the preparation, processes, trans-
mits, consults with respect to or reviews a state or federal tax return for another person,
corporation, partnership, association or other taxpayer shall divulge any particulars of
such return, except to authorized employees of the department of revenue or of the
Internal Revenue Service in the course of an examination, without the written permis-
sion of such person, corporation, partnership, association or other taxpayer or the
legally appointed representative of such taxpayer if such taxpayer is deceased, incompe-
tent or otherwise unable to give such consent. The provisions of this subdivision shall
not apply to disclosure by an employee of the department of revenue or of the Internal
Revenue Service to other employees of such department or service where such disclo-
sure is necessary for the effective administration of the tax laws of the state or the fed-
eral government.

[For text of subds 2 to 4, see M.S.1990]
History: 1991 ¢ 291 art 215 13
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29092 TAX WITHHELD AT SOURCE UPON WAGES.

Subdivision 1. Definitions. (1) Wages. For purposes of this section, the term
“wages” means the same as that term is defined in section 3401(a) and (f) of the Internal
Revenue Code of 1986, as amended through December 31, 1990, except wages shall
not include agricultural labor as defined in section 3121(g) of the Internal Revenue
Code of 1986, as amended through December 31, 1990.

(2) Payroll period. For purposes of this section the term “payroll period” means
a period for which a payment of wages is ordinarily made to the employee by the
employee’s employer, and the term “miscellaneous payroll period” means a payroll
period other than a daily, weekly, biweekly, ssmimonthly, monthly, quarterly, semian-
nual, or annual payroll period.

(3) Employee. For purposes of this section the term “employee” means any resi-
dent individual performing services for an employer, either within or without, or both
within and without the state of Minnesota, and every nonresident individual perform-
ing services within the state of Minnesota, the performance of which services consti-
tute, establish, and determine the relationship between the parties as that of employer
and employee. As used in the preceding sentence, the term “employee” includes an offi-
cer of a corporation, and an officer, employee, or elected official of the United States,
a state, or any political subdivision thereof, or the District of Columbia, or any agency
or instrumentality of any one or more of the foregoing.

(4) Employer. For purposes of this section the term “employer” means any person,
including individuals, fiduciaries, estates, trusts, partnerships, and corporations trans-
acting business in or deriving any income from sources within the state of Minnesota
for whom an individual performs or performed any service, of whatever nature, as the
employee of such person, except that if the person for whom the individual performs
or performed the services does not have legal control of the payment of the wages for
such services, the term “employer,” except for purposes of paragraph (1), means the
person having legal control of the payment of such wages. As used in the preceding sen-
tence, the term “employer” includes any corporation, individual, estate, trust, or orga-
nization which is exempt from taxation under section 290.05 and further includes, but
is not limited to, officers of corporations who have legal control, either individually or
jointly with another or others, of the payment of the wages.

(5) Number of withholding exemptions claimed. For purposes of this section, the
term “number of withholding exemptions claimed” means the number of withholding
exemptions claimed in a withholding exemption certificate in effect under subdivision
5, except that if no such certificate is in effect, the number of withholding exemptions
claimed shall be considered to be zero.

[For text of subds 2a to 4a, see M.S.1990]

Subd. 4b. Withholding by partnerships. (a) A partnership shall deduct and with-
hold a tax as provided in paragraph (b) for nonresident individual partners based on
their distributive shares of partnership income for a taxable year of the partnership.

(b) The amount of tax withheld is determined by multiplying the partner’s distrib-
utive share allocable to Minnesota under section 290.17, paid or credited during the
taxable year by the highest rate used to determine the income tax liability for an indi-
vidual under section 290.06, subdivision 2c, except that the amount of tax withheld
may be determined by the commissioner if the partner submits a withholding exemp-
tion certificate under subdivision S.

(c) The commissioner may reduce or abate the tax withheld under this subdivision
if the partnership had reasonable cause to believe that no tax was due under this sec-
tion.

(d) Notwithstanding paragraph (a), a partnership is not required to deduct and
withhold tax for a nonresident partner if:

(1) the partner elects to have the tax due paid as part of the partnership’s compos-
ite return under section 290.39, subdivision §;
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(2) the partner has Minnesota assignable federal adjusted gross income from the
partnership of less than $1,000; or

(3) the partnership is liquidated or terminated, the income was generated by a
transaction related to the termination or liquidation, and no cash or other property was
distributed in the current or prior taxable year; or

(4) the distributive shares of partnership income are attributable to:
(i) income required to be recognized because of discharge of indebtedness;

(ii) income recognized because of a sale, exchange, or other disposition of real
estate, depreciable property, or property described in section 179 of the Internal Reve-
nue Code of 1986, as amended through December 31, 1989; or

(iii) income recognized on the sale, exchange, or other disposition of any property
that has been the subject of a basis reduction pursuant to section 108, 734, 743, 754,
or 1017 of the Internal Revenue Code of 1986, as amended through December 31,
1989,
to the extent that the income does not include cash received or receivable or, if there
is cash received or receivable, to the extent that the cash is required to be used to pay
indebtedness by the partnership or a secured debt on partnership property.

(e) For purposes of subdivision 6a, and sections 289A.09, subdivision 2, 289A.20,
subdivision 2, paragraph (c), 289A.50, 289A.56, 289A.60, and 289A.63, a partnership
is considered an employer.

(f) To the extent that income is exempt from withholding under paragraph (d),
clause (4), the commissioner has a lien in an amount up to the amount that would be
required to be withheld with respect to the income of the partner attributable to the
partnership interest, but for the application of paragraph (d), clause (4). The lien arises
under section 270.69 from the date of assessment of the tax against the partner, and
attaches to that partner’s share of the profits and any other money due or to become
due to that partner in respect of the partnership. Notice of the lien may be sent by mail
to the partnership, without the necessity for recording the lien. The notice has the force
and effect of a levy under section 270.70, and is enforceable against the partnership in
the manner provided by that section. Upon payment in full of the liability subsequent
to the notice of lien, the partnership must be notified that the lien has been satisfied.

Subd. 4c. Withholding by s corporations. (a) A corporation having a valid election
in effect under section 290.9725 shall deduct and withhold a tax as provided in para-
graph (b) for nonresident individual shareholders their share of the corporation’s
income for the taxable year.

(b) The amount of tax withheld is determined by multiplying the amount of
income allocable to Minnesota under section 290.17 by the highest rate used to deter-
mine the income tax liability of an individual under section 290.06, subdivision 2c,
except that the amount of tax withheld may be determined by the commissioner if the
shareholder submits a withholding exemption certificate under subdivision 5.

(c) Notwithstanding paragraph (a), a corporation is not required to deduct and
withhold tax for a nonresident shareholder, if:

(1) the shareholder elects to have the tax due paid as part of the corporation’s com-
posite return under section 290.39, subdivision §;

(2) the shareholder has Minnesota assignable federal adjusted gross income from
the corporation of less than $1,000; or

(3) the corporation is liquidated or terminated, the income was generated by a
transaction related to the termination or liquidation, and no cash or other property was
distributed in the current or prior taxable year.

(d) For purposes of subdivision 6a, and sections 289A.09, subdivision 2, 289A.20,
subdivision 2, paragraph (c), 289A.50, 289A.56, 289A.60, and 289A.63, a corporation
1s considered an employer.

[For text of subds 5 to 6a, see M.S.1990]
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Subd. 6b. Jeopardy assessments. The commissioner, on having reason to believe
that the collection of the tax under this section, section 290.923, or chapter 289A will
be jeopardized by delay, may immediately assess the tax, whether or not the time pre-
scribed by law for making and filing the return and paying the tax has expired.

[For text of subds 9 and 10, see M.S.1990]

Subd. 12. Withheld amount, credit against tax. (a) The amount deducted and with-
held as tax under subdivision 2a or 3 during a calendar year upon wages shall be atllowed
as a credit to the recipient of the income against the taxes imposed by this chapter, for
a taxable year beginning in such calendar year. If more than one taxable year begins
in such calendar year, such amount shall be allowed as a credit against the taxes for the
last taxable year so beginning.

(b) The amount deducted and withheld under subdivisions 4b and 4c and under
section 290.923, subdivision 2, for partnership, S corporation, or royalty income must
be allowed as a credit to the recipient of the income against the taxes imposed by this
chapter for the tax year the income is subject to tax under this chapter.

[For text of subds 16 to 22, see M.S.1990]

Subd. 23. Withholding by employer of delinquent taxes. (1) The commissioner
may, within five years after the date of assessment of the tax, or if a lien has been filed
under section 270.69, within the statutory period for enforcement of the lien, give
notice to any employer deriving income which has a taxable situs in this state regardless
of whether the income is exempt from taxation, that an employee of that employer is
delinquent in a certain amount with respect to any state taxes, including penalties,
interest, and costs. The commissioner can proceed under this subdivision only if the
tax is uncontested or if the time for appeal of the tax has expired. The commissioner
shall not proceed under this subdivision until the expiration of 30 days after mailing
to the taxpayer, at the taxpayer’s last known address, a written notice of (a) the amount
of taxes, interest, and penalties due from the taxpayer and demand for their payment,
and (b) the commissioner’s intention to require additional withholding by the taxpay-
er’s employer pursuant to this subdivision. The effect of the notice shall expire 180 days
after it has been mailed to the taxpayer provided that the notice may be renewed by
mailing a new notice which is in accordance with this subdivision. The renewed notice
shall have the effect of reinstating the priority of the original claim. The notice to the
taxpayer shall be in substantially the same form as that provided in section 571.41. The
notice shall further inform the taxpayer of the wage exemptions contained in section
550.37, subdivision 14, If no statement of exemption is received by the commissioner
within 30 days from the mailing of the notice, the commissioner may proceed under
this subdivision. The notice to the taxpayer’s employer may be served by mail or by
delivery by an employee of the department of revenue and shall be in substantially the
same form as provided in section 571.495. Upon receipt of notice, the employer shall
withhold from compensation due or to become due to the employee, the total amount
shown by the notice, subject to the provisions of section 571.55. The employer shall
continue to withhold each pay period until the notice is released by the commissioner
under section 270.709. Upon receipt of notice by the employer, the claim of the state
of Minnesota shall have priority over any subsequent garnishments or wage assign-
ments. The commissioner may arrange between the employer and the employee for
withholding a portion of the total amount due the employee each pay period, until the
total amount shown by the notice plus accrued interest has been withheld.

The “compensation due” any employee is defined in accordance with the provi-
sions of section 571.55. The maximum withholding allowed under this subdivision for
any one pay period shall be decreased by any amounts payable pursuant to a garnish-
ment action with respect to which the employer was served prior to being served with
the notice of delinquency and any amounts covered by any irrevocable and previously
effective assignment of wages; the employer shall give notice to the department of the
amounts and the facts relating to such assignments within ten days after the service of
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the notice of delinquency on the form provided by the department of revenue as noted
in this subdivision.

(2) If the employee ceases to be employed by the employer before the full amount
set forth in a notice of delinquency plus accrued interest has been withheld, the
employer shall immediately notify the commissioner in writing of the termination date
of the employee and the total amount withheld. No employer may discharge any
employee by reason of the fact that the commissioner has proceeded under this subdivi-
sion. If an employer discharges an employee in violation of this provision, the employee
shall have the same remedy as provided in section 571.61, subdivision 2.

(3) Within ten days after the expiration of such pay period, the employer shall
remit to the commissioner, on a form and in the manner prescribed by the commis-
sioner, the amount withheld during each pay period under this subdivision. Should any
employer, after notice, willfully fail to withhold in accordance with the notice and this
subdivision, or willfully fail to remit any amount withheld as required by this subdivi-
sion, the employer shall be liable for the total amount set forth in the notice together
with accrued interest which may be collected by any means provided by law relating
to taxation. Any amount collected from the employer for failure to withhold or for fail-
ure to remit under this subdivision shall be credited to the employee’s account in the
following manner: penalties, interest, tax, and costs.

(4) Clauses (1), (2), and (3), except provisions imposing a liability on the employer
for failure to withhold or remit, shall apply to cases in which the employer is the United
States or any instrumentality thereof or this state or any municipality or other subordi-
nate unit thereof.

(5) The commissioner shall refund to the employee excess amounts withheld from
the employee under this subdivision. If any excess results from payments by the
employer because of willful failure to withhold or remit as prescribed in clause (3), the
excess attributable to the employer’s payment shall be refunded to the employer.

(6) Employers required to withhold delinquent taxes, penalties, interest, and costs
under this subdivision shall not be required to compute any additional interest, costs
or other charges to be withheld.

(7) The collection remedy provided to the commissioner by this subdivision shall
have the same legal effect as if it were a levy made pursuant to section 270.70.

[For text of subds 24 and 25, see M.S.1990]

Subd. 26. Extension of withholding to certain payments where identifying number
not furnished or inaccurate. (a) If, in the case of any reportable payment, (1) the payee
fails to furnish the payee’s social security account number to the payor, or (2) the com-
missioner notifies the payor that the social security account number furnished by the
payee is incorrect, then the payor shall deduct and withhold from the payment a tax
equal to the amount of the payment multiplied by the highest rate used in determining
the income tax liability of an individual under section 290.06, subdivision 2c.

(b)(1) In the case of any failure described in clause (a)(1), clause (a) shall apply to
any reportable payment made by the payor during the period during which the social
security account number has not been furnished.

(2) In any case where there is a notification described in clause (a)(2), clause (a)
shall apply to any reportable payment made by the payor (i) after the close of the 30th
day after the day on which the payor received the notification, and (ii) before the payee
furnishes another social security account number.

(3)(1) Unless the payor elects not to have this subparagraph apply with respect to
the payee, clause (a) shall also apply to any reportable payment made after the close
of the period described in paragraph (1) or (2) (as the case may be) and before the 30th
day after the close of the period.

(ii) If the payor elects the application of this subparagraph with respect to the
payee, clause (a) shall also apply to any reportable payment made during the 30-day
period described in paragraph (2).
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(iii) The payor may elect a period shorter than the grace period set forth in sub-
paragraph (i) or (ii) as the case may be.

(¢) The provisions of section 3406 of the Internal Revenue Code of 1986, as
amended through December 31, 1989, shall apply and shall govern when withholding
shall be required and the definition of terms. The term “reportable payment™ shall
include only those payments for personal services. No tax shall be deducted or withheld
under this subdivision with respect to any amount for which withholding is otherwise
required under this section. For purposes of this section, payments which are subject
to withholding under this subdivision shall be treated as if they were wages paid by an
employer to an employee and amounts deducted and withheld under this subdivision
shall be treated as if deducted and withheld under subdivision 2a.

(d) Whenever the commissioner notifies a payor under this subdivision that the
social security account number furnished by any payee is incorrect, the commissioner
shall at the same time furnish a copy of the notice to the payor, and the payor shall
promptly furnish the copy to the payee. If the commissioner notifies a payor under this
subdivision that the social security account number furnished by any payee is incorrect
and the payee subsequently furnishes another social security account number to the
payor, the payor shall promptly notify the commissioner of the other social security
account number furnished.

Subd. 27. Pari-mutuel winnings. Any holder of a class A, B, or D license issued by
the Minnesota racing commission shall deduct and withhold an amount equal to the
winnings multiplied by the highest rate used in determining the income tax liability of
an individual under section 290.06, subdivision 2¢, as Minnesota withholding tax. For
purposes of this subdivision, the term “winnings which are subject to withholding” has
the meaning given in section 3402(q)(3) of the Internal Revenue Code of 1986, as
amended through December 31, 1989. For purposes of the provisions of this section,
a payment to any person of winnings which are subject to withholding must be treated
as if the payment was a wage paid by an employer to an employee. Every individual
who is to receive a payment of winnings which are subject to withholding shall furnish
the license holder with a statement, made under the penalties of perjury, containing the
name, address, and social security account number of the person receiving the payment
and of each person entitled to any portion of such payment. The license holder is liable
for the payment of the tax required to be withheld under this subdivision and subdivi-
sion 28 but is not liable to any person for the amount of the payment.

[For text of subds 28 and 29, see M.S.1990}
History: 1991 ¢ 291 art 6 s 34-39; art 165 11

290.9727 TAX ON CERTAIN BUILT-IN GAINS.

Subdivision 1. Tax imposed. For a corporation electing S corporation status pursu-
ant to section 1362 of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1989, after December 31, 1986, and having a recognized built-in gain as defined
in section 1374 of the Internai Revenue Code of 1986, as amended through December
31, 1989, there is imposed a tax on the taxable income of such S corporation, as defined
in this section, at the rate prescribed by section 290.06, subdivision 1. This subdivision
does not apply to any corporation having an S election in effect for each of its taxable
years. An S corporation and any predecessor corporation must be treated as one corpo-
ration for purposes of the preceding sentence.

Subd. la. Asset transfers. In the case of the transfer of assets from a C corporation
to an S corporation as described in section 1374(d)(8) of the Internal Revenue Code
of 1986, as amended through December 31, 1990, a tax is imposed on the taxable
income of the S corporation, as defined in this section, at the rate prescribed in section
290.06, subdivision 1.

[For text of subd 2, see M.S.1990]

Subd. 3. Taxable net income. For purposes of this section, taxable net income
means the lesser of:
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(1) the recognized built-in gains of the S corporation for the taxable year, as deter-
mined under section 1374 of the Internal Revenue Code of 1986, as amended through
December 31, 1989, subject to the modifications provided in section 290.01, subdivi-
sion 19f, that are allocable to this state under section 290.17, 290.191, or 290.20; or

(2) the amount of the S corporation’s federal taxable income, as determined under
section 1374(d)(4) of the Internal Revenue Code of 1986, as amended through Decem-
ber 31, 1989, subject to the provisions of section 290.01, subdivisions 19¢ to 19f, that
is allocable to this state under section 290.17, 290.191, or 290.20, less the deduction
for charitable contributions in section 290.21, subdivision 3.

[For text of subd 4, see M.S. 1990}

Subd. 5. Credit carryforward. Any credit carryforward allowed under this chapter
and arising in a taxable year in which the corporation was a C corporation is allowed
as a credit against the tax imposed by this section.

History: 1991 ¢ 291 art 7 s 21-24
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