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A bill for an act
relating to taxation; modifying the provisions of the international economic
development zone; repealing the corporate franchise tax; amending Minnesota
Statutes 2006, sections 272.02, subdivision 83; 290.06, subdivision 2c, as
amended; 290.067, subdivision 1; 290.0671, subdivision 1; 290.091, subdivision
2, as amended; 297A.68, subdivision 41; 469.321, subdivision 6; 469.322;
469.324; 469.327, subdivisions 1, 2; 469.328, subdivision 1; 469.329; Minnesota
Statutes 2007 Supplement, section 290.01, subdivision 19b, as amended;
repealing Minnesota Statutes 2006, sections 289A.08, subdivision 3; 289A.26;
290.01, subdivisions 19c¢, 19d; 290.014, subdivision 5; 290.02; 290.06,
subdivision 1; 290.0921; 290.0922; 290.093; 290.21; 290.34; 290.36; 290.371;
290.432; 469.321, subdivisions 2, 3, 7, 8, 9; 469.3215; 469.323; 469.325;
469.326.

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

Section 1. Minnesota Statutes 2006, section 272.02, subdivision 83, is amended to read:

Subd. 83. International economic development zone property. (a) Improvements
to real property, and personal property, classified under section 273.13, subdivision
24, and located within the international economic development zone designated under
section 469.322, are exempt from ad valorem taxes levied under chapter 275, if the
improvements are:

(1) used as part of aregtonat-distributronreenter the scheduled airline operations of a
qualified business, as defined in section 469.321; or

(2) occupied by a qualified business as defined in section 469.32 1 ;thattsesthe

(b) The exemption applies to each assessment year that begins during the duration of
the international economic development zone. To be exempt under paragraph (a), clause

(2), the property must be occupied by July 1 of the assessment year by a qualified business
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that has signed the bustness-substdy agreement by July 1 of the assessment year under

section 469.321, subdivision 6, clause (2).

EFFECTIVE DATE. This section is effective for property taxes payable in 2010,

and thereafter.

Sec. 2. Minnesota Statutes 2007 Supplement, section 290.01, subdivision 19b, as
amended by Laws 2008, chapter 154, article 3, section 3, and Laws 2008, chapter 154,
article 11, section 11, is amended to read:

Subd. 19b. Subtractions from federal taxable income. For individuals, estates,
and trusts, there shall be subtracted from federal taxable income:

(1) net interest income on obligations of any authority, commission, or
instrumentality of the United States to the extent includable in taxable income for federal
income tax purposes but exempt from state income tax under the laws of the United States;

(2) if included in federal taxable income, the amount of any overpayment of income
tax to Minnesota or to any other state, for any previous taxable year, whether the amount
is received as a refund or as a credit to another taxable year's income tax liability;

(3) the amount paid to others, less the amount used to claim the credit allowed under
section 290.0674, not to exceed $1,625 for each qualifying child in grades kindergarten
to 6 and $2,500 for each qualifying child in grades 7 to 12, for tuition, textbooks, and
transportation of each qualifying child in attending an elementary or secondary school
situated in Minnesota, North Dakota, South Dakota, lowa, or Wisconsin, wherein a
resident of this state may legally fulfill the state's compulsory attendance laws, which
1s not operated for profit, and which adheres to the provisions of the Civil Rights Act
of 1964 and chapter 363A. For the purposes of this clause, "tuition" includes fees or
tuition as defined in section 290.0674, subdivision 1, clause (1). As used in this clause,
"textbooks" includes books and other instructional materials and equipment purchased
or leased for use in elementary and secondary schools in teaching only those subjects
legally and commonly taught in public elementary and secondary schools in this state.
Equipment expenses qualifying for deduction includes expenses as defined and limited in
section 290.0674, subdivision 1, clause (3). "Textbooks" does not include instructional
books and materials used in the teaching of religious tenets, doctrines, or worship, the
purpose of which is to instill such tenets, doctrines, or worship, nor does it include books
or materials for, or transportation to, extracurricular activities including sporting events,
musical or dramatic events, speech activities, driver's education, or similar programs. For
purposes of the subtraction provided by this clause, "qualifying child" has the meaning

given in section 32(c)(3) of the Internal Revenue Code;
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(4) income as provided under section 290.0802;

(5) to the extent included in federal adjusted gross income, income realized on
disposition of property exempt from tax under section 290.491;

(6) to the extent not deducted or not deductible pursuant to section 408(d)(8)(E)
of the Internal Revenue Code in determining federal taxable income by an individual
who does not itemize deductions for federal income tax purposes for the taxable year, an
amount equal to 50 percent of the excess of charitable contributions over $500 allowable
as a deduction for the taxable year under section 170(a) of the Internal Revenue Code and
under the provisions of Public Law 109-1;

(7) for taxable years beginning before January 1, 2008, the amount of the federal
small ethanol producer credit allowed under section 40(a)(3) of the Internal Revenue Code
which is included in gross income under section 87 of the Internal Revenue Code;

(8) for individuals who are allowed a federal foreign tax credit for taxes that do not
qualify for a credit under section 290.06, subdivision 22, an amount equal to the carryover
of subnational foreign taxes for the taxable year, but not to exceed the total subnational
foreign taxes reported in claiming the foreign tax credit. For purposes of this clause,
"federal foreign tax credit" means the credit allowed under section 27 of the Internal
Revenue Code, and "carryover of subnational foreign taxes" equals the carryover allowed
under section 904(c) of the Internal Revenue Code minus national level foreign taxes to
the extent they exceed the federal foreign tax credit;

(9) in each of the five tax years immediately following the tax year in which an
addition is required under subdivision 19a, clause (7), or 19c¢, clause (14), in the case
of a shareholder of a corporation that is an S corporation, an amount equal to one-fifth
of the delayed depreciation. For purposes of this clause, "delayed depreciation" means
the amount of the addition made by the taxpayer under subdivision 19a, clause (7), or
subdivision 19c¢, clause (14), in the case of a shareholder of an S corporation, minus the
positive value of any net operating loss under section 172 of the Internal Revenue Code
generated for the tax year of the addition. The resulting delayed depreciation cannot be
less than zero;

(10) job opportunity building zone income as provided under section 469.316;

(11) to the extent included in federal taxable income, the amount of compensation
paid to members of the Minnesota National Guard or other reserve components of the
United States military for active service performed in Minnesota, excluding compensation
for services performed under the Active Guard Reserve (AGR) program. For purposes of
this clause, "active service" means (i) state active service as defined in section 190.05,

subdivision 5a, clause (1); (i) federally funded state active service as defined in section
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190.05, subdivision 5b; or (ii1) federal active service as defined in section 190.05,
subdivision 5c, but "active service" excludes services performed exclusively for purposes
of basic combat training, advanced individual training, annual training, and periodic
inactive duty training; special training periodically made available to reserve members;
and service performed in accordance with section 190.08, subdivision 3;

(12) to the extent included in federal taxable income, the amount of compensation
paid to Minnesota residents who are members of the armed forces of the United States or
United Nations for active duty performed outside Minnesota under United States Code,
title 10, section 101(d); United States Code, title 32, section 101(12); or the authority of
the United Nations;

(13) an amount, not to exceed $10,000, equal to qualified expenses related to a
qualified donor's donation, while living, of one or more of the qualified donor's organs
to another person for human organ transplantation. For purposes of this clause, "organ"
means all or part of an individual's liver, pancreas, kidney, intestine, lung, or bone marrow;
"human organ transplantation" means the medical procedure by which transfer of a human
organ is made from the body of one person to the body of another person; "qualified
expenses" means unreimbursed expenses for both the individual and the qualified donor
for (1) travel, (i1) lodging, and (iii) lost wages net of sick pay, except that such expenses
may be subtracted under this clause only once; and "qualified donor" means the individual
or the individual's dependent, as defined in section 152 of the Internal Revenue Code. An
individual may claim the subtraction in this clause for each instance of organ donation for
transplantation during the taxable year in which the qualified expenses occur;

(14) in each of the five tax years immediately following the tax year in which an
addition is required under subdivision 19a, clause (8), or 19c¢, clause (15), in the case of
a shareholder of a corporation that is an S corporation, an amount equal to one-fifth of
the addition made by the taxpayer under subdivision 19a, clause (8), or 19c¢, clause (15),
in the case of a shareholder of a corporation that is an S corporation, minus the positive
value of any net operating loss under section 172 of the Internal Revenue Code generated
for the tax year of the addition. If the net operating loss exceeds the addition for the tax
year, a subtraction is not allowed under this clause; and

(15) to the extent included in federal taxable income, compensation paid to a
nonresident who is a service member as defined in United States Code, title 10, section
101(a)(5), for military service as defined in the Service Member Civil Relief Act, Public
Law 108-189, section 101(2):and
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EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2009.

Sec. 3. Minnesota Statutes 2006, section 290.06, subdivision 2¢, as amended by Laws
2008, chapter 154, article 4, section 6, is amended to read:

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 surviving
spouses as defined in section 2(a) of the Internal Revenue Code must be computed by
applying to their taxable net income the following schedule of rates:

(1) On the first $25,680, 5.35 percent;

(2) On all over $25,680, but not over $102,030, 7.05 percent;

(3) On all over $102,030, 7.85 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.

(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 $17,570, 5.35 percent;

(2) On all over $17,570, but not over $57,710, 7.05 percent;

(3) On all over $57,710, 7.85 percent.

(c) The income taxes imposed by this chapter upon unmarried individuals qualifying
as a head of household as defined in section 2(b) of the Internal Revenue Code must be
computed by applying to taxable net income the following schedule of rates:

(1) On the first $21,630, 5.35 percent;

(2) On all over $21,630, but not over $86,910, 7.05 percent;

(3) On all over $86,910, 7.85 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 compute

the individual's Minnesota income tax as provided in this subdivision. After the
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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 and increased by the additions
required under section 290.01, subdivision 19a, clauses (1), (5), (6), (7), (8), (9), (11), and
(12) and reduced by the Minnesota assignable portion of the subtraction for United States
government interest under section 290.01, subdivision 19b, clause (1), and the subtractions
under section 290.01, subdivision 19b, clauses (9), (10), (14), (15), and (16), 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, increased by the amounts specified in
section 290.01, subdivision 19a, clauses (1), (5), (6), (7), (8), (9), (11), and (12) and
reduced by the amounts specified in section 290.01, subdivision 19b, clauses (1), (9), (10),

(14), and (15);and-(16).

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2009.

Sec. 4. Minnesota Statutes 2006, section 290.067, subdivision 1, 1s amended to read:

Subdivision 1. Amount of credit. (a) 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 subdivision
2 except that in determining whether the child qualified as a dependent, income received
as a Minnesota family investment program 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 do not apply.

(b) If a child who has not attained the age of six years 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 has not attained the
age of six years at the close of the taxable year, the amount of expenses deemed 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.
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(c) If a married couple:

(1) has a child who has not attained the age of one year at the close of the taxable
year;

(2) files a joint tax return for the taxable year; and

(3) does not participate in a dependent care assistance program as defined in section
129 of the Internal Revenue Code, in lieu of the actual employment related expenses paid
for that child under paragraph (a) or the deemed amount under paragraph (b), the lesser of
(i) the combined earned income of the couple or (ii) the amount of the maximum limit for
one qualified individual under section 21(c) and (d) of the Internal Revenue Code will
be deemed to be the employment related expense paid for that child. The earned income
limitation of section 21(d) of the Internal Revenue Code shall not apply to this deemed
amount. These deemed amounts apply regardless of whether any employment-related
expenses have been paid.

(d) 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 sentence,
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 including earned income excluded pursuant to section
290.01, subdivision 19b, clause (10) er1+6), 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 residents of Minnesota, the subtractions for military pay under section 290.01,
subdivision 19b, clauses (11) and (12), are not considered "earned income not subject to
tax under this chapter."

For residents of Minnesota, the exclusion of combat pay under section 112 of the
Internal Revenue Code is not considered "earned income not subject to tax under this

chapter."
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EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2009.

Sec. 5. Minnesota Statutes 2006, section 290.0671, subdivision 1, is amended to read:

Subdivision 1. Credit allowed. (a) An individual is allowed a credit against the tax
imposed by this chapter equal to a percentage of earned income. To receive a credit, a
taxpayer must be eligible for a credit under section 32 of the Internal Revenue Code.

(b) For individuals with no qualifying children, the credit equals 1.9125 percent of
the first $4,620 of earned income. The credit is reduced by 1.9125 percent of earned
income or adjusted gross income, whichever is greater, in excess of $5,770, but in no
case is the credit less than zero.

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the first
$6,920 of earned income and 8.5 percent of earned income over $12,080 but less than
$13,450. The credit is reduced by 5.73 percent of earned income or adjusted gross income,
whichever is greater, in excess of $15,080, but in no case is the credit less than zero.

(d) For individuals with two or more qualifying children, the credit equals ten
percent of the first $9,720 of earned income and 20 percent of earned income over
$14,860 but less than $16,800. The credit is reduced by 10.3 percent of earned income
or adjusted gross income, whichever is greater, in excess of $17,890, but in no case is
the credit less than zero.

(e) For a nonresident or part-year resident, the credit must be allocated based on the
percentage calculated under section 290.06, subdivision 2¢, paragraph (e).

(f) For a person who was a resident for the entire tax year and has earned income
not subject to tax under this chapter, including income excluded under section 290.01,
subdivision 19b, clause (10) er{16, the credit must be allocated based on the ratio of
federal adjusted gross income reduced by the earned income not subject to tax under
this chapter over federal adjusted gross income. For purposes of this paragraph, the
subtractions for military pay under section 290.01, subdivision 19b, clauses (11) and (12),
are not considered "earned income not subject to tax under this chapter."

For the purposes of this paragraph, the exclusion of combat pay under section 112
of the Internal Revenue Code is not considered "earned income not subject to tax under
this chapter."

(g) For tax years beginning after December 31, 2001, and before December 31,
2004, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased by

$1,000 for married taxpayers filing joint returns.
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(h) For tax years beginning after December 31, 2004, and before December 31,
2007, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased by
$2,000 for married taxpayers filing joint returns.

(1) For tax years beginning after December 31, 2007, and before December 31, 2010,
the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in paragraph
(d), after being adjusted for inflation under subdivision 7, are each increased by $3,000 for
married taxpayers filing joint returns. For tax years beginning after December 31, 2008,
the $3,000 is adjusted annually for inflation under subdivision 7.

(j) The commissioner shall construct tables showing the amount of the credit at
various income levels and make them available to taxpayers. The tables shall follow
the schedule contained in this subdivision, except that the commissioner may graduate

the transition between income brackets.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2009.

Sec. 6. Minnesota Statutes 2006, section 290.091, subdivision 2, as amended by Laws

2008, chapter 154, article 4, section 7, is amended to read:

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 section
55(b)(2) of the Internal Revenue Code;

(2) the taxpayer's itemized deductions allowed in computing federal alternative
minimum taxable income, but excluding:

(1) the charitable contribution deduction under section 170 of the Internal Revenue
Code:

(A) for taxable years beginning before January 1, 2006, to the extent that the
deduction exceeds 1.0 percent of adjusted gross income;

(B) for taxable years beginning after December 31, 2005, to the full extent of the
deduction.

For purposes of this clause, "adjusted gross income" has the meaning given in
section 62 of the Internal Revenue Code;

(i1) the medical expense deduction;

(111) the casualty, theft, and disaster loss deduction; and

Sec. 6. 9
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(iv) the impairment-related work expenses of a disabled person;

(3) for depletion allowances computed under section 613A(c) of the Internal
Revenue Code, with respect to each property (as defined in section 614 of the Internal
Revenue Code), to the extent not included in federal alternative minimum taxable income,
the excess of the deduction for depletion allowable under section 611 of the Internal
Revenue Code for the taxable year over the adjusted basis of the property at the end of the
taxable year (determined without regard to the depletion deduction for the taxable year);

(4) to the extent not included in federal alternative minimum taxable income, the
amount of the tax preference for intangible drilling cost under section 57(a)(2) of the
Internal Revenue Code determined without regard to subparagraph (E);

(5) 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); and

(6) the amount of addition required by section 290.01, subdivision 19a, clauses
(7) to (9), (11), and (12);

less the sum of the amounts determined under the following:

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

(2) an overpayment of state income tax as provided by section 290.01, subdivision
19b, clause (2), to the extent included in federal alternative minimum taxable income;

(3) 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; and

(4) amounts subtracted from federal taxable income as provided by section 290.01,
subdivision 19b, clauses (9) to (163 (15).

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

(b) "Investment interest" means investment interest as defined in section 163(d)(3)
of the Internal Revenue Code.

(c) "Tentative minimum tax" equals 6.4 percent of alternative minimum taxable
income after subtracting the exemption amount determined under subdivision 3.

(d) "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.

(e) "Net minimum tax" means the minimum tax imposed by this section.
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EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2009.

Sec. 7. Minnesota Statutes 2006, section 297A.68, subdivision 41, is amended to read:

Subd. 41. International economic development zones. (a) Purchases of tangible
personal property or taxable services by a qualified business, as defined in section 469.321,
are exempt if the property or services are primarily used or consumed in the international
economic development zone designated under section 469.322. This exemption applies
only if the purchase is made and delivery received after the business signed the btsiness
substdy agreement required under chapter 469.

(b) Purchase and use of construction materials, supplies, and equipment incorporated
into the construction of improvements to real property in the international economic
development zone are exempt if the improvements after completion of construction are to

wise used in

the conduct of fretghtforwarding scheduled airline operations and related activities of a

qualified business as defined in section 469.321. This exemption applies regardless of
whether the purchases are made by the business or a contractor.

(c) The exemptions under this subdivision apply to a local sales and use tax,
regardless of whether the local tax is imposed on sales taxable under this chapter or in
another law, ordinance, or charter provision.

(d) The exemptions in this section apply to sales and purchases made after the-date
June 30, 2009, and before

EFFECTIVE DATE. This section is effective for sales made after June 30, 2009.

Sec. 8. Minnesota Statutes 2006, section 469.321, subdivision 6, is amended to read:

Subd. 6. Qualified business. "Qualified business" means a person whohas-stgned-a

subdtvistonr4; carrying on a trade or business ataptace-ofbusinesstocated-withinthe
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mternattonal-cconomte-devetopmentzone-thatts consisting of scheduled airline operations

that employ at least 70,000 employees, that acquires a scheduled airline headquartered in

the state of Minnesota, and that:

(D

the commissioner of the Department of Employment and Economic Development to

maintain its headquarters in Minnesota for at least 12 years.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 9. Minnesota Statutes 2006, section 469.322, is amended to read:

469.322 DESIGNATION OF INTERNATIONAL ECONOMIC

DEVELOPMENT ZONE.

aeres: consisting of the headquarters and related facilities of a qualified business and the

property, owned or leased and occupied by a qualified business at the Minneapolis-St.

Paul International Airport, is designated as an international economic development zone.

The designation authority under this section is limited to ene that zone.

(b)
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13.1

13.2

133

13.4

13.5

13.6

13.7

13.8

13.9 tey Duration of the zone is a 12-year period beginning on January 1, 2010.

13.10 EFFECTIVE DATE. This section is effective June 30, 2008.

13.11 Sec. 10. Minnesota Statutes 2006, section 469.324, is amended to read:

13.12 469.324 TAX INCENTIVES IN INTERNATIONAL ECONOMIC

13.13  DEVELOPMENT ZONE.

13.14 Qualified businesses that operate in an international economic development zone,
13.15  individuals who invest in a regional distribution center or qualified businesses that operate
13.16  1in an international economic development zone, and property located in an international
13.17  economic development zone qualify for:

13.18 (1) exem

13.19

13.20 3> exemption from the state sales and use tax and any local sales and use taxes on
1321  qualifying purchases as provided in section 297A.68, subdivision 41;
13.22 4 (2) exemption from the property tax as provided in section 272.02, subdivision

1323 68; and

13.24 59 (3) the jobs credit allowed under section 469.327.

13.25 EFFECTIVE DATE. This section is effective June 30, 2008.

13.26 Sec. 11. Minnesota Statutes 2006, section 469.327, subdivision 1, is amended to read:
13.27 Subdivision 1. Credit allowed. (a) A qualified business is allowed a credit against

13.28  the taxes imposed under chapter 290. The credit equals seven one percent of the:

13.29 (1) lesser of*
13.30
13.31 ity total Minnesota payroll for the taxable year, less total Minnesota payroll for

1332 the base year; minus
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(2) $30,000 multiplied by the number of full-time equivalent employees that the
qualified business employs in the-mternatronal-economte-development-zone Minnesota
for the taxable year, minus the number of full-time equivalent employees the business
employed in thezene Minnesota in the base year, but not less than zero.

(b) This section applies only to tax years beginning during the duration of the

international economic development zone.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2009.

Sec. 12. Minnesota Statutes 2006, section 469.327, subdivision 2, is amended to read:

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

(b) "Base year" means the taxable year beginning during the calendar year
immediately preceding the calendar year in which the duration of the zone begins under
section 469.322, paragraph &y (b).

(c) "Full-time equivalent employees" means the equivalent of annualized expected
hours of work equal to 2,080 hours.

(d) "Minnesota payroll" means the wages or salaries attributed to Minnesota under
section 290.191, subdivision 12, for the qualified business or the unitary business of which
the qualified business is a part, whichever is greater.

(e) "Zone Payroll" means wages or salaries used to determine the zone payroll
factor for the qualified business, less the amount of compensation attributable to any

employee that exceeds $70,000.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2009.

Sec. 13. Minnesota Statutes 2006, section 469.328, subdivision 1, is amended to read:
Subdivision 1. Repayment obligation. A person must repay the amount of the tax
reduction received under section 469.324, subdivision 1, clauses (1) to (5), or credit
received under section 469.327, during the two years immediately before it ceased to
operate in the zone as a qualified business, if the person ceased to operate its facility
located within the zone, ceased to be in compliance with the terms of the business-stbstdy

agreement under section 469.321, subdivision 6, or otherwise ceases to be or is not a

qualified business.

EFFECTIVE DATE. This section is effective June 30, 2008.
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Sec. 14. Minnesota Statutes 2006, section 469.329, is amended to read:

469.329 REPORTING REQUIREMENTS.

by The commissioner must report on its Web site information on (1) the estimated
amount of the tax expenditures for the zone, (2) the business subsidy agreements with
qualified businesses in the zone, (3) the estimated number of new jobs created in the
zone and investment made, and (4) other information similar to the information that the
commissioner reports on the job opportunity building zone program on the department's

Web site.

EFFECTIVE DATE. This section is effective June 30, 2008.

Sec. 15. AIRPORT GOVERNANCE STUDY COMMISSION.

(a) An airport study commission is established to examine the governance structure

of the Metropolitan Airports Commission and the operations of the Minneapolis-St.

Paul International Airport. The purpose of the study is to determine ways in which the

governance and operations of the airport could be improved to be more efficient and

cost-effective with a primary goal of permitting the airport to be operated as a residual

airport that is more attractive as a base for major airline operations.

(b) The commission consists of 12 members as follows:

(1) six members of the public, particularly individuals with knowledge of and

experience in the aviation industry, appointed by the governor;

(2) three members of the senate, consisting of two members of the majority caucus

and one member of the minority caucus, appointed by the senate Subcommittee on

Committees of the Committee on Rules and Administration; and

(3) three members of the house of representatives, two appointed by the speaker

and one appointed by the minority leader.

(¢) The commission shall file a written report with the legislature on or before

January 4, 2010, in the manner provided under Minnesota Statutes, section 3.195.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 16. REVISOR'S INSTRUCTION.

Sec. 16. 15
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16.1 The revisor of statutes shall prepare a bill for introduction in the 2009 legislature

16.2 implementing and conforming to the repeal of the corporate franchise in section 17 by

16.3 eliminating the references to the tax and its provisions in Minnesota Statutes.

16.4 Sec. 17. REPEALER.

16.5 (a) Minnesota Statutes 2006, sections 289A.08, subdivision 3; 289A.26; 290.01,
16.6 subdivisions 19¢ and 19d; 290.014, subdivision 5; 290.02; 290.06, subdivision 1;

16.7 290.0921:;290.0922; 290.093; 290.21; 290.34; 290.36; 290.371; and 290.432, are repealed.

16.8 (b) Minnesota Statutes 2006, sections 469.321, subdivisions 2, 3, 7, 8, and 9;
16.9 469.3215;469.323; 469.325; and 469.326, are repealed.

16.10 EFFECTIVE DATE. Paragraph (a) of this section is effective for taxable years

16.11  beginning after December 31, 2009. Paragraph (b) is effective June 30, 2009.

Sec. 17. 16
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289A.08 FILING REQUIREMENTS FOR INDIVIDUAL INCOME, FIDUCIARY
INCOME, CORPORATE FRANCHISE, MINING COMPANY, AND ENTERTAINMENT
TAXES.

Subd. 3. Corporations. A corporation that is subject to the state's jurisdiction to tax under
section 290.014, subdivision 5, must file a return, except that a foreign operating corporation as
defined in section 290.01, subdivision 6b, is not required to file a return. The commissioner
shall adopt rules for the filing of one return on behalf of the members of an affiliated group of
corporations that are required to file a combined report. All members of an affiliated group that are
required to file a combined report must file one return on behalf of the members of the group under
rules adopted by the commissioner. If a corporation claims on a return that it has paid tax in excess
of the amount of taxes lawfully due, that corporation must include on that return information
necessary for payment of the tax in excess of the amount lawfully due by electronic means.

289A.26 PAYMENT OF ESTIMATED TAX BY CORPORATIONS.

Subdivision 1. Minimum liability. A corporation subject to taxation under chapter 290
(excluding section 290.92) or an entity subject to taxation under section 290.05, subdivision
3, must make payment of estimated tax for the taxable year if its tax liability so computed
can reasonably be expected to exceed $500, or in accordance with rules prescribed by the
commissioner for an affiliated group of corporations filing one return under section 289A.08,
subdivision 3.

Subd. 2. Amount and time for payment of installments. The estimated tax payment
required under subdivision 1 must be paid in four equal installments on or before the 15th day
of the third, sixth, ninth, and 12th month of the taxable year.

Subd. 2a. Electronic payments. If the aggregate amount of estimated tax payments
made is:

(1) $20,000 or more in the fiscal year ending June 30, 2005; or

(2) $10,000 or more in the fiscal year ending June 30, 2006, and fiscal years thereafter,
all estimated tax payments in the subsequent calendar year must be paid by electronic means.

Subd. 3. Short taxable year. (a) An entity with a short taxable year of less than 12
months, but at least four months, must pay estimated tax in equal installments on or before
the 15th day of the third, sixth, ninth, and final month of the short taxable year, to the extent
applicable based on the number of months in the short taxable year.

(b) An entity is not required to make estimated tax payments for a short taxable year
unless its tax liability before the first day of the last month of the taxable year can reasonably be
expected to exceed $500.

(c) No payment is required for a short taxable year of less than four months.

Subd. 4. Underpayment of estimated tax. If there is an underpayment of estimated tax
by a corporation, there shall be added to the tax for the taxable year an amount determined at the
rate in section 270C.40 on the amount of the underpayment, determined under subdivision 5, for
the period of the underpayment determined under subdivision 6. This subdivision does not apply
in the first taxable year that a corporation is subject to the tax imposed under section 290.02.

Subd. 5. Amount of underpayment. For purposes of subdivision 4, the amount of
the underpayment is the excess of

(1) the required installment, over

(2) the amount, if any, of the installment paid on or before the last date prescribed for
payment.

Subd. 6. Period of underpayment. The period of the underpayment runs from the date
the installment was required to be paid to the earlier of the following dates:

(1) the 15th day of the third month following the close of the taxable year for corporations,
and the 15th day of the fifth month following the close of the taxable year for entities subject to
tax under section 290.05, subdivision 3; or

(2) with respect to any part of the underpayment, the date on which that part is paid. For
purposes of this clause, a payment of estimated tax shall be credited against unpaid required
installments in the order in which those installments are required to be paid.

Subd. 7. Required installments. (a) Except as otherwise provided in this subdivision, the
amount of a required installment is 25 percent of the required annual payment.

(b) Except as otherwise provided in this subdivision, the term "required annual payment"
means the lesser of:

IR
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(1) 100 percent of the tax shown on the return for the taxable year, or, if no return is
filed, 100 percent of the tax for that year; or

(2) 100 percent of the tax shown on the return of the entity for the preceding taxable year
provided the return was for a full 12-month period, showed a liability, and was filed by the entity.

(c) Except for determining the first required installment for any taxable year, paragraph
(b), clause (2), does not apply in the case of a large corporation. The term "large corporation”
means a corporation or any predecessor corporation that had taxable net income of $1,000,000 or
more for any taxable year during the testing period. The term "testing period" means the three
taxable years immediately preceding the taxable year involved. A reduction allowed to a large
corporation for the first installment that is allowed by applying paragraph (b), clause (2), must be
recaptured by increasing the next required installment by the amount of the reduction.

(d) In the case of a required installment, if the corporation establishes that the annualized
income installment is less than the amount determined in paragraph (a), the amount of the
required installment is the annualized income installment and the recapture of previous quarters'
reductions allowed by this paragraph must be recovered by increasing later required installments
to the extent the reductions have not previously been recovered.

(e) The "annualized income installment" is the excess, if any, of:

(1) an amount equal to the applicable percentage of the tax for the taxable year computed
by placing on an annualized basis the taxable income:

(1) for the first two months of the taxable year, in the case of the first required installment;

(11) for the first two months or for the first five months of the taxable year, in the case
of the second required installment;

(ii1) for the first six months or for the first eight months of the taxable year, in the case of
the third required installment; and

(1v) for the first nine months or for the first 11 months of the taxable year, in the case of
the fourth required installment, over

(2) the aggregate amount of any prior required installments for the taxable year.

(3) For the purpose of this paragraph, the annualized income shall be computed by placing
on an annualized basis the taxable income for the year up to the end of the month preceding the due
date for the quarterly payment multiplied by 12 and dividing the resulting amount by the number
of months in the taxable year (2, 5, 6, 8, 9, or 11 as the case may be) referred to in clause (1).

(4) The "applicable percentage" used in clause (1) is:

For the following The applicable
required installments: percentage is:
Ist 25
2nd 50
3rd 75
4th 100

(H)(1) If this paragraph applies, the amount determined for any installment must be
determined in the following manner:

(1) take the taxable income for the months during the taxable year preceding the filing
month;

(i1) divide that amount by the base period percentage for the months during the taxable
year preceding the filing month;

(ii1) determine the tax on the amount determined under item (ii); and

(iv) multiply the tax computed under item (iii) by the base period percentage for the filing
month and the months during the taxable year preceding the filing month.

(2) For purposes of this paragraph:

(1) the "base period percentage" for a period of months is the average percent that the
taxable income for the corresponding months in each of the three preceding taxable years bears to
the taxable income for the three preceding taxable years;

(i1) the term "filing month" means the month in which the installment is required to be paid;

(ii1) this paragraph only applies if the base period percentage for any six consecutive
months of the taxable year equals or exceeds 70 percent; and

(iv) the commissioner may provide by rule for the determination of the base period
percentage in the case of reorganizations, new corporations, and other similar circumstances.

(3) In the case of a required installment determined under this paragraph, if the entity
determines that the installment is less than the amount determined in paragraph (a), the amount
of the required installment is the amount determined under this paragraph and the recapture of
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previous quarters' reductions allowed by this paragraph must be recovered by increasing later
required installments to the extent the reductions have not previously been recovered.

Subd. 8. Definition of tax. The term "tax" as used in this section means the tax imposed
by chapter 290.

Subd. 9. Failure to file an estimate. In the case of an entity that fails to file an estimated
tax for a taxable year when one is required, the period of the underpayment runs from the
four installment dates in subdivision 2 or 3, whichever applies, to the earlier of the periods in
subdivision 6, clauses (1) and (2).

Subd. 10. Payment on account. Payment of the estimated tax or any installment of it
shall be considered payment on account of the taxes imposed by chapter 290, for the taxable year.

Subd. 11. Overpayment of estimated tax installment. If the amount of an installment
payment of estimated tax exceeds the amount determined to be the correct amount of the
installment payment, the overpayment must be credited against the unpaid installments, if any.

290.01 DEFINITIONS.

Subd. 19c. Corporations; additions to federal taxable income. For corporations,
there shall be added to federal taxable income:

(1) the amount of any deduction taken for federal income tax purposes for income,
excise, or franchise taxes based on net income or related minimum taxes, including but not
limited to the tax imposed under section 290.0922, paid by the corporation to Minnesota, another
state, a political subdivision of another state, the District of Columbia, or any foreign country
or possession of the United States;

(2) interest not subject to federal tax upon obligations of: the United States, its possessions,
its agencies, or its instrumentalities; the state of Minnesota or any other state, any of its political
or governmental subdivisions, any of its municipalities, or any of its governmental agencies or
instrumentalities; the District of Columbia; or Indian tribal governments;

(3) exempt-interest dividends received as defined in section 852(b)(5) of the Internal
Revenue Code;

(4) the amount of any net operating loss deduction taken for federal income tax purposes
under section 172 or 832(c)(10) of the Internal Revenue Code or operations loss deduction under
section 810 of the Internal Revenue Code;

(5) the amount of any special deductions taken for federal income tax purposes under
sections 241 to 247 and 965 of the Internal Revenue Code;

(6) losses from the business of mining, as defined in section 290.05, subdivision 1, clause
(a), that are not subject to Minnesota income tax;

(7) the amount of any capital losses deducted for federal income tax purposes under
sections 1211 and 1212 of the Internal Revenue Code;

(8) the exempt foreign trade income of a foreign sales corporation under sections 921(a)
and 291 of the Internal Revenue Code;

(9) the amount of percentage depletion deducted under sections 611 through 614 and
291 of the Internal Revenue Code;

(10) for certified pollution control facilities placed in service in a taxable year beginning
before December 31, 1986, and for which amortization deductions were elected under section 169
of the Internal Revenue Code of 1954, as amended through December 31, 1985, the amount of the
amortization deduction allowed in computing federal taxable income for those facilities;

(11) the amount of any deemed dividend from a foreign operating corporation determined
pursuant to section 290.17, subdivision 4, paragraph (g);

(12) the amount of a partner's pro rata share of net income which does not flow through to
the partner because the partnership elected to pay the tax on the income under section 6242(a)(2)
of the Internal Revenue Code;

(13) the amount of net income excluded under section 114 of the Internal Revenue Code;

(14) any increase in subpart F income, as defined in section 952(a) of the Internal Revenue
Code, for the taxable year when subpart F income is calculated without regard to the provisions of
section 103 of Public Law 109-222;

(15) 80 percent of the depreciation deduction allowed under section 168(k)(1)(A) and
(k)(4)(A) of the Internal Revenue Code. For purposes of this clause, if the taxpayer has an activity
that in the taxable year generates a deduction for depreciation under section 168(k)(1)(A) and
(k)(4)(A) and the activity generates a loss for the taxable year that the taxpayer is not allowed to
claim for the taxable year, "the depreciation allowed under section 168(k)(1)(A) and (k)(4)(A)"
for the taxable year is limited to excess of the depreciation claimed by the activity under section
168(k)(1)(A) and (k)(4)(A) over the amount of the loss from the activity that is not allowed in
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the taxable year. In succeeding taxable years when the losses not allowed in the taxable year are
allowed, the depreciation under section 168(k)(1)(A) and (k)(4)(A) is allowed;

(16) 80 percent of the amount by which the deduction allowed by section 179 of the
Internal Revenue Code exceeds the deduction allowable by section 179 of the Internal Revenue
Code of 1986, as amended through December 31, 2003;

(17) to the extent deducted in computing federal taxable income, the amount of the
deduction allowable under section 199 of the Internal Revenue Code; and

(18) the exclusion allowed under section 139A of the Internal Revenue Code for federal
subsidies for prescription drug plans.

Subd. 19d. Corporations; modifications decreasing federal taxable income. For
corporations, there shall be subtracted from federal taxable income after the increases provided 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:

(1) 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¢e; and

(i1) 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, section 290.09,
subdivision §;

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

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

(i1) 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;

(i11) 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 (i) 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 19¢, clause (11), a
reasonable allowance for depletion based on actual cost. In the case of leases the deduction
must be apportioned between the lessor and lessee in accordance with rules prescribed 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 beginning
before December 31, 1986, and for which amortization deductions were elected under section 169
of the Internal Revenue Code of 1954, as amended through December 31, 1985, an amount equal
to the allowance for depreciation under Minnesota Statutes 1986, section 290.09, subdivision 7;

(9) 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, subdivision 19c¢, clause (1), in a prior taxable year;

4R



APPENDIX
Repealed Minnesota Statutes: 08-6948

(10) 80 percent 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;

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

(12) the amount of disability 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;

(13) 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;

(14) the amount of salary expenses not allowed for federal income tax purposes due to
claiming the Indian employment credit under section 45A(a) of the Internal Revenue Code;

(15) the amount of any refund of environmental taxes paid under section 59A of the
Internal Revenue Code;

(16) for taxable years beginning before January 1, 2008, the amount of the federal small
ethanol producer credit allowed under section 40(a)(3) of the Internal Revenue Code which is
included in gross income under section 87 of the Internal Revenue Code;

(17) for a corporation whose foreign sales corporation, as defined in section 922 of the
Internal Revenue Code, constituted a foreign operating corporation during any taxable year
ending before January 1, 1995, and a return was filed by August 15, 1996, claiming the deduction
under section 290.21, subdivision 4, for income received from the foreign operating corporation,
an amount equal to 1.23 multiplied by the amount of income excluded under section 114 of the
Internal Revenue Code, provided the income is not income of a foreign operating company;

(18) any decrease in subpart F income, as defined in section 952(a) of the Internal Revenue
Code, for the taxable year when subpart F income is calculated without regard to the provisions of
section 614 of Public Law 107-147;

(19) in each of the five tax years immediately following the tax year in which an addition
1s required under subdivision 19c, clause (15), an amount equal to one-fifth of the delayed
depreciation. For purposes of this clause, "delayed depreciation" means the amount of the addition
made by the taxpayer under subdivision 19c, clause (15). The resulting delayed depreciation
cannot be less than zero; and

(20) in each of the five tax years immediately following the tax year in which an addition
is required under subdivision 19¢c, clause (16), an amount equal to one-fifth of the amount
of the addition.

290.014 JURISDICTION TO TAX IN GENERAL.

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, or 290.36;

(2) taxed to the corporation under the Internal Revenue Code (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
provisions of section 662(b) of the Internal Revenue Code, 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 (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, 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 trust; or

(4) taxed to the corporation under the Internal Revenue Code (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, would be allocable to this
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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.

290.02 FRANCHISE TAX ON CORPORATIONS MEASURED BY NET INCOME.

An annual franchise tax on the exercise of the corporate franchise to engage in contacts
with this state that produce gross income attributable to sources within this state is imposed upon
every corporation that so exercises its franchise during the taxable year.

Contacts within this state do not include transportation in interstate or foreign commerce,
or both, by means of ships navigating within or through waters that are made international for
navigation purposes by any treaty or agreement to which the United States is a party.

The tax so imposed is measured by the corporations' taxable income and alternative
minimum taxable income for the taxable year for which the tax is imposed, and computed in the
manner and at the rates provided in this chapter.

290.06 RATES OF TAX; CREDITS.
Subdivision 1. Computation, corporations. The franchise tax imposed upon corporations
shall be computed by applying to their taxable income the rate of 9.8 percent.

290.0921 CORPORATE ALTERNATIVE MINIMUM TAX AFTER 1989.

Subdivision 1. Tax imposed. In addition to the taxes computed under this chapter without
regard to this section, the franchise tax imposed on corporations includes a tax equal to the excess,
if any, for the taxable year of:

(1) 5.8 percent of Minnesota alternative minimum taxable income; over

(2) the tax imposed under section 290.06, subdivision 1, without regard to this section.

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

(b) "Alternative minimum taxable net income" is alternative minimum taxable income,

(1) less the exemption amount, and

(2) apportioned or allocated to Minnesota under section 290.17, 290.191, or 290.20.

(c) The "exemption amount" is $40,000, reduced, but not below zero, by 25 percent of the
excess of alternative minimum taxable income over $150,000.

(d) "Minnesota alternative minimum taxable income" is alternative minimum taxable
net income, less the deductions for alternative tax net operating loss under subdivision 4; and
dividends received under subdivision 6. The sum of the deductions under this paragraph may not
exceed 90 percent of alternative minimum taxable net income. This limitation does not apply to:

(1) a deduction for dividends paid to or received from a corporation which is subject to
tax under section 290.36 and which is a member of an affiliated group of corporations as defined
by the Internal Revenue Code; or

(2) a deduction for dividends received from a property and casualty insurer as defined
under section 60A.60, subdivision 8, which is a member of an affiliated group of corporations as
defined by the Internal Revenue Code and either: (i) the dividend is eliminated in consolidation
under Treasury Regulation 1.1502-14(a), as amended through December 31, 1989; or (ii) the
dividend is deducted under an election under section 243(b) of the Internal Revenue Code.

Subd. 3. Alternative minimum taxable income. "Alternative minimum taxable
income" is Minnesota net income as defined in section 290.01, subdivision 19, and includes
the adjustments and tax preference items in sections 56, 57, 58, and 59(d), (e), (f), and (h) of
the Internal Revenue Code. If a corporation files a separate company Minnesota tax return,
the minimum tax must be computed on a separate company basis. If a corporation is part of a
tax group filing a unitary return, the minimum tax must be computed on a unitary basis. The
following adjustments must be made.

(1) For purposes of the depreciation adjustments under section 56(a)(1) and 56(g)(4)(A) of
the Internal Revenue Code, the basis for depreciable property placed in service in a taxable year
beginning before January 1, 1990, is the adjusted basis for federal income tax purposes, including
any modification made in a taxable year under section 290.01, subdivision 19¢, or Minnesota
Statutes 1986, section 290.09, subdivision 7, paragraph (c).

For taxable years beginning after December 31, 2000, the amount of any remaining
modification made under section 290.01, subdivision 19¢, or Minnesota Statutes 1986, section
290.09, subdivision 7, paragraph (c), not previously deducted is a depreciation allowance in the
first taxable year after December 31, 2000.
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(2) The portion of the depreciation deduction allowed for federal income tax purposes
under section 168(k) of the Internal Revenue Code that is required as an addition under section
290.01, subdivision 19c, clause (16), is disallowed in determining alternative minimum taxable
income.

(3) The subtraction for depreciation allowed under section 290.01, subdivision 19d, clause
(19), is allowed as a depreciation deduction in determining alternative minimum taxable income.

(4) The alternative tax net operating loss deduction under sections 56(a)(4) and 56(d)
of the Internal Revenue Code does not apply.

(5) The special rule for certain dividends under section 56(g)(4)(C)(ii) of the Internal
Revenue Code does not apply.

(6) The special rule for dividends from section 936 companies under section
56(g)(4)(C)(iii) does not apply.

(7) The tax preference for depletion under section 57(a)(1) of the Internal Revenue Code
does not apply.

(8) The tax preference for intangible drilling costs under section 57(a)(2) of the Internal
Revenue Code must be calculated without regard to subparagraph (E) and the subtraction under
section 290.01, subdivision 19d, clause (4).

(9) The tax preference for tax exempt interest under section 57(a)(5) of the Internal
Revenue Code does not apply.

(10) The tax preference for charitable contributions of appreciated property under section
57(a)(6) of the Internal Revenue Code does not apply.

(11) For purposes of calculating the tax preference for accelerated depreciation or
amortization on certain property placed in service before January 1, 1987, under section 57(a)(7)
of the Internal Revenue Code, the deduction allowable for the taxable year is the deduction
allowed under section 290.01, subdivision 19e.

For taxable years beginning after December 31, 2000, the amount of any remaining
modification made under section 290.01, subdivision 19¢e, not previously deducted is a
depreciation or amortization allowance in the first taxable year after December 31, 2004.

(12) For purposes of calculating the adjustment for adjusted current earnings in section
56(g) of the Internal Revenue Code, the term "alternative minimum taxable income" as it is used
in section 56(g) of the Internal Revenue Code, means alternative minimum taxable income as
defined in this subdivision, determined without regard to the adjustment for adjusted current
earnings in section 56(g) of the Internal Revenue Code.

(13) For purposes of determining the amount of adjusted current earnings under section
56(g)(3) of the Internal Revenue Code, no adjustment shall be made under section 56(g)(4) of the
Internal Revenue Code with respect to (i) the amount of foreign dividend gross-up subtracted as
provided in section 290.01, subdivision 19d, clause (1), (ii) the amount of refunds of income,
excise, or franchise taxes subtracted as provided in section 290.01, subdivision 19d, clause (10),
or (ii1) the amount of royalties, fees or other like income subtracted as provided in section 290.01,
subdivision 19d, clause (11).

(14) Alternative minimum taxable income excludes the income from operating in a job
opportunity building zone as provided under section 469.317.

(15) Alternative minimum taxable income excludes the income from operating in a
biotechnology and health sciences industry zone as provided under section 469.337.

(16) Alternative minimum taxable income excludes the income from operating in an
international economic development zone as provided under section 469.326.

Items of tax preference must not be reduced below zero as a result of the modifications in
this subdivision.

Subd. 3a. Exemptions. The following entities are exempt from the tax imposed by
this section:

(1) cooperatives taxable under subchapter T of the Internal Revenue Code or organized
under chapter 308 or a similar law of another state;

(2) corporations subject to tax under section 60A.15, subdivision 1;

(3) real estate investment trusts;

(4) regulated investment companies or a fund thereof;

(5) entities having a valid election in effect under section 860D(b) of the Internal Revenue
Code; and

(6) small corporations exempt from the federal alternative minimum tax under section
55(e) of the Internal Revenue Code.

Subd. 4. Alternative tax net operating loss. (a) An alternative tax net operating loss
deduction is allowed from alternative minimum taxable net income equal to the net operating loss
deduction allowable for the taxable year under section 290.095 with the following modifications:
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(1) The amount of the net operating loss deduction must not exceed 90 percent of
alternative minimum taxable net income.

(2) In determining the amount of the net operating loss deduction (i) the net operating
loss under section 290.095 must be adjusted as provided in paragraph (b), and (ii) for taxable
years beginning after December 31, 1989, section 290.095, subdivision 3, must be applied by
substituting "90 percent of alternative minimum taxable net income" for "taxable net income."

(b) The following adjustments must be made to the alternative tax net operating loss
deduction under paragraph (a):

(1) For a loss year beginning after December 31, 1989, the net operating loss for each
year under section 290.095 must be (i) determined with the adjustments provided in sections 56
and 58 of the Internal Revenue Code, as modified by subdivision 3 and (ii) reduced by the items
of tax preference for the year determined under section 57 of the Internal Revenue Code, as
modified by subdivision 3.

(2) For a loss year beginning before January 1, 1990, the amount of the net operating loss
that may be carried over to taxable years beginning after December 31, 1989, equals the amount
which may be carried from the loss year to the first taxable year of the taxpayer beginning after
December 31, 1989.

Subd. 6. Dividends received. (a) A deduction is allowed from alternative minimum
taxable net income equal to the deduction for dividends received under section 290.21, subdivision
4, for purposes of calculating taxable income under section 290.01, subdivision 29.

(b) The amount of the deduction must not exceed 90 percent of alternative minimum
taxable net income.

This limitation does not apply to:

(1) dividends paid to or received from a corporation which is subject to tax under section
290.36 and which is a member of an affiliated group of corporations as defined by the Internal
Revenue Code; or

(2) dividends received from a property and casualty insurer as defined under section
60A.60, subdivision 8, which is a member of an affiliated group of corporations as defined by the
Internal Revenue Code and either: (i) the dividend is eliminated in consolidation under Treasury
Regulation 1.1502-14(a), as amended through December 31, 1989; or (ii) the dividend is deducted
under an election under section 243(b) of the Internal Revenue Code.

Subd. 7. Foreign operating companies. The income and deductions related to foreign
operating companies, as defined in section 290.01, subdivision 6b, that are used to calculate
Minnesota alternative minimum taxable income, are limited to the amounts included for purposes
of calculating taxable income under section 290.01, subdivision 29.

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 allowable 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 computed
under subdivision 1, 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, subdivision 1.

(c) The qualified alternative minimum tax for a taxable year is an alternative minimum 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 following taxable year. No credit may be
carried to a taxable year in which alternative minimum tax was paid.

(d) An acquiring corporation may carry over this credit from a transferor or distributor
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.

290.0922 MINIMUM FEE; CORPORATIONS; PARTNERSHIPS.

Subdivision 1. Imposition. (a) In addition to the tax imposed by this chapter without
regard to this section, the franchise tax imposed on a corporation required to file under section
289A.08, subdivision 3, other than a corporation treated as an "S" corporation under section
290.9725 for the taxable year includes a tax equal to the following amounts:
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If the sum of the corporation's the tax

Minnesota property, payrolls, and sales equals:
or receipts is:

less than $500,000 $ 0

$ 500,000 to $ 999,999 $ 100

$ 1,000,000to$ 4,999,999 $ 300

$ 5,000,000to$ 9,999,999 $1,000

$ 10,000,000t0 $ 19,999,999 $2,000

$ 20,000,000 or more $5,000

(b) A tax is imposed for each taxable year on a corporation required to file a return under
section 289A.12, subdivision 3, that is treated as an "S" corporation under section 290.9725
and on a partnership required to file a return under section 289A.12, subdivision 3, 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 for the taxpayer due under section
289A.18, subdivision 1. The commissioner shall prescribe the return to be used for payment of
this tax. The tax under this paragraph is equal to the following amounts:

If the sum of the S corporation's or the tax

partnership's Minnesota property, equals:
payrolls, and sales or receipts is:

less than $500,000 $ 0

§  500,000to$ 999,999 $ 100

$ 1,000,000t0$ 4,999,999 $ 300

§ 5,000,000t0$ 9,999,999 $1,000

$ 10,000,000to $ 19,999,999 $2,000

$ 20,000,000 or more $5,000

Subd. 2. Exemptions. The following entities are exempt from the tax imposed by this
section:

(1) corporations exempt from tax under section 290.05;

(2) real estate investment trusts;

(3) regulated investment companies or a fund thereof; and

(4) entities having a valid election in effect under section 860D(b) of the Internal Revenue
Code;

(5) town and farmers' mutual insurance companies;

(6) cooperatives organized under chapter 308A or 308B that provide housing exclusively
to persons age 55 and over and are classified as homesteads under section 273.124, subdivision 3;

(7) an entity, if for the taxable year all of its property is located in a job opportunity
building zone designated under section 469.314 and all of its payroll is a job opportunity building
zone payroll under section 469.310; and

(8) an entity, if for the taxable year all of its property is located in an international
economic development zone designated under section 469.322, and all of its payroll is
international economic development zone payroll under section 469.321. The exemption under
this clause applies to taxable years beginning during the duration of the international economic
development zone.

Entities not specifically exempted by this subdivision are subject to tax under this section,
notwithstanding section 290.05.

Subd. 3. Definitions. (a) "Minnesota sales or receipts" means the total sales apportioned
to Minnesota pursuant to section 290.191, subdivision 5, the total receipts attributed to Minnesota
pursuant to section 290.191, subdivisions 6 to 8, and/or the total sales or receipts apportioned or
attributed to Minnesota pursuant to any other apportionment formula applicable to the taxpayer.

(b) "Minnesota property" means total Minnesota tangible property as provided in section
290.191, subdivisions 9 to 11, any other tangible property located in Minnesota, but does not
include: (1) property located in a job opportunity building zone designated under section 469.314,
(2) property of a qualified business located in a biotechnology and health sciences industry zone
designated under section 469.334, or (3) for taxable years beginning during the duration of the
zone, property of a qualified business located in the international economic development zone
designated under section 469.322. Intangible property shall not be included in Minnesota property
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for purposes of this section. Taxpayers who do not utilize tangible property to apportion income
shall nevertheless include Minnesota property for purposes of this section. On a return for a short
taxable year, the amount of Minnesota property owned, as determined under section 290.191,
shall be included in Minnesota property based on a fraction in which the numerator is the number
of days in the short taxable year and the denominator is 365.

(c) "Minnesota payrolls" means total Minnesota payrolls as provided in section 290.191,
subdivision 12, but does not include: (1) job opportunity building zone payrolls under section
469.310, subdivision 8, (2) biotechnology and health sciences industry zone payrolls under
section 469.330, subdivision 8, or (3) for taxable years beginning during the duration of the
zone, international economic development zone payrolls under section 469.321, subdivision 9.
Taxpayers who do not utilize payrolls to apportion income shall nevertheless include Minnesota
payrolls for purposes of this section.

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.

290.093 TAX COMPUTATION FOR MUTUAL SAVINGS BANKS CONDUCTING
LIFE INSURANCE BUSINESS.

Mutual savings banks as defined in section 594 of the Internal Revenue Code are subject
to a tax computed on the taxable income determined without regard to any items of gross income
or deductions properly allocable to the business of the life insurance department, at the rates and
in the manner for a corporation not engaged in the business of issuing life insurance contracts.

This section applies only if the life insurance department would, if it were treated as
a separate corporation, qualify as a life insurance company under section 816 of the Internal
Revenue Code.

290.21 DEDUCTIONS ALLOWED TO CORPORATIONS.

Subdivision 1. Scope and application. The following deductions shall be allowed only to
corporations and shall be deductions from a corporation's taxable net income.

Subd. 4. Dividends received from another corporation. (a)(1) Eighty percent of
dividends received by a corporation during the taxable year from another corporation, in which the
recipient owns 20 percent or more of the stock, by vote and value, not including stock described
in section 1504(a)(4) of the Internal Revenue Code when the corporate stock with respect to
which dividends are paid does not constitute the stock in trade of the taxpayer or would not be
included in the inventory of the taxpayer, or does not constitute property held by the taxpayer
primarily for sale to customers in the ordinary course of the taxpayer's trade or business, or when
the trade or business of the taxpayer does not consist principally of the holding of the stocks and
the collection of the income and gains therefrom; and

(2)(1) the remaining 20 percent of dividends if the dividends received are the stock
in an affiliated company transferred in an overall plan of reorganization and the dividend is
eliminated in consolidation under Treasury Department Regulation 1.1502-14(a), as amended
through December 31, 1989;

(11) the remaining 20 percent of dividends if the dividends are received from a corporation
which is subject to tax under section 290.36 and which is a member of an affiliated group
of corporations as defined by the Internal Revenue Code and the dividend is eliminated in
consolidation under Treasury Department Regulation 1.1502-14(a), as amended through
December 31, 1989, or is deducted under an election under section 243(b) of the Internal Revenue
Code; or

(iii) the remaining 20 percent of the dividends if the dividends are received from a
property and casualty insurer as defined under section 60A.60, subdivision 8, which is a member
of an affiliated group of corporations as defined by the Internal Revenue Code and either: (A)
the dividend is eliminated in consolidation under Treasury Regulation 1.1502-14(a), as amended
through December 31, 1989; or (B) the dividend is deducted under an election under section
243(b) of the Internal Revenue Code.

(b) Seventy percent of dividends received by a corporation during the taxable year from
another corporation in which the recipient owns less than 20 percent of the stock, by vote or
value, not including stock described in section 1504(a)(4) of the Internal Revenue Code when the
corporate stock with respect to which dividends are paid does not constitute the stock in trade of
the taxpayer, or does not constitute property held by the taxpayer primarily for sale to customers
in the ordinary course of the taxpayer's trade or business, or when the trade or business of the
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taxpayer does not consist principally of the holding of the stocks and the collection of income
and gain therefrom.

(c) The dividend deduction provided in this subdivision shall be allowed only with respect
to dividends that are included in a corporation's Minnesota taxable net income for the taxable year.

The dividend deduction provided in this subdivision does not apply to a dividend from a
corporation which, for the taxable year of the corporation in which the distribution is made or for
the next preceding taxable year of the corporation, is a corporation exempt from tax under section
501 of the Internal Revenue Code.

The dividend deduction provided in this subdivision applies to the amount of regulated
investment company dividends only to the extent determined under section 854(b) of the Internal
Revenue Code.

The dividend deduction provided in this subdivision shall not be allowed with respect
to any dividend for which a deduction is not allowed under the provisions of section 246(c) of
the Internal Revenue Code.

(d) If dividends received by a corporation that does not have nexus with Minnesota
under the provisions of Public Law 86-272 are included as income on the return of an affiliated
corporation permitted or required to file a combined report under section 290.34, subdivision 2,
then for purposes of this subdivision the determination as to whether the trade or business of the
corporation consists principally of the holding of stocks and the collection of income and gains
therefrom shall be made with reference to the trade or business of the affiliated corporation
having a nexus with Minnesota.

(e) The deduction provided by this subdivision does not apply if the dividends are paid by
a FSC as defined in section 922 of the Internal Revenue Code.

(f) If one or more of the members of the unitary group whose income is included on the
combined report received a dividend, the deduction under this subdivision for each member of the
unitary business required to file a return under this chapter is the product of: (1) 100 percent of the
dividends received by members of the group; (2) the percentage allowed pursuant to paragraph (a)
or (b); and (3) the percentage of the taxpayer's business income apportionable to this state for the
taxable year under section 290.191 or 290.20.

290.34 CORPORATIONS, SPECIAL PROVISIONS.

Subdivision 1. Business conducted in such a way as to create losses or improper
taxable net income. When any corporation liable to taxation under this chapter conducts its
business in such a manner as, directly or indirectly, to benefit its members or stockholders or any
person or corporation interested in such business or to reduce the income attributable to this state
by selling the commodities or services in which it deals at less than the fair price which might be
obtained therefor, or buying such commodities or services at more than the fair price for which
they might have been obtained, or when any corporation, a substantial portion of whose shares
is owned directly or indirectly by another corporation, deals in the commodities or services of
the latter corporation in such a manner as to create a loss or improper net income or to reduce
the taxable net income attributable to this state, the commissioner of revenue may determine the
amount of its income so as to reflect what would have been its reasonable taxable net income but
for the arrangements causing the understatement of its taxable net income or the overstatement
of its losses, having regard to the fair profits which, but for any agreement, arrangement, or
understanding, might have been or could have been obtained from such business.

Subd. 2. Affiliated or related corporations, combined report. When a corporation
which is required to file an income tax return is affiliated with or related to any other corporation
through stock ownership by the same interests or as parent or subsidiary corporations, or has its
income regulated through contract or other arrangement, the commissioner of revenue may
permit or require such combined report as, in the commissioner's opinion, is necessary in order to
determine the taxable net income of any one of the affiliated or related corporations.

290.36 INVESTMENT COMPANIES; REPORT OF NET INCOME;
COMPUTATION OF AMOUNT OF INCOME ALLOCABLE TO STATE.

The taxable net income of investment companies shall be computed as follows:

Each investment company transacting business as such in this state shall report to the
commissioner the net income returned by the company for the taxable year to the United States
under the provisions of the Internal Revenue Code, less the credits provided therein and subject to
the adjustments required by this chapter. The commissioner shall compute therefrom the taxable
net income of the investment company by assigning to this state that proportion of such net
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income, less such credits which the aggregate of the gross payments collected by the company
during the taxable year from old and new business upon investment contracts issued by the
company and held by residents of this state, bears to the total amount of the gross payments
collected during such year by the company from such business upon investment contracts issued
by the company and held by persons residing within the state and elsewhere.

As used in this section, the term "investment company" means any person, copartnership,
association, or corporation, whether local or foreign, coming within the purview of section 54.26,
and who or which is registered under the Investment Company Act of 1940 (United States Code,
title 15, section 80a-1 and following), as amended through December 31, 1986, and who or which
solicits or receives payments to be made to itself and which issues therefor, or has issued therefor
and has or shall have outstanding so-called bonds, shares, coupons, certificates of membership,
or other evidences of obligation or agreement or pretended agreement to return to the holders
or owners thereof money or anything of value at some future date; and as to whom the gross
payments received during the taxable year in question upon outstanding investment contracts, plus
interest and dividends earned on investment contracts determined by prorating the total dividends
and interest for the taxable year in question in the same proportion that certificate reserves as
defined by the Investment Company Act of 1940, as amended through December 31, 1986, is
to total assets, shall be at least 50 percent of the company's gross payments upon investment
contracts plus gross income from all other sources except dividends from subsidiaries for the
taxable year in question. The term "investment contract" shall mean any such so-called bonds,
shares, coupons, certificates of membership, or other evidences of obligation or agreement or
pretended agreement issued by an investment company.

290.371 NOTICE OF BUSINESS ACTIVITIES REPORT.

Subdivision 1. Report required. Every corporation that, during any calendar year or
fiscal accounting year beginning after December 31, 1986, obtained any business from within this
state as described in section 290.015, subdivision 1, except corporations specifically exempted
under subdivision 2, must file a notice of business activities report, as provided in this section.
Filing of the report is not a factor in determining whether a corporation is subject to taxation
under this chapter.

Subd. 2. Exemptions. A corporation is not required to file a notice of business activities
report if:

(1) by the end of an accounting period for which it was otherwise required to file a notice
of business activities report under this section, it had received a certificate of authority to do
business in this state;

(2) a timely return has been filed under section 289A.08;

(3) the corporation is exempt from taxation under this chapter pursuant to section 290.05;
or

(4) the corporation's activities in Minnesota, or the interests in property which it owns,
consist solely of activities or property exempted from jurisdiction to tax under section 290.015,
subdivision 3, paragraph (b).

Subd. 3. Annual filing. Every corporation not exempt under subdivision 2 must file
annually a notice of business activities report, including such forms as the commissioner may
require, with respect to each of its calendar or fiscal accounting years beginning after December
31, 1986, on or before the 15th day of the fourth month after the close of the calendar or fiscal
accounting year.

Subd. 4. Failure to file timely report. (a) Any corporation required to file a notice of
business activities report does not have any cause of action upon which it may bring suit under
Minnesota law, except for issues related to its Minnesota tax liability, unless the corporation
has filed a notice of business activities report.

(b) The failure of a corporation to file a timely report prevents the use of the courts in
this state, except regarding activities and property described in section 290.015, subdivision 3,
paragraph (b), for all contracts executed and all causes of action that arose at any time before the
end of the last accounting period for which the corporation failed to file a required report.

(c) The court in which the issues arise must excuse the corporation for its failure to file a
report when due, and restore the corporation's cause of action under the laws of this state, if the
corporation has paid all taxes, interest, and civil penalties due the state for all periods, or provided
for payment of them by adequate security or bond approved by the commissioner.

(d) Pursuant to section 270B.14, subdivision 6, the commissioner may acknowledge
whether or not a particular corporation has filed with the commissioner reports or returns required
by this chapter if the acknowledgment:
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(1) is to a party in a civil action;

(2) relates to the filing status of another party in the same civil action; and

(3) is in response to a written request accompanied by a copy of the summons and
complaint in the civil action.

290.432 CORPORATE NONGAME WILDLIFE CHECKOFF.

A corporation that files an income tax return may designate on its original return that $1 or
more shall be added to the tax or deducted from the refund that would otherwise be payable by
or to that corporation and paid into the nongame wildlife management account established by
section 290.431 for use by the section of wildlife in the Department of Natural Resources for its
nongame wildlife program. The commissioner of revenue shall, on the corporate tax return, notify
filers of their right to designate that a portion of their tax return be paid into the nongame wildlife
management account for the protection of endangered natural resources. All interest earned
on money accrued, gifts to the program, contributions to the program, and reimbursements of
expenditures in the nongame wildlife management account shall be credited to the account by the
commissioner of finance, except that gifts or contributions received directly by the commissioner
of natural resources and directed by the contributor for use in specific nongame field projects or
geographic areas shall be handled according to section 84.085, subdivision 1. The commissioner
of natural resources shall submit a work program for each fiscal year to the Legislative-Citizen
Commission on Minnesota Resources in the form determined by the commission. None of the
money provided in this section may be spent unless the commission has approved the work
program.

The state pledges and agrees with all corporate contributors to the nongame wildlife
account to use the funds contributed solely for the nongame wildlife program and further agrees
that it will not impose additional conditions or restrictions that will limit or otherwise restrict the
ability of the commissioner of natural resources to use the available funds for the most efficient
and effective management of those programs.

469.321 DEFINITIONS.

Subd. 2. Foreign trade zone. "Foreign trade zone" means a foreign trade zone designated
pursuant to United States Code, title 19, section 81a, for the right to use the powers provided in
United States Code, title 19, sections 81a to 81u, or a subzone authorized by the foreign trade zone.

Subd. 3. Foreign trade zone authority. "Foreign trade zone authority" means the Greater
Metropolitan Foreign Trade Zone Commission number 119, a joint powers authority created
by the county of Hennepin, the cities of Minneapolis and Bloomington, and the Metropolitan
Airports Commission, under the authority of section 469.059, 469.101, or 471.59, and includes
any other political subdivisions that enter into the authority after its creation, as well as the county
in which the zone is located. Notwithstanding section 471.59, the members of the authority are
not required to have separate authority to establish or operate a foreign trade zone.

Subd. 7. Regional distribution center. A "regional distribution center" is a distribution
center developed within a foreign trade zone. The regional distribution center must have as its
primary purpose, the facilitation of the gathering of freight for the purpose of centralizing the
functions necessary for the shipment of freight in international commerce, including, but not
limited to, security and customs functions.

Subd. 8. International economic development zone percentage or zone percentage.
"International economic development zone percentage" or "zone percentage" means the following
fraction reduced to a percentage:

(1) the numerator of the fraction is:

(1) the ratio of the taxpayer's property factor under section 290.191 located in the zone
for the taxable year which is land, buildings, machinery and equipment, inventories, and other
tangible personal property that is a regional distribution center or is used in the furtherance
of the taxpayer's freight forwarding operations over the property factor numerator determined
under section 290.191, plus

(i1) the ratio of the taxpayer's international economic development zone payroll factor
under subdivision 9 over the payroll factor numerator determined under section 290.191; and

(2) the denominator of the fraction is two.

When calculating the zone percentage for a business that is part of a unitary business as
defined under section 290.17, subdivision 4, the denominator of the payroll and property factors is
the Minnesota payroll and property of the unitary business as reported on the combined report
under section 290.17, subdivision 4, paragraph (j).
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Subd. 9. International economic development zone payroll factor or international
economic development zone payroll. "International economic development zone payroll factor"
or "international economic development zone payroll" is that portion of the payroll factor under
section 290.191 used to operate a regional distribution center, or used in the furtherance of the
taxpayer's freight forwarding operations that represents:

(1) wages or salaries paid to an individual for services performed in the international
economic development zone; or

(2) wages or salaries paid to individuals working from offices within the international
economic development zone, if their employment requires them to work outside the zone and the
work is incidental to the work performed by the individual within the zone. However, in no case
does zone payroll include wages paid for work performed outside the zone of an employee who
performs more than ten percent of total services for the employer outside the zone.

469.3215 APPLICATION FOR DESIGNATION.

Subdivision 1. Who may apply. One or more local government units, or a joint powers
board under section 471.59, acting on behalf of two or more units, may apply for designation
of an area as an international economic development zone. All or part of the area proposed for
designation as a zone must be located within the boundaries of each of the governmental units. A
local government unit may not submit or have submitted on its behalf more than one application
for designation of an international economic development zone.

Subd. 2. Application content. (a) The application must include:

(1) a resolution or ordinance adopted by each of the cities or towns and the counties in
which the zone is located, agreeing to provide all of the local tax exemptions provided under
section 469.315;

(2) an agreement by the applicant to treat incentives provided under the zone designation
as business subsidies under sections 116J.993 to 116J.995 and to comply with the requirements
of that law; and

(3) supporting evidence to allow the authority to evaluate the application.

(b) Applications must be submitted to the authority no later than December 31, 2005.

469.323 FOREIGN TRADE ZONE AUTHORITY POWERS.

Subdivision 1. Development of regional distribution center. The foreign trade zone
authority is responsible for creating and implementing a development plan for the regional
distribution center. The regional distribution center must be developed with the purpose of
expanding, on a regional basis, international distribution capacity and capability. The foreign
trade zone authority shall consult only with municipalities that have indicated to the authority an
interest in locating the international economic development zone within their boundaries, as well
as interested businesses, potential financiers, and appropriate state and federal agencies.

Subd. 2. Business plan. Before designation of an international economic development
zone under section 469.322, the governing body of the foreign trade zone authority shall prepare
a business plan. The findings of the business plan shall be presented to the legislature pursuant
to section 3.195. Copies of the business plan shall be provided to the chairs of committees with
jurisdiction over transportation and economic development. The plan must include an analysis of
the economic feasibility of the regional distribution center once it becomes operational and of the
operations of freight forwarders and other businesses that choose to locate within the boundaries
of the zone. The analysis must provide profitability models that:

(1) include the benefits of the incentives;

(2) estimate the amount of time needed to achieve profitability; and

(3) analyze the length of time incentives will be necessary to the economic viability
of the regional distribution center.

If the governing body of the foreign trade authority determines that the models do not
establish the economic feasibility of the project, the regional distribution center does not meet the
development requirements of this section and section 469.322.

Subd. 3. Port authority powers. The governing body of the foreign trade zone authority
may establish a port authority that has the same powers as a port authority established under
section 469.049. If the foreign trade zone authority establishes a port authority, the governing
body of the foreign trade zone authority may exercise all powers granted to a city by sections
469.048 to 469.068 within the area of the international economic development zone, except it
may not impose or request imposition of a property tax levy under section 469.053 by any city.
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Subd. 4. Business subsidy law. Tax exemptions and job credits provided under this
section are business subsidies and the foreign trade zone authority is the local government agency
for the purpose of sections 116J.871 and 116J.993 to 116J.995.

469.325 INDIVIDUAL INCOME TAX EXEMPTION.

Subdivision 1. Application. An individual, estate, or trust operating a trade or business in
the international economic development zone, and an individual making a qualifying investment
in a qualified business operating in the international economic development zone, qualifies for the
exemptions from taxes imposed under chapter 290, as provided in this section. The exemptions
provided under this section apply only to the extent that the income otherwise would be taxable
under chapter 290. Subtractions under this section from federal taxable income, alternative
minimum taxable income, or any other base subject to tax are limited to the amount that otherwise
would be included in the tax base absent the exemption under this section. This section applies
only to tax years beginning during the duration of the zone.

Subd. 2. Business income. An individual, estate, or trust is exempt from the taxes
imposed under chapter 290 on net income from the operation of a qualified business in the
international economic development zone. If the trade or business is carried on within and outside
of the zone and the individual is not a resident of Minnesota, the exemption must be apportioned
based on the zone percentage for the taxable year. If the trade or business is carried on within
or outside of the zone and the individual is a resident of Minnesota, the exemption must be
apportioned based on the zone percentage for the taxable year, except the ratios under section
469.321, subdivision 8, clause (1), items (i) and (i1), must use the denominators of the property
and payroll factors determined under section 290.191. No subtraction is allowed under this
section in excess of 20 percent of the sum of the international economic development zone payroll
and the adjusted basis of the property at the time that the property is first used in the international
economic development zone by the business.

469.326 CORPORATE FRANCHISE TAX EXEMPTION.

(a) A qualified business is exempt from taxation under section 290.02, the alternative
minimum tax under section 290.0921, and the minimum fee under section 290.0922, on the
portion of its income attributable to operations within the international economic development
zone. This exemption is determined as follows:

(1) for purposes of the tax imposed under section 290.02, by multiplying its taxable net
income by its zone percentage and subtracting the result in determining taxable income;

(2) for purposes of the alternative minimum tax under section 290.0921, by multiplying its
alternative minimum taxable income by its zone percentage and reducing alternative minimum
taxable income by this amount; and

(3) for purposes of the minimum fee under section 290.0922, by excluding property and
payroll in the zone from the computations of the fee or by exempting the entity under section
290.0922, subdivision 2, clause (8).

(b) No subtraction is allowed under this section in excess of 20 percent of the sum of the
corporation's international economic development zone payroll and the adjusted basis of the zone
property at the time that the property is first used in the international economic development
zone by the corporation.

(c) This section applies only to tax years beginning during the duration of the international
economic development zone.

I15R



