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the victim was under the age of 18 years at the time the offense was committed,
shall be found or made and filed in the proper court within seven years after the
commission of the offense.

(d) Indictments or complaints for violation of sections 609.466 and 609.52,
subdivision 2, clause (3)(d) shall be found or made and filed in the proper court
within six years after the commission of the offense.

(¢) Except for violations relating to false material statements, representa-
tions or omissions, indictments or complaints for violations of section 3 shall be
found or made and filed in the proper court within five years after the commis-

sion of the offense.

(f) In all other cases, indictments or complaints shall be found or made and
filed in the proper court within three years after the commission of the offense;
but the time during which the defendant shall not be an inhabitant of, or usually
resident within, this state, shall not constitute any part of the limitations imposed
by this section,

Sec. 5. REPEALER,

Minnesota Statutes 1986, section 115.071, subdivisions 2a and 2b, are repealed.
Sec. 6. EFFECTIVE DATE.

Sections 1 to 5 are effective August 1, 1987, and apply to violations occur-
ring on or after August 1, 1987,

Approved May 28, 1987

CHAPTER 268—H.F.No. 529

An act relating to the financing of government in Minnesota; changing tax rates and
bases; modifying the methods of administering, collecting, and enforcing taxes; changing the
computation, administration, and payment of aids, credits, and refunds; imposing taxes;
limiting taxing powers; transferring governmental powers and duties; allocating bonding
authority; making entitlement allocations to the cities of Minneapolis and St. Paul; repealing
income tax rules; providing for the conveyance of land in Becker county; making technical
corrections and clarifications; imposing and increasing fees, interest, and penalties; appro-
priating money; amending Minnesota Statutes 1986, sections 104.31, subdivisions 1 and 2;
164.15, subdivisions 1 and 6; 164.1541; 164.26; 164.275; 164.48, subdivision 1; 604.15,
subdivision 1; 604.199, subdivisions 1, 2, 3, 5, 7, 8, 9, 10, and 11; 604.209, subdivisions 1
and 3; 60C.06, by adding a subdivision; 61B.02, subdivision 1; 61B.03, subdivisions 8 and 10;
G62E.02, subdivision 23; 674,11, subdivision 3; 69,011, subdivisions 1 and 2; 69.021, subdivi-
sions 1, 2, and 3; 69.54; 69.55; 79.34, subdivision 1, and by adding a subdivision; 88.49, by
adding a subdivision; 116C.63, subdivision 4; 121.904, subdivisions 11a and 11b; 124.155,
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subdivision 2; 124.195, subdivision 2; 124.2131, subdivisions 1, 2, 3, 5, 6, 7, 8 and 11I;
124.2139; 124.38, subdivision 8; 1244.02, subdivisions 3a, 8, and 11; 124A4.035, subdivision
5: 124A.08, subdivision S; 134.33, subdivision 1; 134.34, subdivisions 1 and 2; 176.129,
subdivision 4a; 1764.08; 239.10; 270.066; 270.071, by adding a subdivision; 270.074, subdivi-
sion 3 270.075, subdivision 1; 270.10, subdivisions 1 and 4; 270.11, subdivisions 1 and 2;
270.12, subdivisions 2 and 3; 270.13; 270.72, subdivisions I and 2; 270.77; 270.80, subdivi-
sion 2; 270.87: 2704.07, subdivision I; 271.21, subdivision 2; 272.01, subdivisions 2 and 3;
272.02, subdivisions 1 and la; 272.115, subdivisions 2 and 4; 273.061, subdivisions 1, 8, and
9 273.065; 273.11, subdivision 8, and by adding a subdivision; 273.1102; 273.1103; 273.1104,
subdivision 1; 273.12; 273.123, subdivisions 1, 4, 5, and 7; 273.124, subdivisions 7, 8, 11, and
13; 273.13, subdivisions 15a, 22, 23, 24, 25, and 31; 273.1313, subdivisions 1, 2, and 3;
273.1314, subdivisions 9, 10, and by adding subdivisions; 273,133, subdivision 3; 273.135,
subdivision 2; 273.1391, subdivision 2; 273.1392; 273.1393; 273.165, subdivision 2; 273.19,
subdivisions 1, 3, 4, and by adding a subdivision; 273.33, subdivision 2; 273.37, subdivision
2: 273.38; 273.42, subdivision 2; 274.01, subdivision I; 274.14; 274.16; 275.07, subdivision I;
275.125, subdivisions 9, 9b, 15, and by adding a subdivision; 275.50, subdivision 2; 275.51,
subdivisions 3h and 3i; 276.04; 276.11; 277.01; 278.05, subdivision 4; 279.01, subdivision 1;
279.06; 281.17: 282.014; 282.02; 282.241; 282.33, subdivision 1; 287.05, subdivision 1; 287.09;
287.10; 287.12; 287.21, subdivision 1; 287.22; 290.01, subdivisions 3, 4, 5, 7, 19, 20, 22, and
by adding subdivisions; 290.02; 290.03; 290.032, subdivisions 1 and 2; 290.05, subdivisions 1
and'2; 290.06, subdivisions 1, 2¢, 2d, and by adding subdivisions; 290.067, subdivisions 1, 2,
and by adding subdivisions; 290.068, subdivisions 1, 2, 3, 4, 5, and 6; 290.069, subdivisions
2a and 4b; 290.077, subdivision I; 290.081; 290.091, subdivisions 1, 2, 3, 4, and 5; 290.095,
subdivisions 1, 2, 3, 4, 7, 9, and 11; 290.10; 290.12, subdivision 2; 290.131, subdivision I;
290,132, subdivision I; 290.133, subdivision 1; 290.134, subdivision 1; 290.135, subdivision I;
290.136, subdivision 1; 290.138, subdivision 3; 290.14; 290.17; 290.171; 290.20, subdivision
1, and by adding a subdivision; 290.21, subdivisions 3, 4, and 8; 290.23, subdivisions 3 and
5; 290.31, subdivisions 2, 3, 5, and by adding a subdivision; 290.34, subdivision 2; 290.35;
290.36; 290.37, subdivisions 1 and 3; 290.38; 290.39, subdivision 3; 290.41, subdivisions 2
and 3: 290.42; 290.45, subdivisions 1 and 2; 290.46; 290.48, subdivision 10; 290.491; 290.50,
subdivision.1; 290.53, subdivisions 1, 2, 3a, 4, and by adding subdivisions; 290.56, subdivi-
sions 2, 3, and 4: 290.92, subdivisions 2a, 4a, 5, 5a, 6, 7, 9, 11, 12, 13, 14, 15, 18, 24, and 25;
290.93, subdivision 10; 290.934, subdivision 2; 290.9725; 290.9726, subdivisions 1, 2, and 4
290.974; 2904.03, subdivisions 3, 8, 13, 14, and by adding a subdivision; 2904.04, subdivi-
sion 2, and by adding subdivisions; 2904.06; 290A4.011, subdivision 2; 2904.18; 2904.19;
291,131, subdivisions 1, 2, 4, and by adding a subdivision; 295.01, subdivision 10; 295.32;
295.34, subdivision 1; 295.365; 295.366, by adding a subdivision; 295.39; 295.40; 295.41;
295.43; 296.02, by adding subdivisions; 296. 025, by adding subdivisions; 296.17, subdivisions
3, 7 and 11; 296.18, subdivision 7: 297.01, subdivisions 2, 4, 7, 10, and 14; 297.02, subdivi-
sions 1 and 6; 297.03, subdivisions 1, 5, and 6; 297.04, subdivisions 4, 6, and 9; 297.07,
subdivisions 1, 3, 4, and 5; 297.11, subdivisions 3 and 5; 297.13, subdivision 1; 297.23,
subdivision 1; 297.26: 297.31, subdivisions 2, 3, and 7; 297.32, subdivisions 1, 2, and &
297.33, subdivisions 4 and 5; 297.35, subdivisions 1, 3, 5, and 8 297.36; 297A4.01, subdivi-
sions 3, 4, 8, 11, 15, and by adding a subdivision; 2974.07; 297A.14; 2974.151; 2974.18;
2974.211, subdivision 2, and by adding a subdivision; 2974.25, subdivisions 3, 7, 11, 12, and
by adding subdivisions; 2974.256; 2974.257, subdivisions 1, 2, 24, and by adding a subdivi-
sion; 2974.26, subdivision 1, and by adding a subdivision; 2974.27, subdivision 1; 2974.275;
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297A4.39, subdivisions 1, 2, 4, and by adding a subdivision; 297A.43; 297B.03; 297B.031;
297B.10; 297C.02, subdivisions 1 and 2; 297C.03, subdivision 1, and by adding a subdivision;
297C.04; 297C.05, subdivision 2; 297C.06; 297C.09; 297D.02; 297D.07; 297D.09; 297D.10;
297D.12, subdivision 1; 297D.13; 298.01, subdivision 1, and by adding subdivisions; 298.026;
298.027: 298.028, subdivision I; 298.03, subdivision 1; 298.031, subdivision 2; 298.08; 298.09,
subdivision 1; 298.24, subdivision 1; 298.25; 298.28, subdivisions 4, 7, 10, and by adding a
subdivision; 299F.21, subdivisions 1, 2, and by adding subdivisions; 325D.30; 325D.32, subdi-
visions 4, 10, and 11; 325D.33, subdivisions 1, 2, and by adding subdivisions; 325D.35;
325D.38, subdivision I; 325D.40, subdivision 1; 325F.665, subdivision 3; 349.212, subdivi-
sions 1, 4, and by adding a subdivision; 349.2121, subdivisions 4, 6, 7, and by adding
subdivisions; 360.531, subdivision 2; 360.654; 462C.11, subdivisions 2 and 3; 473.446, subdi-
vision 1; 473F.02, subdivisions 4, 12, and 17; 4744.02, subdivisions 1, 2, 3, 6, 7, 8, 12, 14, 16,
18, 19, 21, 26, and by adding subdivisions; 4744.03, subdivision 1, and by adding a subdivi-
sion; 474A.04, subdivisions 5, 6, and by adding a subdivision; 474A4.13, subdivisions 1, 4, and
5; 474A.14; 4744.15; 474A4.16; 474A4.17; 474A.18; 4744.20; 4744.21; 475.53, subdivision 4;
475.61, subdivision 3; 4774.012, subdivision I; 4774.013; Laws 1985, First Special Session
chapter 14, article 3, section 18; proposing coding for new law in Minnesota Statutes,
chapters 239; 270; 271; 272; 273; 275; 276; 290; 2904; 297; 2974; 297C; 298; 349; and 4744;
repealing Minnesota Statutes 1986, sections 13.58; 60A4.15, subdivision 2; 614.49; 62E.11,
subdivision 8; 62E.13, subdivision 9; 69.021, subdivision 3a; 124.2131, subdivision 4; 124.2137;
124.2139; 124.38, subdivision 10; 1244.031, subdivision 4; 270.75, subdivision 8; 270.89;
273.112, subdivision 9; 273.115; 273.116; 273.13, subdivisions 26, 27, 28, and 29; 273.1311;
273.1315; 273.135, subdivision 5; 273,1391, subdivision 4; 282.021; 287.02; 290.01, subdivi-
sions 20a, 20b, 20d, 20f, 21, and 24; 290.013; 290.06, subdivisions 3f, 3g, and 11; 290.069,
subdivisions 1, 2, 3, 5, 6, and 7; 290.07, subdivision 5; 290.071; 290.073; 290.075; 290.077,
subdivision 3; 290.079; 290.08; 290.082; 290.085; 290.088; 290.089; 290.09; 290.095, subdivi-
sions 8 and 10; 290.12, subdivision 4; 290.13; 290.139; 290.15; 290.16; 290.165; 290.17,
subdivision la; 290.175; 290.18; 290.19; 290.21, subdivisions 5 and 6; 290.26, subdivision 2
290.361; 290.531; 290.9726, subdivisions 3, 5, and 6; 2904.04, subdivisions 2e and 2g;
294.21; 294.22; 294.23; 294.24; 294.25; 294.26; 295.32; 295.33; 295.34; 295.36; 295.365;
295.366; 296.04, subdivisions 1, 2, 3, and 4; 296.05; 296.07;: 296.13; 296.17, subdivision 12;
296.22; 296.28; 297.07, subdivision 6; 297,23, subdivision 5; 297.35, subdivisions 4, 6, and 7;
2974.25, subdivision 13; 2974.254; 2974.26, subdivision 3; 2974.391; 297C.03, subdivisions
2 and 3; 297C.05, subdivision 4; 298.01, subdivision 1; 298.02; 298.026; 298.027: 298.028;
298.03; 298.031; 298.04; 298.28, subdivision 14; 298.40; 298.51; 298.52; 298.53; 298.54;
298.55; 298.61; 298.62; 298.63; 298.64; 298.65; 298.66; 298.67; 299.01; 299.012; 299.013;
299.02; 299.03; 299.04; 299.05; 299.06; 299.07; 299.08; 299.09; 299.10; 299.11; 299.12;
299.13; 299.14; 325D.32, subdivision 12; 325D.41; 4744.02, subdivisions S, 9, 10, 11, 13, 15,
17, 20, 22, 23, 24, 25, 27, 28, and 29; 474A4.03, subdivisions 2 and 3; 4744.04, subdivisions 1,
2, 3, and 4; 474A.05; 474A4.06; 474A4.07; 4744.08; 4744.09; 4744.10; 474A4.11; 474A4.12;
474A4.13, subdivisions 2 and 3; and 4744.19; Laws 1981, chapters 222, section 6; 223, section
6, subdivision 3; Laws 1985, First Special Session chapter 14, article 14, section 3; Laws
1986, chapter 391, section 3; Laws 1986, First Special Session chapter 1, article 5, section 8.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
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ARTICLE 1

INCOME TAX )

Section 1. Minnesota Statutes 1986, section 10A.31, subdivision 1, is amended
to read:

Subdivision 1. Every individual resident of Minnesota who files an income
tax return or a renter and homeowner property tax refund return with the
commissioner of revenue may designate on their original return that $2 $5 shall
be paid from the general fund of the state into the state elections campaign fund.
If a husband and wife file a joint return, each spouse may designate that $2 $5
shall be paid. No individual shall be allowed to designate $2 $5 more than once

in any year.

" Sec. 2. Minnesota Statutes 1986, section 10A.31, subdivision 2, is amended
to read:

» Subd. 2. The taxpayer may designate that the $2 amount designated be
paid into the account of a political party or into the general account.

Sec. 3. Minnesota Statutes 1986, section 10A.31, subdivision 3, is amended
to read:

Subd. 3. The commissioner of the department of revenue shall provide on
the first page of the income tax form and the renter and homeowner property tax
refund return a space for the individual to indicate a wish to allocate $2 $5 ($4
$10 if filing a joint return) from the general fund of the state to finance the
election campaigns of state candidates. The form shall also contain language
prepared by the commissioner which permits the individual to direct the state to
allocate the $2 §5 (or $4 $10 if filing a joint return) to: (i) one of the major
political parties; (i) any minor political party as defined in section 10A.01,
subdivision 13, which qualifies under the provisions of subdivision 3a; or (iii) all
qualifying candidates as provided by subdivision 7. The renter and homeowner
property tax refund return shall include instructions that the individual filing the
return may designate $2 $5 on the return only if the individual has not desig-
nated $2 $5 on the income tax return.

Sec. 4. Minnesota Statutes 1986, section 290.01, subdivision 3, is amended
to read: .

) Subd. 3. PARTNERSHIP; PARTNER. The term terms “partnership” ineludes
& Syndieate; group; poel; jeint venture; or ether uﬂmeefpef&teé organization;
through or by means of which any business; financial operation; or venture is
earried on; and whieh is not; within the meaning of this ehapter; & trust of estate
er&eefpefaﬁeﬂ-andfhe%erm“paﬂner”ine}udes&membefmasynéte&te-
group; pook; joint venture or orgamization have the meanings given in sec-
tion 7701(a)(2) of the Internal Revenue Code o of 1986 as amended through

December 31, 1986.

Sec. 5. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:
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Subd. 3a. TRUST. The has the
Revenue Code of 1986, as amended through December 31, 1986.

Sec. 6. Minnesota Statutes 1986, section 290.01, subdivision 4, is amended
to read:

Subd. 4. CORPORATIONS, The term “corporation” shall include jeint
stoek compeanies and corporations existing under the laws of any state or eoun-
teys partnerships; lmited or otherwise; the erpanization of which is net inter-
rupted by the death of & genera} partner or by a change in the ownership of the
genernl partner’s participating interest; and the management of whieh i3 eentral-
ized in one or more persons acking in & representative eapaeity; asseeiations
{other than ordinary partnerships) and eommeon-law trusts organized or conduet-
ed for prefit every entity which is a corporation under section 7701(a)(3) of the
Internal Revenue Code of 1986, as amended through December 31, 1986, and
financial institutions. A corporation’s franchise is its authorization to exist and
conduct business, whether created by legislation, by executive order, by a gov-
ernmental agency, by contract or other private action, or by some combination
thereof., Every corporation is deemed to have a corporate franchise. An entity
described in section 646(b) of the Tax Reform Act of 1986, Public Law Number
99-514, shall be clagsified in the same manner for purposes of this chapter as it
is for federal income tax purposes.

Sec. 7. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 4a. FINANCIAL INSTITUTION. (a) “Financial institution” means:

(1) a holding company;

(2) any regulated financial corporation; or

-carrying on the business of a financial institution.

(b) “Holding company” means any corporation registered under the Federal
Bank Holding Company Act of 1956, as amended, or registered as a savings and
loan holding company under the Federal National Housing Act, as amended.

(¢) “Regulated financial corporation” means an institution, the deposits or
accounts of which are insured under the Federal Deposit Insurance Act or by the
Federal Savings and Loan Insurance Corporation, any institution which is a
member of a Federal Home Loan Bank, any other bank or thrift institution
incorporated or organized under the laws of any state or any foreign country
which is engaged in the business of receiving deposits, any corporation orga-
nized under the provisions of United States Code, title 12, sections 611 to 631
(Edge Act Corporations), and any agency of a foreign depository as defined in
United States Code, title 12, section 3101.
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(d) “Business of a financial institution” means:

(1) the business that a regulated financial corporation may be authorized to
do under state or federal law or the business that its subsidiary is authorized to

do by the proper regulatory authorities;

(2) the business that any corporation organized under the authority of the

business which a corporation or its subsidiary is authorized to do by those laws;
or

(3) the business that any corporation organized under the authority of the

country does or has authority to do if the corporation derives more than 50
percent of its gross incomé from lending activities (including discounting obliga-
tions) in substantial competition with the businesses described in clauses (1) and
(2). For purposes of this clause, the computation of the gross income of a
corporation does not include income from nonrecurring, extraordinary items.

Sec. 8. Minnesota Statutes 1986, section 290.01, subdivision 5, is amended
to read:

Subd. 5. DOMESTIC AND FOREIGN CORPORATIONS. The term “do-
mestic” when applied to a corporation means a corporation created or organized
in Minnesota or under its laws; and the term “foreign” when thus applied means
a corporation other than a domestic corporation. The existenee of any domestic
corporation shall be deemed the exereise by it of the privilege of existing as a
corporation; the grant to any foreipn corperation of the right to engage in
transaeting loeal business within this state shell be deemed the grant to it of the
eorporation shall be deemed the transaction of such business within this state in
eorporate of organized form-

Sec. 9. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 6a. ABODE. For purposes of section 290.01, subdivision 7, the term
“abode” means a dwelling maintained by an individual, whether or not owned
by the individual and whether or not occupied by the individual, and includes a
dwelling place owned or leased by the individual’s spouse.

Sec. 10. Minnesota Statutes 1986, section 290.01, subdivision 7, is amended
to read:

Subd. 7. RESIDENT. The term “resident” means (1) any individual domi-
ciled in Minnesota end any ether individual maintaining en abede thercin
during eny portion of the tax year who shall net; during the whele of such tax

“resident” for the period of time that the individual js a “qualified individual”
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as defined in section 911(d)(1) of the Internal Revenue Code of 1986, as amended
through December 31, 1986, unless, during that period, a Minnesota 1 homestead

application is filed for property in which the e individual has an interest; and (2)
any individual | domiciled outside the state who maintains a s a place of abode in in the
state and § pend m the aggregate more than n one-half of the tax year in Minneso-

For purposes of this subdivision, presence within the state for any part of a
calendar day constitutes a day spent in the state. Individuals st shall keep ade-
quate records to substantiate the days spent outside the state.

Sec. 11, Minnesota Statutes 1986, section 290.01, subdivision 19, is amended
to read:

Subd. 19. NET INCOME. The term “net income” means the gress federal
taxable income, as defined in subdivision 26; less the fellowing deductions to the
extent allowed by section 290:18; subdivisien +:

b) for individuals; the deductions allowed in section 290:088; witheut regard
to seetions 290:18; subdivision 1 if the taxpayer eleets to compute the taxes
and

regard to seetion 290-18; subdivision 1 if the taxpayer cleets to compute the
taxes under seetion 290:06; subdivisien 2e; paragraph (e) section 63 of the
Internal Revenue Code of 1986, as amended through- the date named in
this subdivision, incorporating any elections made by the taxpayer in accordance
w1th the Internal Revenue Code in determining federal taxable income for
federal income tax purposes, and with the modifications provided in subdivi-
sions 19a to 19f.

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

Except as otherwise provided, references to the Internal Revenue Code in
subdivisions 19a io 19f mean the code in effect for purposes of determining net
income for the applicable year.

Sec. 12. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read: .

Subd. 19a. ADDITIONS TO FEDERAL TAXABLE INCOME For indi-
v1duals, estates, and trusts, there shall be added to federal taxable income:

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

Changes or additions are indicated by underline, deletions by strikeout.




Ch. 268, Art. 1 LAWS of MINNESOTA for 1987 1046

(ii) exempt-interest dividends as defined in section 852(b)(5)(A) of the Inter-
nal Revenue Code of 1986, except the portion of the exempt-interest dividends
derived from interest income on obligations of the state of Minnesota or its
political or governmental subdivisions, municipalitics, governmental agencies or
instrumentalities, but only if the portion of the exempt-interest dividends from
such Minnesota sources paid to all shareholders represents 95 percent or more
of the exempt-interest dividends that are paid by the fund or series of funds
making the payment; and '

(2) the amount of income taxes paid or accrued within the taxable vear
under this chapter and income taxes paid to any other state or to any province
or territory of Canada, to the extent allowed as a deduction under section 63(d)

amount by which the itemized deductions as allowed under 63(d) of the Internal
Revenue Code exceeds the amount of the standard deduction as defined in
section 63(c) of the Internal Revenue Code.

Sec. 13. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 19b. SUBTRACTIONS FROM FEDERAL TAXABLE INCOME.
For individuals, estates, and trusts, there shall be subtracted from federal taxable
income;

(1) interest income on obligations of any authority, commission, or instru-
mentality 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; and

grades kindergarten to six and $1,000 for each dependent in grades seven to 12,
for tuition, textbooks, and transportation of each dependent in attending an
elementary or secondary school situated in Minnesota, North Dakota,
South Dakota, Iowa, or Wisconsin, wherein a resident of this state may legally
fulfill the state’s compulsory attendance laws, which is not operated for profit,
and which adheres to the provisions of the Civil Rights Act of 1964 and chapter

materials and equipment used in elementary and secondary schools in teaching
only those subjects legally and commonly taught in public elementary and sec-
ondary schools in this state. “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,
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driver’s education, or similar programs. In order to gualify for the subtract@on
under this clause the taxpayer must elect to itemize deductions under section
63(e) of the Internal Revenue Code of 1986, as amended through December 31,
1986.

Sec. 14. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

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 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 upon obligations oft the United States, its possessions, its
agencies, or its instrumentalities to the extent the obligations are not subject to

governmental subdivisions, any of its municipalities, or any of its governmental
agencies or instrumentalities; or the District of Columbia;

(3) exempt interest dividends as defined in section 852(b)(5) of the Internal
Revenue Code of 1986, as amended through December 31, 1986;

(4) the amount of any windfall profits tax deducted under section 164 or

471 of the Internal Revenue Code of 1986, as amended through December 31,
986;

—

(5) the amount of any net operating loss deduction taken for federal income
tax purposes under section 172 of the Internal Revenue Code of 1986, as amended
through December 31, 1986;

(6) the amount of any special deductions taken for federal income tax
purposes under sections 241 to 247 of the Internal Revenue Code of 1986, as

amended through December 31, 1986;

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

(8) the amount of any capital losses deducted for federal income tax pur-
poses under sections 1211 and 1212 of the Internal Revenue Code of 1986, as
amended through December 31, 1986;

(9) the amount of any charitable contributions deducted for federal income
tax purposes under section 170 of the Internal Revenue Code of 1986, as amended
through December 31, 1986;

(10) the exempt foreign trade income of a foreign sales corporation under
sections 921(a) and 291 of the Internal Revenue Code of 1986, as amended
through December 31, 1986;
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(11) the amount of percentage depletion deducted under sections 611 through

ber 31, 1986; and

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

Sec. 15. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:
Subd. 19d. CORPORATIONS; MODIFICATIONS DECREASING FED-

ERAL TAXABLE INCOME. For corporations, there shall be subiracted 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 decrease in salary expense 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 pational or state bank to the United States, or to any
instrumentality of the United States exempt from federal income taxes, on the

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

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

subdivision 19e; and

(ii) to the extent the disallowed costs are not represented by physical proper-
ty, an amount equal to the allowance for cost depletion under Minnesota Stat-
utes 1986, section 290.09, subdivision §;

(5) the deduction for capital losses pursuant to sections 1211 and 1212 of
the Internal Revenue Code of 1986, as amended through December 31, 1986,

except that:

(i) capital loss carrybacks shall not be allowed; and

loss year shall be allowed;
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(6) an amount for interest and expenses relating to income g)l taxable for
federal income tax purposes, if (i) the income is taxable under this chapte.r __@1_
(ii) the interest and expenses were disallowed as deductions under the provisions
of section 265 or 291 of the Internal Revenue Code of 1986, as amended

(7) in the case of mines, oil and gas wells, other natural deposits, and timber
for which percentage depletion was disallowed pursuant to subdivision 19c,
clause (11), a reasonable allowance for depletion based on actual cost. In the
case of leases the deduction must be apportioned between the lessor and lessee

ty held in trust, the allowable deduction must be apportioned between the
income beneficiaries and the trustee in accordance with the pertinent provisions

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.

Sec. 16. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 19¢e. DEPRECIATION MODIFICATIONS FOR CORPORA-
TIONS. In the case of corporations, a modification shall be made for the accel-
erated cost recovery system. The allowable deduction for the accelerated cost
recovery system is the same amount as provided in section 168 of the Internal
Revenue Code with the following modifications. The modifications apply to
taxable years beginning after December 31, 1986, and to property for which
deductions under the Tax Reform Act of 1986, Public Law Number 99-514, are

elected or apply.

(a) For property placed in service after December 31, 1980, and before
January 1, 1987, 40 percent of the allowance pursuant to section 168 of the
Internal Revenue Code of 1954, as amended through December 31, 1983, for

20 percent shall not be allowed.

(b) For property placed in service after December 31, 1987, no modification
shall be made.

. () For property placed in service after July 31, 1986, and before January 1,
1987, for which the taxpayer elects the deduction pursuant to section 203 of the
Tax Reform Act of 1986, Public Law Number 99-514, and for property placed
in service after December 31, 1986, and before January 1, 1988, 15 percent of
the allowance pursuant to section 168 of the Internal Revenue Code of 1986
shall not be allowed.
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(d) For property placed in service after December 31, 1980, and before
January 1, 1987, for which the taxpayer elects to use the straight line method
provided in section 168(b)3), (£)(12), or (j)(1) or .a method provided in section
168(e)(2) of the Internal Revenue Code of 1986, as amended through December
31, 1986, but excluding property for which the taxpayer elects the deduction

99-514, th_e modifications provided i in paragraph (a) do _rlo_g appl z

(e) For property subject to the modifications contained in paragraphs (a)
and (b) and Minnesota Statutes 1986, section 290.09, subdivision 7, clause (c),
the following modification shall be made after the entire amount of the allowa-
ble deduction has been allowed for federal tax purposes for that property under
the provisions of section 168 of the Internal Revenue Code of 1986, as amended
through December 31, 1986. The remaining depreciable basis in those assets for
Minnesota purposes, including the amount of any basis reduction to reflect the
investment tax credit for federal purposes under sections 48(q) and 49(d) of the
Internal Revenue Code of 1986, as amended through December 31, 1986, shall
be a depreciation allowance computed using the straight line method over the

following number of years:

(1) three-year property, one year;

(2) five-year and seven-year property, two years;

(3) ten-year property, five years; and

(4) all other property, seven years.

(f) For property placed in service after December 31, 1987, the remaining
depreciable basis for Minnesota purposes that is attributable to the basis reduc-
tion for federal purposes to reflect the investment tax credit under sections 48(q)
and 49(d) of the Internal Revenue Code of 1986, as amended through December
31, 1986, shall be allowed as a deduction in the first taxable year after the entire
amount of the allowable deduction for that property under the provisions of
section 168 of the Internal Revenue Code of 1986, has been allowed, except that
where the straight line method provided in section 168(b)(3) is used, the deduc-
tion provided in this clause shall be allowed in the last taxable year in which an
allowance for depreciation is allowed for that property.

(g) For qualified timber property for which the taxpayer made an election
under section 194 of the Internal Revenue Code of 1986, the remaining depre-

c1able bas1s for Minnesota purposes is allowed as a a deduction i in the first taxable
year year after t the entire allowable deduction has been allowed for federal tax pur-

pOses.

(h) The basis of property to which section 168 of the Internal Revenue Code
applies is its basis as provided in this chapter including the modifications pro-
vided in this subdivision and in Minnesota Statutes 1986, section 290.09, subdi-
vision 7, paragraph (c). The recapture tax provisions provided in sections 1245

Changes or additions are indicated by underline, deletions by strilceout.




1051 LAWS of MINNESOTA for 1987 Ch. 268, Art. 1

and 1250 of the Internal Revenue Code of 1986, as amended through December
31, 1986, apply but must be calculated using the basis provided in the preceding
sentence.

(i) The basis of an asset acquired in an exchange of assets, including an
involuntary conversion, is the same as jts federal basis under the provisions of

modifications in this subdivision and in Minnesota Statutes 1986, section 290.09,
subdivision 7, paragraph (c), is a deduction as provided in paragraph (e).

Sec. 17. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 19f. BASIS MODIFICATIONS AFFECTING GAIN OR LOSS ON
DISPOSITION OF PROPERTY. (a) For individuals, estates, and trusts, the
basis of property is its adjusted basis for federal income tax purposes except as
set forth in paragraphs (f) and (g). For corporations, the basis of property is its
adjusted basis for federal income tax purposes, without regard to the time when
the property became subject to tax under this chapter or to whether out-of-state
losses or jtems of tax preference with respect to the property were not deductible
under this chapter, except that the modifications to the basis for federal income
tax purposes set forth in paragraphs (b) 1o (j) are allowed to corporations, and
the resulting modifications to federal taxable income must be made in the year

(b) The basis of property shall not be reduced to reflect federal investment
tax credit, ‘

(c) The basis of property subject to the accelerated cost recovery system

modifications in depreciation with respect to the property provided for in subdi-
vision 19e. For certified pollution control facilities for which amortization deduc-
tions were elected under section 169 of the Internal Revenue Code of 1954, the

(e) The basis is reduced by the allowance for amortization of bond premium
if an election to amortize was made pursuant to Minnesota Siatutes 1986,
section 290.09, subdivision 13, and the allowance could have been deducted by
the taxpayer under this chapter during the period of the taxpayer’s ownership of
the property.
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(f) For assets placed in service before January 1, 1987, corporations, part-
nerships, or individuals engaged in the business of mining ores other than iron
ore or taconite concentrates subject to the occupation tax under chapter 298
must use the occupation tax basis of property used in that business.

(g) For assets placed in service before January 1, 1990, corporations, part-
nerships, or individuals engaged in the business of mining iron ore or taconite
concentrates subject to the occupation tax under chapter 298 must use the
occupation tax basis of property used in that business.

(h) In applying the provisions of sections 301(c)(3)(B), 312(f) and (g), and
316(a)(1) of the Internal Revenue Code of 1986, as amended through December
31, 1986, the dates December 31, 1932, and January 1, 1933, shall be substitut-
ed for February 28, 1913, and March 1, 1913, respectively.

(i) In applying the provisions of section 362(a) and (c) of the Internal
Revenue Code of 1986, as amended through December 31, 1986, the date
December 31, 1956, shall be substituted for June 22, 1954,

(i) The basis of property shall be increased by the amount of intangible
drilling costs not previously allowed due to differences between this chapter and
the Internal Revenue Code,

(k) The adjusted basis of any corporate partner’s interest in a partnership is
the same as the adjusted basis for federal income tax purposes modified as
required to reflect the basis modifications set forth in paragraphs (b) to (j). The
adjusted basis of a partnership in which the partner is an individual, estate, or
trust is the same as the adjusted basis for federal income tax purposes modified

as required to reflect the basis modifications set forth in paragraphs (f) and (g).

(1) The modifications contained in paragraphs (b) to (j) also apply to the

different property.
Sec. 18. Minnesota Statutes 1986, section 290.01, subdivision 20, is amended
to read:

Subd. 20. GROSS INCOME. For tax years beginning after December 31,
1986, the term “gross income” means the gross income as defined in section 61
of the Internal Revenue Code of 1986, as amended through the date named in
subdivision 19 for the applicable taxable year, plus any additional items of
income taxable under this chapter but not taxable under the Internal Revenue
Code, less any items included in federal gross income but of a character exempt

beginning before January 1, 1987, except as otherwise provided in this chapter,
the term “gross income,” as applied to corporations includes every kind of
compensation for labor or personal services of every kind from any private or
public employment, office, position or services; income derived from the owner-
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ship or use of property; gains or profits derived from every kind of disposition
of, or every kind of dealing in, property; income derived from the transaction of
any trade or business; and income derived from any source.

For tax years beginning before January 1, 1987, the term “gross income” in
its appllcatlon to individuals, estates, and trusts shall mean the adjusted gross
income as defined in the Internal Revenue Code of 1954, as amended through
the date specified herein for the applicable taxable year, with the modifications
specified in this subdivision and in Minnesota Statutes 1986, section 290,01,
subdivisions 20a to 20f. For estates and trusts the adjusted gross income for
purposes of the preceding sentence shall be their federal taxable income as
defined in the Internal Revenue Code of 1954, as amended through the date
specified herein for the applicable taxable year, with the modifications specified
in this subdivision and in Minnesota Statutes 1986, section 290.01, subdivisions
20a to 20f.

(i) The Internal Revenue Code of 1954; a3 amended through December 344
15380; and as amended by seetions 302(b) and 50+ to 509 of Publie Law Number
97-34; shall be in effeet for taxable years beginning after December 34; 1980
including the previsions of seetion 404 (relating to partinl exelusions of divi-
dends and interest reeeived by individuals) of the Crude O Windfall Profit Tax
Aret of 1980; Publie Eaw Number 96-223: The provisions of Publie Law Num-
ber 96-4H (relating to installment sales) seetions 122; 123; 126; 261; 202; 203;
204; 25 243; 244 2545 261 264; 265; 3HHEN3); 3135 3H4a)d); 32Ha); 501 te
568% $11; and 312 of the Econemie Reeovery Fax Aet of 198 Publie Law
Number 07-34 and seetion 13 of Publie Eaw Number 97119 shall be effective
at the same time that they become effective for federal ineome tax purposes:

i) The Internal Revenue Code of 1954, as amended through December 31,
1981, shall be in effect for taxable years beginning after December 31, 1981.
The provisions of sections 205(a), 214 to 222, 231, 232, 236, 247, 251, 252, 253,
265, 266, 285, 288, and 335 of the Tax Equity and Fiscal Responsibility Act of
1982, Public Law Number 97-248, section 6(b)(2) and (3) of the Subchapter S
Revision Act of 1982, Public Law Number 97-354, section 517 of Public Law
Number 97-424, sections 101(c) and (d), 102(a), (aa), ()(4), (&), G), (1), 103(c),
104(b)(3), 105, 305(d), 306(a)(9) of Public Law Number 97-448, and sections
101 and 102 of Public Law Number 97-473, and section. 243 of the Tax Reform
Act of 1986, Public Law Number 99-514, shalI be effective at the same time that
they become effective for federal income tax purposes. The Payment-in-Kind
Tax Treatment Act of 1983, Public Law Number 98-4, shall be effective at the
same time that it becomes effective for federal income tax purposes.

i) (ii) The Internal Revenue Code of 1954, as amended through January
15, 1983, shall be in effect for taxable years beginning after December 31, 1982.

become effective § for federal i 1ncome gg_)g purposes.
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@) (iii) The Internal Revenue Code of 1954, as amended through Decem-
ber 31, 1983, shall be in effect for taxable years beginning after December 31,
1983. The provisions of sections 13, 17, 25(b), 31, 32, 41 to 43, 52, 55, 56, 71
to 74, 77, 81, 82, 91, 92, 94, 101 to 103, 105 to 108, 111 to 113, 147(c), 171,
172, 174, 175, 179(a), 221, 223, 224, 421(b), 432, 481, 491, 512, 522 to 524, 554
to 557, 561, 611(a), 621 to 623, 626 to 628, 711(c), 712(d), 713(b), (&), (g), and
(h), 721(a), (b), (d), (g), (@), (0), (p), (r), (1), and (W), 722(e), 1001, 1026, 1061 to
1064, 1066, 1076, 1078, and 2638(b) of the Deficit Reduction Act of 1984,
Public Law Number 98-369, and section 1 of Public Law Number 98-611, and
sections 1801, 1802, 1805 to 1809, 1812, 1842, 1853 to 1855, 1866, 1869 to
1873, 1875, and 1878(g) and (h) of the Tax Reform Act of 1986, Public Law
Number 99-514, shall be effective at the same time that they become effective

for federal income tax purposes.

&9 (iv) The Internal Revenue Code of 1954, as amended through May 25,
1985, shall be in effect for taxable years beginning after December 31, 1984.
The provisions of sections 101, 102, 103, 201, and 202 of Public Law Number
99-121 and sections 402, 403, 1803, 1804, 1852, and 1861 of the Tax Reform
Act of 1986, Public Law Number 99-514, shall be effective at the same time that
they become effective for federal income tax purposes.

&) (v) The Internal Revenue Code of 1954, as amended through December
31, 1985, shall be in effect for taxable years beginning after December 31, 1985.

The provisions of sections 121 to 123, 201, 202, 241, 401, 405, 411 10 413,
653, 654, 804, 811, 822, 1001, 1003, 1122 1162, 1164, 1166, 1301, 1401, 1402,

of 1986, Public Law Number 99-514, shall be effective at the same, time that
they become effective for federal income tax purposes.

References to the Internal Revenue Code of 1954 in subdivisions 20a, 20b,
20e, and 20f mean the code in effect for the purpose of defining gross income for
the applicable taxable year.

Sec. 19. Minnesota Statutes 1986, section 290.01, subdivision 22, is amended
to read:

Subd. 22. TAXABLE NET INCOME. For tax years beginning after Decem-
ber 31, 1986, the term “taxable net income” means:

(1) for resident individuals the same as net income;

Q) for individuals who were not residents of Minnesota for the entire year,

apportioned share of that income as determined pursuant to section 290.06,
subdivision 2c, paragraph (e);

sota by assignment or apportionment under one or more of sections 290.17,
290.191, 290.20, 290.35, and 290.36:
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For tax years beginning before January 1, 1987, the term “taxable net
income” means the net income assignable to thls state pursuant to sections
290.17 to 290.20. For corporations, taxable net income is then reduced by the
deductions contained in section 290.21.

Sec. 20. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 29. TAXABLE INCOME. For tax years beginning after December
31, 1986, the term “taxable income” means:

(1) for individuals, estates, and trusts, the same as taxable net income;

(2) for corporations, the taxable net income less

(i) the net operating loss deduction under section 290.095;

(ii) the dividends received deduction under section 290.21, subdivision 4;

!111[ the charitable contribution deduction under section 290.21, subdivision
3; and
2a 828

(iv) the foreign royalty deduction under section 290.21, subdivision 8.

Sec. 21. Minnesota Statutes 1986, section 290.01, is amended by adding a
subdivision to read:

Subd. 30. REFERENCES TO THE INTERNAL REVENUE CODE. Except
when inappropriate, a reference in this chapter (1) to the Internal Revenue Code
of 1954 includes a reference to the Internal Revenue Code of 1986, and (2) to
the Internal Revenue Code of 1986 includes a reference to the provisions of law
formerly known as the Internal Revenue Code of 1954.

Sec. 22. [290.014] JURISDICTION TO TAX IN GENERAL,

Subdivision 1. RESIDENT INDIVIDUALS. All net income of a resident
individual is subject to tax under this chapter.

Subd. 2. NONRESIDENT INDIVIDUALS. Income of a nonresident indi-
vidual is subject to tax under this chapter and a nonresident individual is

income _l_S__

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

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

(3) taxed to the individual under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

treated as a substantial owner of a trust with income allocable to this state under
section 290.17, 290.191, or 290.20 and the income, taking into account the .
income character provisions of section 652(b), 662(b), or 664(b) of the Internal
Revenue Code of 1986, as amended through December 31, 1986, would be
allocable to this state under section 290.17, 290.191, or 290.20 if realized by the
individual directly from the source from which realized by the trust;

(4) taxed to the individual under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue .
Code by reason of its character but of a character which is taxable under this
chapter) in the individual’s capacity as a limited or general partner in a partner-

and the income, taking into account the income character provisions of section
702(b) of the Internal Revenue Code of 1986, as amended through December
31, 1986, would be allocable to this state under section 290.17, 290.191, or
290.20 if realized by the individual directly from the source from which realized

by the partnership; or

(5) taxed to the individual under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

chapter) in the individual’s capacity as a shareholder of a corporation having a
valid election in effect under section 1362 of the Internal Revenue Code of
1986, as amended through December 31, 1986, and income allocable to this
state under section 290.17, 290.191, or 290.20 and the income, taking into
account the income character provisions of section 1366(b) of the Internal Reve-
nue Code of 1986, as amended through December 31, 1986, would be allocable
to this state under section 290.17, 290.191, or 290.20 if realized by the individu-
al directly from the source from which realized by the corporation.

Subd. 3. TRUSTS AND ESTATES. A trust or estate, whether resident or
nonresident, is subject to the return filing requirements under this chapter and
the income of a trust or estate is subject to tax under this chapter to the extent

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

(2) taxed to the trust or estate under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

chapter) in its capacity as a beneficiary of a trust or estate with income allocable
to this state under section 290.17, 290.191, or 290.20 and the income, taking
into account the income character provisions of section 662(b) of the Internal
Revenue Code of 1986, as amended through December 31, 1986, would be
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allocable to this state under section 290.17, 290.191, or 290.20 if realized by the
trust or beneficiary estate directly from the source from which realized by the
distributing estate;

(3) taxed to the trust or estate under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

chapter) in its capacity as a beneficiary or grantor or other person treated as a
substantial owner of a trust with income allocable to this state under section
290,17, 290.191, or 290.20 and the income, taking into account the income
character provisions of section 652(b), 662(b), or 664(b) of the Internal Revenue
Code of 1986, as amended through December 31, 1986, would be allocable to
this state under section 290.17, 290.191, or 290.20 if realized by the beneficiary
trust or estate directly from the source from which realized by the distributing
trust;

(4) taxed to the trust or estate under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

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 jncome character provisions of section 702(b) of
the Internal Revenue Code of 1986, as amended through December 31, 1986,
would be allocable to this state under section 290.17, 290.191, or 290.20 if
realized by the trust or estate directly from the source from which realized by

the partnership; or

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

Subd. 4. PARTNERSHIPS. A partnership is not subject to tax under this
chapter but is subject to the return filing requirements under this chapter and its
partners are subject to tax under this chapter on their shares of partnership
income to the extent that the income of the partnership is:

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

(2) taxed to the partnership under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue
of a character which is taxable under this
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chapter) in its capacity as a beneficiary of an estate with jncome 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 Reve-
nue Code of 1986, as amended through December 31, 1986, would be allocable
to this state under section 290.17, 290.191, or 290.20 if realized by the partner-
ship directly from the source from which realized by the estate;

(3) taxed to the partnership under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

chapter) in its capacity as a beneficiary or grantor or other person treated as a
substantial owner of a trust with income allocable to this state under section
290.17, 290.191, or 290.20 and the income, taking into account the income
character provisions of section 652(b), 662(b), or 664(b) of the Internal Revenue
Code of 1986, as amended through December 31, 1986, would be allocable to
this state under section 290.17, 290.191, or 290.20 if realized by the partnership
directly from the source from which realized by the trust; or

(4) taxed to the partnership under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

chapter) in its capacity as a limited or general partner in a partnership with
income allocable to this state under section 290.17, 290.191, or 290.20 and the
income, taking into account the income character provisions of section 702(b) of
the Internal Revenue Code of 1986, as amended through December 31, 1986,
would be .allocable to this state under section 290.17, 290.191, or 290.20 if
realized by the second tier partnership directly from the source from which

realized by the first tier partnership.

Subd. 5. CORPORATIONS. A corporation having a valid election in effect
under section 1362 of the Internal Revenue Code of 1986, as amended through
December 31, 1986, is not subject to tax under this chapter, except as provided
in section 290.9725, but jts shareholders are, and it is subject to the return filing
requirements. Corporations are subject to the return filing requirements and to
tax under this chapter if the corporation so exercises its franchise as to engage in

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

(2) taxed to the corporation under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (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 Reve-
nue Code of 1986, as amended through December 31, 1986, would be allocable

Changes or additions are indicated by underline, deletions by strikeeut.




1059 LAWS of MINNESOTA for 1987 Ch. 268, Art. 1

1o this state under section 290.17, 290.191, or 290.20 if realized by the corpora-
tion directly from the source from which realized by the estate;

(3) taxed to the corporation under the Internal Revenue Code of 1986, as
amended through December 31, 1986, (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 ireated 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 §52(b), 662(b), or 664(b) of the Internal Revenue
Code of 1986, as amended through December 31, 1986, 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 of 1986, as
amended through December 31, 1986, (or not taxed under the Internal Revenue

chapter) in its capacity as a limited or general partner in a partnership with
income allocable to this state under section 290.17, 290.191, or 290.20 and the
income, taking into account the income character provisions of section 702(b) of
the Internal Revenue Code of 1986, as amended through December 31, 1986,
would be allocable to this state under section 290.17, 290.191, or 290.20 if
realized by the corporation directly from the source from which realized by the
partnership.

Sec. 23. [290.015] MINIMUM CONTACTS REQUIRED FOR JURIS-
DICTION TO TAX TRADE OR BUSINESS.

Subdivision 1. GENERAL RULE, A person, other than a resident individ-
ual, that conducts a trade or business with its principal place of business outside
of Minnesota is subject to the taxes imposed by this chapter with respect to that
trade or business if the trade or business makes sales or receives other income
that is assignable or apportionable to this state under section 290.17, 290.191,
290.20, 290.35 or 290.36 without regard to physical presence in this state,
except as provided in subdivision 3. Activities that create jurisdiction to tax

(1) having a place of business in this state;

(2) having employees, representatives, or independent contractors conduct- '
ing business activities in this state;

(3) regularly selling products or services of any kind or nature to customers
in this state who receive the product or service in this state;

(4) regularly soliciting business from potential customers in this state;

(5) regularly performing services from outside this state which are con-
sumed within this state;
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(6) regularly engaging in transactions with customers in this state that involve
intangible property, including loans but not property described in subdivision 3,
paragraph (b), and result in income flowing to the person from within this state;

(7) owning or leasing tangible personal or real property located in this state;
or .

(8) if a financial institution, regularly soliciting and receiving deposits from
customers in this state.

Subd. 2. PRESUMPTION. A person is presumed, subject to rebuttal, to be
engaged in regular solicitation within this state if it conducts transactions described

absolute value of its deposits attributable to sources within this state equals or
exceeds $5,000,000. Assets and deposits must be attributed to sources within
this state by applying the principles established under section 290.191.

Subd. 3. EXCEPTIONS. (a) A person is not subject to tax under this
chapter if the person is engaged in the business of selling tangible personal
property and faxation of that person under this chapter is precluded by Public
Law Number 86-272, United States Code, title 15, sections 381 to 384.

(b) Ownership of an interest in the following types of property shall not be
a factor in determining whether the owner is subject to tax under this chapter:

investment trust, or a regulated investment company, as those terms are defined
in the Internal Revenue Code of 1986, as amended through December 31, 1986;

and

(2) an interest in a Joan-backed security representing ownership in a pool of
promissory notes or certificates of interest or participation in such notes which
provide for payments in relation o payments or reasonable projections of pay-

ments on the notes.

Subd. 4. LIMITATIONS. This section does not (1) subject a trade or
business to any regulation, including any tax, of any local unit of government or
subdivision of this state if the trade or business does not own or lease tangible or
real property located within this state and has no employees or independent
contractors present in this state to assist in the carrying on of the business; or (2)

activities report under section 290.371.

Subd. 5. DETERMINATION AT ENTITY LEVEL. Determinations under
this section with respect to trades or businesses conducted by a partnership,
trust, estate, or corporation with an election in effect under section 1362 of the
Internal Revenue Code, or any other entity, the income of which is or may be
taxed to its owners or beneficiaries must be made with respect to the entity
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carrying on the trade or business and not with respect to owners or beneficiaries
of the trade or business, the taxability of which under this chapter must be
determined under section 290.014.

Sec. 24. Minnesota Statutes 1986, section 290.02, is amended to read:

290.02 EXCISE FRANCHISE TAX ON CORPORATIONS; IMPOSE
FON; MEASUREMENT MEASURED BY NET INCOME,

An annual exeise franchise tax is hereby impesed upen every domestie
corporation for the privilege of existing as a eorporation during any part of its
railrond companies for the grant to it of the privilege of transacting or for the
aectual transaction by it of any loeal business wwithin this state during eny part of
its taxable year; it eorporate or organized fors on the exercise of the corporate

utable 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 ireaty or
agreement to which the United States is a party.

The tax so imposed shall be measured by such corporations’ taxable net

is imposed, and computed in the manner and at the rates provided in this
chapter.

Sec. 25. Minnesota Statutes 1986, section 290.03, is amended to read:
290.03 INCOME TAX; IMPOSITION, CLASSES OF TAXPAYERS.

An annual tax for each taxable year, computed in the manner and at the
rates hereinafter provided, is hereby imposed upon the taxable net income for
such year of the following classes of taxpayers:

(1) Fereign eorperations not taxable under section 290:02 which own prop-
eensists exelusively of foreipn commeree; interstate eommeree; or both:

Business within the state shall not be deemed to inelude transpertation in
interstate or foreign commerece; of beth; by means of ships navigating within o
treaty or agreement to which the United States is a party

) Resident and nonresident individuals;

€3) (2) Estates of decedents, dying domiciled within or without this state;
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) (3) Trusts (except those taxable as corporations) however created by
residents or nonresidents or by domestic or foreign corporations.

Sec. 26. Minnesota Statutes 1986, section 290.032, subdivision 1, is amended
to read:

Subdivision 1. There is hereby imposed as an addition to the annual
income tax for a taxable year of a taxpayer in the classes described in section
290.03 a tax with respect to any distribution received by such taxpayer that is
treated as a lump sum distribution under section 402(e) of the Internal Revenue
Code of 4954 1986, as amended through December 31, +985 1986, and that is
subject to tax for such taxable year under section 402(e) of the Internal Revenue
_ Code of 954 1986, as amended through December 31, +985 1986.

Sec. 27. Minnesota Statutes 1986, section 290.032, subdivision 2, is amended
to read:

Subd. 2. The amount of tax imposed by subdivision 1 shall be computed
in the same way as the tax imposed under section 402(e) of the Internal Revenue
Code of 1954 1986, as amended through December 31, 985 1986, except that
the initial separate tax shall be an amount equal to tes five times the tax which
would be imposed by section 290.06, subdivision 2c, if the recipient was an
unmarried individual eleeting to deduet federal ineome taxes, and the taxable
net income; exeluding the eredits allowed in section 290:06; subdiviston 3£ was
an amount equal to ene-tenth one-fifth of the excess of

(i) the total taxable amount of the lump sum distribution for the year, over

(ii) the minimum distribution allowance, and except that references in sec-
tion 402(e) of the Internal Revenue Code of 41954 1986, as amended through
December 31, 1985 1986, to paragraph (1)(A) thereof shall instead be references
to subdivision 1 of this section.

The ameount of any distribution from & quslified pension or profit-sharing
plan whiech 18 reeeived as & lump sum distribution shall be reduced to the extent
of any contribution:

D net previously allowed as a deduction by reason of a change in federsl
}awwhiehwaﬂﬂetadepeedby%ﬁﬂﬂese&fefaia*ab}eyeafbegmmﬂgm%ef
thereafier; or

2) designated as an employee eontribution but which the employing unit

pieks up and which is treated a9 an employer contribution and which was taxed

was made:

Sec. 28. Minnesota Statutes 1986, sectioﬁ 290.05, subdivision 1, is amended
to read:

Subdivision 1. The following corporations, individuals, estates, trusts, and
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organizations shall be exempted from taxation under this chapter, provided that
every such person or corporation claiming exemption under this chapter, in
whole or in part, must establish to the satisfaction of the commissioner the
taxable status of any income or activity:

(a) corporations, individuals, estates, and trusts engaged in the business of
mining or producing iron ore and other ores the mining or production of which
is subject to the occupation tax imposed by section 298.01; but if any such
corporation, individual, estate, or trust engages in any other business or activity
or has income from any property not used in such business it shall be subject to
this tax computed on the net income from such property or such other business
or activity. Royalty ¢as defined in seetton 299:82) shall not be considered as
income from the business of mining or producing iron ore within the meaning of
this section;

(b) the United States of America, the state of Minnesota or any political
subdivision of either agencies or instrumentalities, whether engaged in the dis-
charge of governmental or proprietary functionss

(e) mutual insuranece companies or associations; including interinsurers and
reeiproeal underwriters; that are exempt as provided in the Revenue Aet of 1936,

Sec. 29. Minnesota Statutes 1986, section 290.035, subdivision 2, is amended
to read:

Subd. 2. Except as provided in subdivisions 1 and 3, organizations are
exempted from taxation under this chapter if they are exempt from income
taxation pursuant to Subchapter F of the Internal Revenue Code. Township
mutual insurance companies, as defined in chapter 67A, and nonprofit health
service plan corporations, as defined in chapter 62C, are subject to taxation
under chapter 290 unless they are exempt from taxation under subchapter F of
the Internal Revenue Code of 1986.

Sec. 30. Minnesota Statutes 1986, section 290.06, subdivision 1, is amended
to read:

Subdivision 1. COMPUTATION, CORPORATIONS. (a) The privilege and
ineome taxes franchise tax imposed by this chapter upon corporations shall be
computed by applying to to their taxable met income ia exeess of the applieable
deduetions allowed under seetion 200:21 the following rates:

1) On the first $25,000; for the first taxable year beginning after Deeember
315 158+ and before January 1; 1983 nine pereent and; for taxable years begin-
ning after Deecember 31; 1982; six pereent: provided thet; in the ease of a
corporation heving taxable net income allocated to this state pursuant to the
provisions of seetion 290-19; 290:20; 200:35; or 290:36; the amount of income
subjeet to this rate shall be that proportion of $25;000 which its income alleea-
ble to this state bears to its total taxable net income: and
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2) On the remaindesr; 12 rate of 9.5 percent adjusted as provided in para-
graph (b).

(b) For taxable years beginning after December 31, 1989, the commissioner
of revenue must adjust the rate provided in paragraph (a) as provided in this
paragraph. By December 15, 1989, the commissioner shall prepare a forecast of
revenues predicted to be raised for taxable years beginning in 1990 by the
franchise tax on corporations under this chapter for taxable years beginning in

section 290.092, subdivisions 1 to 4, were in effect.

Sec. 31. Minnesota Statutes 1986, section 290.06, subdivision 2c, 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 whe eleet to deduet federal income taxes under

seetion 290:088 must be computed by applying to their taxable net income the
following schedule of rates:

not over $875 1-5 percent

over $875 but not $13 plus 2:0 pereent of the
over $1;750 excess over $375

over $15750 but not $31 plus 2.0 pereent of the
over $3:500 exeess ever $5750

over $3;500 but net $8+ plus 4-8 percent of
over $5;:375 the exeess over $3;500
over $5;375 but not - $374 plus 5-9 pereent of
over $7,600 the exeess over $5;375
over $7:600 but net $267 plus 63 pereent of
over $751425 the exeess over $5000
over $7125 but not $275 plas 72 percent of
over $8;:875 the exeess over $74125
over $8;875 but not $401 plus 83 pereent of
over $12;375 the excess over $8$:875
over $42:375 but net $691 plus 53 pereent of
over $14,000 the exeess over $12;375
over $14:000 but net $842 plus 40 percent of
over $16;000 the exeess over $1+4:600
over $16;0600 but net $4;042 plus 14 pereent
over $21:5600 of the exeess over $16;800
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over $215500 but net $4-647 phas 113 percent
over $22-125 of the execess over $245500
over $22,125 but not - $45718 phlus 123 percent
over $25:500 of the exeess over $22;125
over $25;500 but not $2:133 plus 12:6 pereent
over $28;500 of the exeess over $25;500
over $28;500 but net $2:54-+ plus 137 pereent
over $31-750 of the exeess over $28;500
over $34,750 $2,957 plas +4:0 pereent

of the exeess over $31750

viduals filing joint returns must be computed by applying to their taxable net

ever $1;200 but not $20 plus 2+ pereent of the

over $1;700 exeess over $4:200

over $4;700 but net $34 plus 2-3 pereent of the

over $2;700 exeess over $1700

over $2:700 but aet $54 plus 33 pereent of

over $5;600 the exeess ever $2:700

over $5:600 but net $150 plus 5:3 pereent of

over $9:160 the exeess over $3;600

over $9:100 but not $335 plus 6:8 pereent of

ever $12,600 the exeess ever $9:-100

over $12:600 but not $573 plus 85 pereent of

over $17800 the exeess ever $12:600

over $175800 but net $1;645 plus 93 pereent of

over $306;800 the exeess over $17,300

over $36;3600 $2;224 plus 99 pereent of
the execess ever $30,800

(1) For taxable years beginning after December 31, 1986, and before Janu-
ary 1, 1988
if taxable income is: the tax is:
not over $4,000 4 percent
over $4,000, but not $160 plus 6 percent of the

over $11,000
over $11,000, but not
over $21,000
over $21,000

excess over $11,000

$1,380 plus 9 percent of
the excess over $21,000

(2) For taxable years beginning after December 31, 1987

if taxable income is:

not over $19,000 6 percent

over $19,000

$1,140 plus § percent of
the excess over $19,000;
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plus an amount equal to ten percent of the tax paid by the taxpayer under
section 1(g) of the Internal Revenue Code of 1986, as amended through Decem-

ber 31, 1986.

¢e) (b) The income taxes imposed by this chapter upon unmarried individu-
als, married individuals filing separate returns, estates, and trusts that eleet to
deduet federal income taxes under seetion 290:088 must be computed by apply-
ing to taxable net income the following schedule of rates:

net ever $700 +:3 percent
over $700 but not $9 plus -0 pereent of the
over $1:400 exeess over $760
over $1-400 but not $22 plus 32 pereent of the
over $2;800 exeess over $1;400
over $2:800 but net $67 plus 54 pereent of
over $4;300 the excess over $2;800
over $5:700 the exeess ever $4;360
ever $5;700 but net $245 plas 84 pereent of
over $7100 the exeess over $5;766
over $7-100 but net $362 plus 5-8 pereent of
ever $9:006 the exeess ever $5100
over $9:900 but net $637 plas H+ pereent of
ever $12:800 the exeess over $9;000
over $12;860 but net $959 plus 124 pereent of
over $15,460 the execess over $12;800
over $15;400 but net $1:-281 plus 13-6 pereent of
over $19;400 the exeess over $15;400
over $19:400 $15825 plus 14 pereent

of the execess over $19:400

(1) For taxable years beginning after December 31, 1986, and before Janu-
ary 1, 1988
if taxable income is: the tax is;

not over $3,000 4 percent

over $3,000, but not
over $9,000

over $9,000, but not
over $16,000

over $16,000

$120 plus 6 percent
of the excess over $3,000
$480 plus 8 percent
of the excess over $9,000

$1.040 plus 9 percent
of the excess over $16,000

(2) For taxable years beginning after December 31, 1987

if taxable income is: the tax is:
not over $13,000 6 percent

over $13,000

$780 plus 8 percent

of the excess over $13,000;
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plus an amount equal to ten percent of the tax paid by the taxpayer under
section 1(g) of the Internal Revenue Code of 1986, as amended through Decem-

ber 31, 1986.

&) (c) The income taxes imposed by this chapter upon el ether unmarriefi
individuals; married individuals filing separate returns; estates; and trusts quali-
fying as a head of household as defined in section 2(b) of the Internal Revenue
Code a‘—1986, as amended through December 31, 1986, must be computed by
applying to taxable net income the following schedule of rates:
not over $300 + pereent

ever $300 but not $3 plus 13 pereent of the
over $600 exeess over $300

over $600 but net $7 plus 1-6 pereent of the
over $900 exeess over $600

over $900 but net $12 plus 21 pereent of
over $15300 the exeess over $900
over $1:300 but not $20 plus 27 pereent of
ever $2;000 the- exeess over $4:300
over $2;000 but not $39 plus 3.7 percent of
over $2;800 the exeess over $2:000
over $2,800 but net $69 plus 4-5 pereent of
over $4;300 the exeess over $2;800
ever $4;:300 but net $136 plus 6-1 percent of
over $6;400 the exeess over $4;300
over $6;400 but net $264 plus 75 pereent of
ever $9;400 the exeess ever $6:400 -
over $9;400 but not $489 plus 9:3 pereent of
over $16;:200 the exeess over $9;400
over $16;200 $15122 plus 9:9 percent

of the exeess over $16;200
(1) For taxable years beginning after December 31, 1986, and before Janu-
ary 1, 1988

if taxable income js: the tax is:

not over $3,500 4 percent

over $3,500, but not $140 plus 6 percent

over $10,000 : of the excess over $3,500
over $10,000, but not $530 plus 8§ percent

over $18,500 of the excess over $10,000
over $18,500 $1,210 plus 9 percent

of the excess over $18,500
(2) For taxable years beginning after December 31, 1987

if taxable income is: the tax is:
not over $16,000 6 percent
over $16,000 $960 plus 8 percent
of the excess over $16,000;

Changes or additions are indicated by underline, deletions by strikeout.




Ch. 268, Art. 1 LAWS of MINNESOTA for 1987 1068

plus an amount equal to ten percent of the tax paid by the taxpayer under
section 1(g) of the Internal Revenue Code of 1986, as amended through Decem-

ber 31, 1986,

&) (d) In licu 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 subdi-
vision. After the application of the nonrefundable credits provided in this
chapter, the tax liability must then be multiplied by a fraction in which:

(1) The numerator is the individual’s Minnesota sourced federal adjusted

nue Code of 1986, as amended through December 31, 1986, after applying the
allocation and assignability provisions of section 290.081, clause (a), 290.17,

subdivision 2; or 290171 apphied; and

(2) the denominator is the individual’s federal adjusted gross income as

December 31, 1986.

Sec. 32. Minnesota Statutes 1986, section 290.06, subdivision 2d, is amended
to read:

Subd. 2d. INFLATION ADJUSTMENT OF BRACKETS. (a) For taxable
years beginning after December 31, 4985 1990, the minimum and maximum
dollar amounts for each rate bracket for which a tax is-imposed in subdivision
2c¢ shall be adjusted for inflation by the percentage determined under paragraph
(b). For the purpose of making the adjustment as provided in this subdivision
all of the rate brackets provided in subdivision 2c¢ shall be the rate brackets as
they existed for taxable years beginning after December 31, +984 1987, and
before January 1, 4986 1991. The rate applicable to any rate bracket must not
be changed. The dollar amounts setting forth the tax shall be adjusted to reflect
the changes in the rate brackets. The rate brackets as adjusted must be rounded
to the nearest $10 amount. If the rate bracket ends in $35, it must be rounded up

to the nearest $10 amount.

(b) The commissioner shall adjust the rate brackets by the percentage deter-

mined under pursuant to the provisions of section 1(f) of the Internal Revenue
Code of 4954 1986, as amended through December 31, 4985 1986, except that
in section 1(f)(3)(B) the word “4984 1989 shall be substituted for the word “
4983 1987.” For 1991, the commissioner shall then determine the percent
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change from the 12 months ending on Septentber 30; 1984 Aupust 31, 1989, to;
for 1986; the 12 months ending on September 38; 1985 August 31, 1990, and in
each subsequent year, from the 12 months ending on September 30; 1984 August
31, 1989, to the 12 months ending on September 30 August 31 of the preceding
year preceding the taxable year. The determination of the commissioner pursu-
ant to this subdivision shall not be considered a “rule” and shall not be subject
to the administrative procedure act contained in chapter 14.

No later than December 15 of each year, the commissioner shall announce
the specific percentage that will be used to adjust the tax rate brackets; the

Sec. 33. Minnesota Statutes 1986, section 290.06, is amended by adding a
subdivision to read:

Subd, 20. ELDERLY AND DISABLED PERSONS. An individual may |

nue Code of 1986, as amended through December 31, 1986.

Sec. 34. Minnesota Statutes 1986, section 290.06, is amended by adding a
subdivision to read:

Subd. 21. ALTERNATIVE MINIMUM TAX. (a) A corporation is allowed
a credit for alternative minimum tax previously paid for any taxable year in
which the corporation has no tax liability under section 290.092, and has an
alternative minimum tax credit carryover from a previous year. The credit shall

ryover to the taxable year.

(b) The tax imposed under section 290.092 for any taxable year is a credit
for alternative minimum tax previously paid which is a carryover to each of the
15 taxable years succeeding the taxable year. The entire amount of the alterna-
tive minimum tax credit must be carried to the earliest of the taxable years to
which such amount may be carried. The portion of the alternative minimum
tax credit which is carried to each of the other taxable years to which the credit
may be carried is the excess, if any, of the credit over the amount allowable
under paragraph (a) for each of the taxable years to which the credit may be
carried. In each taxable year in which a credit is allowable under paragraph (a),
the credit for alternative minimum tax previously paid must be used beginning
with the earliest taxable year from which the credit may be carried.

Sec. 35. Minnesota Statutes 1986, section 290.067, subdivision 1, is amended
to read:

Subdivision 1. AMOUNT OF CREDIT. A taxpayer may take as a credit
against the tax due from the taxpayer and a spouse, if any, under this chapter an
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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 of 4954;
as amended through Peecember 31 1985; subject to the limitations provided in
subdivision 2.

Sec. 36. Minnesota Statutes 1986, section 290.067, subdivision 2, is amended
to read:

Subd. 2. LIMITATIONS. The credit for expenses incurred for the care of
each dependent shall not exceed $720 in any taxable year, and the total credit
for all dependents of a claimant shall not exceed $1,440 in a taxable year. The
maximum total credit shall be reduced according to the amount of the eembined
fedefa%&djusmdgfessmcom&plus%heefdiﬂaﬂmeemepemeﬁefaﬁybmﬁ
sum disteibution under section 462(e) of the Internal Revenue Code of 1954; as
amended threugh December 31; 1985; of the claimant and a spouse, if any, as
follows:

income up to $36;680 $12,200, $720 maximum for one dependent, $1,440
for all dependents;

ineeme of $10;004 to $11:000; $660 maximum for one dependent; $1:320
for all dependents;

income over $666 $12,200, the maximum credit for one dependent shall
be reduced by $40 $12 for every $200 of additional income, $20 $24 for all
dependents;

for income of $24,001 and over, no credit shall be received.

The commissioner shall construct and make available to taxpayers tables
showing the amount of the credit at various levels of income and expenses. The
tables shall follow the schedule contained in this subdivision, except that the
commissioner may graduate the transitions between expenses and income brack-
ets.

Sec. 37. Minnesota Statutes 1986, section 290.067, is amended by adding
a subdivision to read:

Subd. 2a. INCOME For purposes of this section, “income” means the sum
of the followmg

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

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

(1)

(i) all nontaxable income;

(ii) the amount of a passive activity loss that is not disallowed as a result of
section 469, paragraph (i) or (1) of the Internal Revenue Code and the amount
of passive activity loss carryover allowed under section 469(b) of the Internal
Revenue Code;
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(iii) an amount equal to the total of any discharge of qualified far_m indebt-
edness of a solvent individual excluded from gross income under section 108(g)
of the Internal Revenue Code;

(iv) cash public assistance and relief;

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

(vi) interest received from the federal or a state government or any instru-
mentality or political subdivision thereof}

(vii) workers’ compensation;

(viii) nontaxable strike benefits;

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

(x) the ordinary income portion of a lump sum distribution under section
402(e) of the Internal Revenue Code; and

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

Sec. 38. Minnesota Statutes 1986, section 290.067, is amended by adding
a subdivision to read:

Subd. 6. For purposes of this section, “Internal Revenue Code” means the
Internal Revenue Code of 1986, as amended through December 31, 1986.

Sec. 39. Minnesota Statutes 1986, section 290.068, subdivision 1, is amended
to read:

Subdivision 1. CREDIT ALLOWED. In addition to the deduetion provid-
ed in seetion 296:09; A corporation, other than a corporation with a valid
election in effect under section 290.9725, is allowed a credit against the tax
imposed by this chapter for the taxable year equal to:

(a) 32-5 5 percent of the first $2 million of the excess (if any) of

(1) the qualified research expenses for the taxable year, over
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(2) the base period research expenses; and .
(b) 625 2.5 percent on all of such excess expenses over $2 million.

Sec. 40. Minnesota Statutes 1986, section 290.068, subdivision 2, is amended
to read:

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

(a) “Qualified research expenses” means (i) qualified research expenses as
defined in section 36 41(b) and (e) of the Internal Revenue Code, except it shall
not include expenses incurred for basic research conducted outside the state of
Minnesota pursuant to section 30 41(e); or (ii) contributions to a nonprofit
corporation established and operated pursuant to the provisions of chapter 317
for the purpose of promoting the establishment and expansion of business in
this state, provided the contributions are invested by the nonprofit corporation
for the purpose of providing funds for small, technologically innovative enter-
prises in Minnesota during the early stages of their development.

(b) “Qualified research” means qualified research as defined in section 38
41(d) of the Internal Revenue Code, except that the term shall not include
qualified research conducted outside the state of Minnesota.

(c) “Base period research expenses” means base period research expenses as
defined in section 38 41(c) of the Internal Revenue Code, except that “Decem-
ber 31, 1981 shall be substituted for “June 30, 1981” in subparagraph (B) of
paragraph (2) and the definitions contained in clauses (a) and (b) shall apply.

(d) “Internal Revenue Code” means the Internal Revenue Code of 1954
1986, as amended through December 31, 4984 1986.

Sec. 41. Minnesota Statutes 1986, section 290.068, subdivision 3, is amended
to read:

Subd. 3. LIMITATION; EARRYBACK AND CARRYOVER. (a)(1) The
credit for the taxable year shall not exceed the liability for tax. “Liability for

tax” for purposes of this section means the tax imposed under this chapter for
the taxable year reduced by the sum of the nonr_efundable credits allowed under

this chapter.

(2) In the case of a corporation which is a partner in a partnership, the
credit allowed for the taxable year shall not exceed the lesser of the amount
determined under clause (1) for the taxable year or an amount (separately com-
puted with respect to the corporation’s interest in the trade or business or entity)
equal to the amount of tax attributable to that portion of taxable income which
is allocable or apportionable to the corporation’s interest in the trade or business

or entity.

(b) If the amount of the credit determined under this section for any taxable
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year exceeds the limitation under clause (a), the excess shall be a research cred.it
carryback to each of the three preceding taxable years and a research eredit
carryover to each of the 15 succeeding taxable years. The entire amount of the
excess unused credit for the taxable year shall be carried first to the earliest of
the taxable years to which the credit may be carried and then to each successive
year to which the credit may be carried. The amount of the unused credit which
may be added under this clause shall not exceed the taxpayer’s liability for tax
less the research credit for the taxable year.

relates to an overpayment attribuiable to & research and experimental expendi-
ture eredit earryback under this subdivision; in lieu of the pesiod of limitation
preseribed in seetions 20046 and 200:50; the peried of imitation shall be that
period which ends with the expiration of the 15th day of the 45th menth
following the end of the taxable year in whieh the research and experimental
expenditure eredit arises which results in the earcybacks plus any extension of
extended time: With respeet to any portion of & eredit earryback from a taxable
year attributable to a loss earryback from & subsequent taxable year; the peried
of Hmitations shall be that period which ends with the expiration of the 15th day
of the 45th menth following the end of the subsequent taxable year; plus any
extension of time granted for filing the return; but only if the return was fled
within the extended time: In any case in which a taxpayer is entitled to & refund
in & earryback year due to the earryback of e research and experimental expendi-
ture eredit; interest shall be computed only from the end of the taxable year in
which the eredit arises: With respeet to any pertien of a eredit earryback from
& taxable year attribuiable to a loss earryback from e subsequent taxable yeasr
interest shall be computed from the end of the subsequent taxable year:

Sec. 42. Minnesota Statutes 1986, section 290.068, subdivision 4, is amended
to read:

Subd. 4. PARTNERSHIPS. In the case of partnerships the credit shall be

allocated in the same manner provided by section 30 41(f)(2) of the Internal
Revenue Code.

Sec. 43. Minnesota Statutes 1986, section 290.068, subdivision 5, is amended
to read:

Subd. 5. ADJUSTMENTS; ACQUISITIONS AND DISPOSITIONS. If a
taxpayer acquires or disposes of the major portion of a trade or business or the
major portion of a separate unit of a trade or business in a transaction with
another taxpayer, the taxpayer’s qualified research expenses and base period
shall be adjusted in the same manner provided by section 30 41(f)(3) of the
Internal Revenue Code, except that “December 31, 1980” shall be substituted
for “June 30, 1980.”

Sec. 44. Minnesota Statutes 1986, section 290.068, subdivision 6, is amended
to read:
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Subd. 6. ADDITIONAL CREDIT. (a) For taxable years beginning after
December 31, 1986, and before January 1, 1988, in addition to the credit
allowed by subdivision 1, a credit shall be allowed against the tax imposed by
this chapter for the taxable year equal to 425 five percent of the amount of
qualified research expenses paid or incurred for qualified research performed by
a Minnesota-domiciled corporation for or on behalf of one or more of its wholly-
owned subsidiary corporations which has in effect during the taxable year a
valid election under section 936 of the Internal Revenue Code, including any
expenses paid or incurred that are attributable to a wholly-owned subsidiary
corporation by reason of paragraph (h) of section 936 for purposes of determin-
ing each corporation’s combined taxable income.

(b) The maximum credit allowed by clause (a) for the taxable year shall be
the excess of

(1) the total amount of tax imposed by this chapter on all members of the
unitary group for the taxable year, over

(2) the sum of (A) the total amount of tax which would be imposed on the
unitary group, if the corporation or corporations with valid elections under
section 936 of the Internal Revenue Code were excluded from the unitary group,
plus (B) the tax, if any, which would be imposed on the corporation or corpora-
tions with valid elections under section 936 of the Internal Revenue Code
without regard to the other members of the unitary group.

(c)(1) If the amount of the credit determined under clause (a) for any
taxable year exceeds the limitation provided in clause (b), the excess shall be a
research credit carryover to each of the 15 succeeding taxable years. The entire
amount of the excess unused credit for the taxable year shall be carried first to
the earliest of the taxable years to which the credit may be carried and then to
each successive year to which the credit may be carried.

(2) The amount of the unused credit which may be added under subpara-
graph (1) for any preceding taxable year shall not exceed the amount by which
the limitation provided by clause (b) for the taxable year exceeds the sum of

(i) the credit allowable under this subdivision for the taxable year, and

(ii) the amounts, which, by reason of subparagraph (1), are added to the
amount allowable for the taxable year and which are attributable to taxable
years preceding the taxable year in which an excess credit arises.

Sec. 45. Minnesota Statutes 1986, section 290.069, subdivision 2a, is
amended to read:

Subd. 2a. RECAPTURE; TECHNOLOGY TRANSFER CREDIT. (a) A
corporation which receives a tax reduction pursuant to Minnesota Statutes 1986,
section 290.069, subdivision 2 shall repay to the commissioner an amount of the
tax reduction as specified in paragraph (b) if any of the following conditions
occur within a three-year period after the date of transfer of the technology.
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(1) The transferee ceases operations in the technology corridor project area.
(2) The transferee becomes a subsidiary or affiliate of the transferor.

(3) The transferee sells, transfers, or otherwise disposes of the rights to
technology.

(4) The transferee fails to make the necessary payments or expenditures
required by Minnesota Statutes 1986, section 290.069, subdivision 2, paragraph
(®).

(5) The transferee grants an interest to the transferor in violation of Minne-
sota Statutes 1986, section 290.069, subdivision 2, paragraph (h).

(b) The amount of the repayment is determined pursuant to the following
schedule:

Occurrence of event causing recapture Repayment portion
Less than six months 100 percent

" Six months or more but less than 12 months 83-1/3 percent
12 months or more but less than 18 months 66-2/3 percent
18 months or more but less than 24 months 50 percent
24 months or more but less than 30 months 33-1/3 percent
30 months or more but less than 36 months 16-2/3 percent

Sec. 46. Minnesota Statutes 1986, section 290.069, subdivision 4b, is
amended to read:

Subd. 4b. MULTISTATE BUSINESSES. If a qualified small business is
engaged in a business partly within and partly without the state, the credit
allowable pursuant to subdivision 2 for technology transferred to the business
must be apportioned. The credit determined pursuant to Minnesota Statutes
1986, section 290.069, subdivision 2 must be multiplied by the arithmetical
average of the qualified small business’ property and payrolls, determined as
provided by section 290.19, subdivision 1, clauses (2)(a)(2) and (2)(a)(3), using
data from the most recently available year. After the technology is transferred,
the qualified small business shall certify to the transferor taxpayer its factors
under section 290.19, subdivision 1, clauses (2)(a)(2) and (2)(a)(3) for each of the
succeeding two tax years. If the factors for either of these years would result in
at least a 25 percent change in the allowable credit, the taxpayer shall file an
amended return repaying or claiming the difference in the credit. The preceding
sentence does not apply if the qualified small business ceases operations in
Minnesota and the recapture provisions of subdivision 2a or 4a apply.

Sec. 47. Minnesota Statutes 1986, section 290.077, subdivision 1, is amended
to read:

Subdivision 1. INCLUSION IN GROSS INCOME. Notwithstanding any

other pl‘OVlSlO n of law, income in respect of a decedent shall be ineluded in gross
ineome i aeeefé&nee with the method set forth in section 691(a) of the Internal
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Revenue Code of +854 1986, as amended through December 31, 4985 1986,

the right in its gross income and the personal representative shall be relieved of
any further liability with respect to that right if the nonresident: (1) includes the

nonresident’s gross income for the year the right is received and pays the

tax thereon; or (2) elects to include the amount received in payment of the right
in the nonresident’s gross income for the year in which the payment is received
and pays the tax on it in the same manner as a resident of this state and files a

bond with the commissioner of revenue during the year the right is received, in

payment of the tax. A bond redquired under clause (2) shall be considered

sufficient if in an amount equivalent to the tax that would be due if the method
provided in clause (1) were followed.

Sec. 48. Minnesota Statutes 1986, section 290.081, is amended to read:

290.081 INCOME OF NONRESIDENTS, RECIPROCITY; CREDIT FOR
TAXES PAID TO ANOTHER STATE.

(a) The compensation received for the performance of personal or profes-
sional services within this state by an individual whose residence, place of
abode, and place customarily returned to at least once a month is in another
state, shall be excluded from gross income to the extent such compensation is
subject to an income tax imposed by the state of residence; provided that such
state allows a similar exclusion of compensation received by residents of Minne-
sota for services performed therein, or

(b) If any taxpayer who is a resident of this state, or a domestic corporation
or corporation commercially domiciled therein, has become liable for taxes on
or measured by net income to another state or a province or territory of Canada
upon, if the taxpayer is an individual, or if the taxpayer is an athletic team and
all of the team’s income is apportioned to Minnesota, any income, or if it is a
corporation, estate, or trust, upon income derived from the performance of
personal or professional services within such other state or province or territory
of Canada and subject to taxation under this chapter the taxpayer shall be
entitled to a credit against the amount of taxes payable under this chapter, of
such proportion thereof, as such gross income subject to taxation in such state or
province or territory of Canada bears to the taxpayer’s entire gross income
subject to taxation under this chapter; provided (1) that such credit shall in no
event exceed the amount of tax so paid to such other state or province or
territory of Canada on the gross income earned within such other state or
province or territory of Canada and subject to taxation under this chapter, and
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(2) the allowance of such credit shall not operate to reduce the taxes payable
under this chapter to an amount less than would have been payable if the gross
income earned in such other state or province or territory of Canada had been
excluded in computing net income under this chapter. A taxpayer who is a
resident of this state pursuant to section 290.01, subdivision 7a, clause (2), and

not allowed this credit unless the state of domicile
lar credit.

(c) The commissioner shall by rule determine with respect to gross income
earned in any other state the applicable clause of this section. When it is
deemed to be in the best interests of the people of this state, the commissioner
may determine that the provisions of clause (a) shall not apply. As long as the
provisions of clause (a) apply between Minnesota and Wisconsin, the provisions
of clause (a) shall apply to any individual who is domiciled in Wisconsin.

(d) “Tax So Paid” as used in this section means taxes on or measured by net
income payable to another state or province or territory of Canada on income
earned within the taxable year for which the credit is claimed, provided that
such tax is actually paid in that taxable year, or subsequent taxable years.

For purposes of clause (b), where a Minnesota resident reported an item of
income to Minnesota and is assessed tax in another state or a province or
territory of Canada on that same item of income after the Minnesota statute of
limitations has expired, the taxpayer shall be allowed to receive a credit for that
year based on clause (b), notwithstanding the provisions of sections 290.49,
290.50, and 290.56. For purposes of the preceding sentence, the burden of
proof shall be on the taxpayer to show entitlement to a credit.

(e) For the purposes of clause (a), whenever the Wisconsin tax on Minnesota
residents which would have been paid Wisconsin without clause (a) exceeds the
Minnesota tax on Wisconsin residents which would have been paid Minnesota
without clause (a), or vice versa, then the state with the net revenue loss result-
ing from clause (a) shall receive from the other state the amount of such loss.
This provision shall be effective for all years beginning after December 31, 1972.
The data used for computing the loss to either state shall be determined on or
before September 30 of the year following the close of the previous calendar
year.

Interest shall be payable on all delinquent balances relating to taxable years
beginning after December 31, 1977. The commissioner of revenue is authorized
to enter into agreements with the state of Wisconsin specifying the reciprocity
payment due date, conditions constituting delinquency, interest rates, and a
method for computing interest due on any delinquent amounts.

If an agreement cannot be reached as to the amount of the loss, the commis-
sioner of revenue and the taxing official of the state of Wisconsin shall each
appoint a member of a board of arbitration and these members shall appoint the
third member of the board. The board shall select one of its members as chair.
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Such board may administer oaths, take testimony, subpoena witnesses, and
require their attendance, require the production of books, papers and docu-
ments, and hold hearings at such places as are deemed necessary. The board
shall then make a determination as to the amount to be paid the other state
which determination shall be final and conclusive.

Notwithstanding the provisions of section 290.61, the commissioner may
furnish copies of returns, reports, or other information to the taxing official of
the state of Wisconsin, a member of the board of arbitration, or a consultant
under joint contract with the states of Minnesota and Wisconsin for the purpose
of making a determination as to the amount to be paid the other state under the
provisions of this section. Prior to the release of any information under the
provisions of this section, the person to whom the information is to be released
shall sign an agreement which provides that the person will protect the confiden-
tiality of the returns and information revealed thereby to the extent that it is
protected under the laws of the state of Minnesota.

Sec. 49. Minnesota Statutes 1986, section 290.091, subdivision 1, is amended
to read:

Subdivision 1. IMPOSITION OF TAX. In addition to all other taxes
imposed by this chapter a tax is imposed on individuals, estates, and trusts
equal to the excess (if any) of

(a) an amount equal to feur six percent of alternative minimum taxable

income after subtracting the exemption amount, over

(b) the regular tax for the taxable year.
Sec. 50. Minnesota Statutes 1986, section 290.091, subdivision 2, 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 adjusted gross alternative minimum taxable income
as defined in section 55(b)(2) of the Internal Revenue Code;

(2) the taxpayer’s jtemized deductions allowed in computing federal tex
preferenee items alternative minimum taxable income, but excluding the portion

ence under section 57(a)(6) of the Internal Revenue Code;

(3) to the extent not included in federal alternative minimum taxable income,
the amount of interest income as provided by section 290.01, subdivision 20a;

elauses (b; 3); and (4) 192, clause (1); less the sum of
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(i) interest income as defined in section 290.01, subdivision 28b 199, clause

(1)

(ii) an overpayment of state income tax as provided by section 290.01,
subdivision 28b 19b, clause ¢4) (2); and

(iii) the amount of investment interest paid or accrued within the taxable
year on indebtedness to the extent that the amount does not exceed gualified net
investment income, as defined in section $5¢e)5) 163(d)(4) of the Internal Reve-
nue Code. Interest does not include amounts deducted in computing federal
adjusted gross incomez and

6%) to the extent included in the taxpayer’s fodesal adjusted gross income;
&3).

In the case of an estate or trust, adjusted gross alternative minimum taxable
income must be medified computed as provided in section 5568} 59(c) of
the Internal Revenue Code and reduced by the deduetions allowed under see-
tions 642(e); 65 (e); and 66Ha) of the Internal Revenue Code.

(b) “Federal tax preference items™ means items as defined in seetions 57 58;
and 443(d) of the Internal Revenue Code; modified as follows:

1) The eapital gain preference item shall be reduded

) where the gain would be modified beeause seme or all of the assets have
& higher basis for Minnesote purpeses than for foderal purpeses; and

€2) In the ease of a nonresident individual; or an estate or trast; with a net
operating loss that is & larger amount for Minnesota than for foderal; the eapital
gain preference itern shall be reduced to the extent it was redueced in the allow-
ance of the net operating loss:

€3) Federol preference items from the business of mining or produeing iron
efeﬂﬂde%hefefeswhiehafesabjeettefheeeeapaﬁeﬂmaﬁdexemptfrem
taxation under seetion 250:05; subdivision 1; shall not be a preference item for
Minnesota:

@%Mﬁ%@%ﬁm%%mmmm%m
ﬁeﬂememseeegfessmeem&asdetefmmeébyfheee&nmsﬁeﬂepafeﬁot
preferenee items for Minnesota-

te) “Internal Revenue Code” means the Internal Revenue Code of 4954
1986, as amended through December 31, 1985 1986,

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

Sec. 51. Minnesota Statutes 1986, section 290.091, subdivision 3, is amended
to read: _

Subd. 3. EXEMPTION AMOUNT. For purposes of computing the alter-
native minimum tax, the exemption amount is:

) $40;000 in the ease of a married couple fling a joint return:

) $306;060 in the ease of an individual whe is net married; as defined in
seetion 143 of the Internnl Revenue Code;

€e) $20,000 in the ease of
) an estate or trust o

&) & marsied individual whe files a separate tax return the exemption
determined under section 55(d) of the Internal Revenue Code, except that alter-
native minimum taxable income as determined under this section must be
substituted in the computation of the phase out under section 55(d)(3).

Sec. 52. Minnesota Statutes 1986, section 290.091, subdivision 4, is amended
to read:

Subd. 4. PART YEAR RESIDENTS; ESTATES AND TRUSTS. (a) An
individual who is not a Minnesota resident for the entire year must compute
alternative minimum tax liability using a regular tax liability determined under
section 290.06, subdivision 2c, paragraph € (e), without regard to the provision
for allocation to Minnesota. The resulting alternative minimum tax liability
must be multiplied by the fraction defined in section 290.06, subdivision 2c,

paragraph €5 (e).

(b) In the case of an estate or trust, the alternative minimum tax liability
must be computed by multiplying alternative minimum taxable income and the
exemption amount by a fraction, the numerator of which is the amount of the
taxpayer’s alternative minimum taxable income allocated to this state pursuant
to the provisions of sections 290.17 to 290.20, and the denominator of which is
the taxpayer’s total alternative minimum taxable income.

Sec. 53. Minnesota Statutes 1986, section 290.091, subdivision 5, is amended
to read:

Subd. 5. TAX BENEFIT RULE. The tax benefit rule contained in sec-

tion 58tk 59(g) of the Internal Revenue Code applies to the computation of the
tax under this section only to the extent that it determines if there is an item of

tax preference for purposes of subdivision 2, clause {a}2) (a)(1).
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Sec. 54. [290 092] ALTERNATIVE MINIMUM TAX FOR CORPORA-
TIONS.

Subdivision 1. IMPOSITION OF TAX, For taxable years beginning after
December 31, 1986 and before January 1, 1990 in addition to the taxes com-
puted under this chapter without regard to thls section, the franchise t tax 1mposed
on corporations includes a tax equal to the excess, if any, oft

(1) .001 multiplied by the alternative minimum tax base, over

(2) the amount of tax computed under this chapter without regard to this
section.

Subd. 2. EXEMPTIONS. Corporations subject to tax under sections 290.05,
subdivision 3; or 60A.15, subdivision 1 and 290.35; real estate investment
trusts; regulated investment companies; cooperatives taxable under subchapter T
of the Internal Revenue Code of 1986 or organized under chapter 308 or a
similar law of another state; and entities having a valid election in effect under
section 1362 or 860D(b) of the Internal Revenue Code of 1986, as amended
through December 31, 1986, are not subject to the tax imposed in subdivision 1
or subdivision 3,

Subd. 3. ALTERNATIVE MINIMUM TAX BASE. The alternative mini-
mum tax base equals the sum oft

(1) the total amount of Minnesota sales and receipts;

(2) the amount of the taxpayer’s total Minnesota property; and

(3) the taxpayer’s total Minnesota payrolls;

less the exemption amount, if any.

Subd. 4. DEFINITIONS. (a) “Minnesota sales and 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, subdivi-
sions 6 to 8, and/or the total sales or receipts apportioned or attributed to |
Minnesota pursuant to any other apportionment formula applicable to the tax- |
payer.

(b) “Minnesota property” means total Minnesota tangible property as pro-
vided in section 290.191, subdivisions 9 to 11, and any other tangible property
located in Minnesota. Intangible property shall not be included in Minnesota
property 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. For the first five taxable years during which a corpora-
tion is subject to taxation under this chapter, the amount of its Minnesota
property and payrolls shall be deemed to be zero for purposes of this section.

(c) “Minnesota payrolls” means total Minnesota payrolls as provided in
section 290.191, subdivision 12. Taxpayers who do not utilize payrolls to
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apportion income shall nevertheless include Minnesota payrolls for purposes of
this section.

(d) The “exemption amount” equals the lesser of (1) the sum of the taxpay-
er’'s Minnesota sales and receipts, property, and payrolls or (2) $5,000,000 reduced
by one-half of the amount of the taxpayer’s total sales and receipts, property,
and pavyrolls in excess of $10,000,000. Total sales and receipts, property, and
payroll means the total determined under section 290.191 as the denominator of

providing of professional services; (2) operation as a financial institution; (3)
sales or management of real estate; or (4) operation as an insurance agency does
not have an exemption amount.

Subd. 5. IMPOSITION OF TAX AFTER 1989. For taxable years begin-
ning after December 31, 1989, in addition fo 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, oft

(1) 40 percent of the tax imposed upon the corporation under section 55(a)
of the Internal Revenue Code of 1986, as amended through December 31, 1986,
apportioned to Minnesota under section 290.191. In computing the amount of
the liability under section 55(a) of the Internal Revenue Code of 1986, the
regular federal tax liability under section 55(a)(2) of the Internal Revenue Code
of 1986, must be determined using federal taxable income as modified by sec-
tions 290.01, subdivisions 19¢ and 19d, 290.095, and 290.21, and alternative
minimum taxable income under section 56 of the Internal Revenue Code of
1986 must be computed as if the section 290.095 restrictions on net operating

losses applied.
(2) the amount of tax computed under this chapter without regard to this
section,

Subd. 6. CREDITS. In computing the tax under this section, the following
credits are allowed:

(1) the enterprise zone credits allowed by section 273.1314, subdivision 9;

(2) the credits for estimated taxes paid; and

(3) the research and development credit allowed by section 290.068.

Sec. 55. [290.093] TAX COMPUTATION FOR MUTUAL SAVINGS
BANKS CONDUCTING LIFE INSURANCE BUSINESS.
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(1) a tax computed on the jaxable income determined without regard to any

mined without regard 1o any items of gross income or deductions not properly
allocable to the department computed in the manner provided in section 290.35
and at the rate provided in section 290.06.

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 of 1986, as amended through Decem-
ber 31, 1986.

Sec. 56. Minnesota Statutes 1986, section 290.095, subdivision 1, is amended
to read:

Subdivision 1. ALLOWANCE OF DEDUCTION. (a) There shall be allowed
as a deduction for the taxable year the amount of any net operating loss deduc-
tion as defined in subdivision 2; elause (b); provided; however; that the medifieat-
ions speeified in subdivision 4 shall be mede in eomputing the taxable net
income for the taxeble year before the net operating loss deduetion shall be
allowed provided in section 172 of the Internal Revenue Code of 1986, as
amended through December 31, 1986, subject to the limitations and modificat-
ions provided in this section.

(b) A net operating loss deduction shall be available under this section only

to corporate taxpayers except as provided in that subdivisions 7, 9, and 11
hereof apply only to individuals, estates, and trusts.

Sec. 57. Minnesota Statutes 1986, section 290,095, subdivision 2, is amended
to read:

Subd. 2. DEFINED AND LIMITED. (a) The term “net operating loss” as
used in this section shall mean the exeess of the deduetions of the lind provided
fefmseeﬁeﬂ%%pefmiﬁedmbemkeﬂ%neemp&ﬁﬂgﬁwﬁpayeﬁs%aﬁb}e
gfeseiﬂeemeused%neempﬁ&ﬁgsuehmmb}eﬁeﬁneemegn_aoperatinglisgg
defined in section 172(c) of the Internal Revenue Code of 1986, as amended
through December 31, 1986, with the modifications specified in subdivision 4.
The deductions provided in section 290,21 cannot be used in the determination
of a net operating loss.

(b) The term “net operating loss deduction” as used in this section means
the aggregate of the net operating loss earrybacks and carryovers to the taxable
year, computed in accordance with subdivision 3. The provisions of section
172(b) of the Internal Revenue Code of 1986, as amended through December
31, 1986, relating to the carryback of net operating losses, do not apply.
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Sec. 58. Minnesota Statutes 1986, section 290,095, subdivision 3, is amended
to read:

Subd. 3. CARRYOVER AND CARRYBACK. (a) Exeept a5 provided in
eleuse () or subdivisien 8; A net operating loss for any taxable year shall be:

) A net operating loss carrybaek to each of the three taxable years preced-
ing the taxable year of such loss; and

&) a net operating loss carryover to each of the five 15 taxable years
following the taxable year of such loss.

(b) The entire amount of the néet operating loss for any taxable year shall be
carried to the earliest of the taxable years to which; by reasen of subdivision 3;
elause (&) of {d); such loss may be carried. The portion of such loss which shall
be carried to each of the other taxable years shall be the excess, if any, of the
amount of such loss over the sum of the taxable net income, adjusted by the
modifications specified in subdivision 4, for each of the prier taxable years to

which such loss may be carried.

(c) Where a corporation does business both within and without Minnesota,
and apportions its income under the provisions of section 29849 290.191, the
net operating loss deduction shall be allowed to the extent of the apportionment
ratio of the loss year; er the year t6 which the loss is earried; whichever 8

smaller.

(d) Where a corporationr files & combined repert which reflests the entire
unitary business as provided in seetion 296:34; subdivision 2; the eofporation
shall net be allowed & net operating loss earryback to a year in which it did net
file & combined report: The number of taxable years for which & net operating
loss eareyever is allowed shall be inereased by the number of taxable years for
which & net operating loss earryback is not allowed under this clause No addi-
tional net operating loss deduction is allowed in a subsequent taxable year for
the portion of a net operating loss deduction used to offset Minnesota income in
a year in which the taxpaver is subject to the alternative minimum tax in section
290.092.

Sec. 59. Minnesota Statutes 1986, section 290.095, subdivision 4, is amended
to read: :

Subd. 4. COMPUTATION AND MODIFICATIONS. The following
modifications shall be made in computing a net operating loss in any taxable
year and also in computing the taxable net income for any taxable year before a
net operating loss deduction shall be allowed:

(a) No deduction shall be allowed for or with respect to losses connected
with income producing activities if the income therefrom would not be required
to be either assignable to this state or included in computing the taxpayer’s

taxable net income.

Changes or additions are indicated by underline, deletions by strilkeout.




1085 LAWS of MINNESOTA for 1987 Ch. 268, Art. 1

(b) A net operating loss deduction shall not be allowed.

(¢) The amount deductible on account of losses from sales or exchanges of
capital assets shall not exceed the amount includable on account of gains from
sales or exchanges of capital assets. Fhe deduction for long-term eapital gains

(d) Renegotiation of profits for a prior taxable year under the renegotiation
laws of the United States of America, including renegotiation of the profits with
a subconiractor, shall not enter into the computation.

() Federal income and excess profits taxes shall not be allowed as a deduc-
tion.

Sec. 60. Minnesota Statutes 1986, section 290.0935, subdivision 7, is amended
to read:

Subd. 7. TENTATIVE CARRYBACK ADJUSTMENTS. (a) Application
for adjustment. A texpeyer An individual, estate or trust may file an application
for a tentative carryback adjustment of the tax for the prior taxable year affected
by a loss ef eredit carryback from any taxable year. The application shall be
signed and verified as provided in section 290.37, subdivision 1, and shall be
filed on or after the date of filing of the return for the taxable year from which
the carryback results and within a period of 12 months from the end of such
taxable year (or with respeet to any portion of a eredit earryback from a taxable
year attributable to a loss earryback from & subsequent taxable yeas; the appliea-
tion shell be filed within & period of 12 menths from the end of the subsequent
taxable yeas), in the manner and form required by rules prescribed by the
commissioner. The application shall set forth in such detail and with such
supporting data and explanation as such rules shall require:

(1) the amount of the loss er eredit;

(2) the amount of the tax previously determined for the prior taxable year
affected by such carryback;

(3) the amount of decrease in such tax, attributable to such carryback, such

decrease being determined by applying the carryback in the manner provided by
law to the items on the basis of which such tax was determined;

(4) the unpaid amount of such tax;

(5) such other information for purposes of carrying out the provisions of
this subdivision as may be required by such rules.

An application under this subdivision shall not constitute a claim for refund
until 90 days from the date on which the application was filed, at which time it .
will become a claim for refund under the provisions of section 290.50.

(b) Allowance of adjustments. Within a period of 90 days from the date on
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which an application for 4 tentative carryback adjustment is filed under (a), or
from the last day of the month in which falls the last date prescribed by law
(including any extension of time granted the taxpayer) for filing the return for
the taxable year from which such carryback results, whichever is the later, the
commissioner shall make, to the extent the commissioner deems practicable in
such period a limited examination of the application, to discover omissions and
errors of computation therein, and shall determine the amount of the decrease
in the tax attributable to such carryback upon the basis of the application and
the examination, except that the commissioner may disallow, without further
action, any application on finding that it contains errors of computation which
the commissioner deems cannot be corrected by the commissioner within such
90-day period or material omissions. Such decrease shall be applied against any
unpaid amount of tax decreased and any remainder shall, within such 90-day
period, be either credited against any tax or installment thereof then due from
the taxpayer, or refunded to the taxpayer.

(c) The provisions of this subdivision shall apply to net operating loss
carrybacks as provided in subdivision 3 e¢ 11; capital loss carrybacks as provid-
ed in section 298-16; subdivision 6: research eredit earrybaels a5 provided in
seetion 200:068; subdivisien 3 290.01, subdivisions 19, 19a, and 19b; and to any
other carrybacks which may be provided in this chapter.

Sec. 61. Minnesota Statutes 1986, section 290.095, subdivision 9, is amended
to read:

Subd. 9. SPECIAL PERIOD OF LIMITATION WITH RESPECT TO
NET OPERATING LOSS CARRYBACKS. For the purposes of sections 290.46
and 290.50 if the claim for refund relates to an overpayment attributable to a
net operating loss carryback under this section er as the result in the ease of an
individual of an adjustment of “federal ndjusted gross income? beeause of the
earryback under section 172 of the Internal Revenue Code of 1954; as amended
through December 345 1985, in lieu of the period of limitation prescribed in
sections 290.46 and 290.50, the period shall be that period which ends with the
expiration of the 15th day of the 46th month (er the 45th menth; in the ease of
& corporatien) following the end of the taxable year of the net operating loss
which results in such carryback er adjustment of “federnl adjusted gross income,2
plus any extension of time granted for filing the return, but only if the return
was filed within the extended time. During this extended period, for taxable
years beginning before January 1, 1985, married individuals who elected to file
separate returns or a combined return may change their election and file a joint

return.

Sec. 62. Minnesota Statutes 1986, section 290.095, subdivision 11, is
amended to read:

Subd. 11. CARRYBACK OR CARRYOVER ADJUSTMENTS. (a) For
individuals the amount of a net operating loss that may be earried baek of
earried over shall be the same dolar amount alowable in the determination of
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federal adjusted gress income: For, estates and trusts the amount of a net
operating loss that may be carried back or carried over shall be the same dollar
amount allowable in the determination of federal taxable income:

(), provided that, potwithstanding any other provision, estates g_ng.l trusts
must apply the following adjustments to the amount of the net operating loss
that may be carried back or carried over must be made for:

(1) Nonassignable income or losses for estates and trusts as required by
section 290.17; subdivision 2.

(2) Adjustments to the determinntion of federal adjusted gross income that
must be made beeause of changes in the Internal Revenue Code that have net
yet been adopted by the lepislature by updating the referenee to the Internal
Revenue Code contnined in seetion 290:684; subdivision 20;

3) Gains or losses which result from the sale or other dispesition of propes-
+y having & higher adjusted basis for Minnesotn income tax purpeses than for
federal income tax purposes subjeet to the limitations eontained in seetion

) Interest; taxes; and other expenses Deductions not allewed allocable to
Minnesota under section 296-10; elause (9); for estates and trusts 290.17.

@%emedtﬁea%mfefaeeebfa%edeeﬁfeeeveﬁrsyﬁemdepfeem&eaas
provided in seetion 290:04; subdivision 20

fe)h) (b) The net operating loss carryback or carryover applied as a deduc-
tion in the taxable year to which the net operating loss is carried back or carried
over shall be equal to the net operating loss carryback or carryover applied in
the taxable year in arriving at federal adjusted gross ineome (or federal taxable
income fer provided that trusts and estates) subjeet to must apply the following
modifications centained in clause (b) and to the following medifieations:

€A) (1) Increase the amount of carryback or carryover applied in the taxable
year by the amount of losses and interest, taxes and other expenses not assigna-
ble or allowable to Minnesota incurred in the taxable year.

B} (2) Decrease the amount of carryback or carryover applied in the taxable

year by the amount of income not assignable to Minnesota earned in the taxable
year.

) A taxpayer who is not a resident of Minnesota during any part of the
taxable year and whe has ne income assignable to Minnesota during the taxable
year shall apply no net operating loss earrybaek or earryover in the taxable year:

2) Fhe provisions of seetion 172(b) of the Internal Revenue Code of 1054
a8 amended through December 34; 1985 (relating to earrybaeks and earryovers)
shallt appty: For estates and trusts, the net operating loss carryback or carryover
to the next consecutive taxable year shall be the net operating loss carryback or
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carryover as calculated in clause €)1 (b) less the amount applied in the earlier
taxable year(s). No additional net operating loss carryback or carryover shall be
allowed to estates and trusts if the entire amount has been used to offset Minne-
sota income in a year earlier than was possible on the federal return. However,
if a net operating loss carryback or carryover that was allowed to offset federal
income in a year earlier than was possible on the Minnesota return, an estate or
trust shall still be allowed to offset Minnesota income but only if the loss was
assignable to Minnesota in the year the loss occurred.

) A net operating loss shall be allowed to be earried back or earried

forward only to the extent that loss was assignable to Minnesota in the year the
loss eccurred or in the year to which the loss was earried ever; whichever would
allow meore of the loss to be allowed for Minnesota purpeses:

Sec. 63. Minnesota ‘Statutes 1986, section 290.10, is amended to read:

290.10 NONDEDUCTIBLE ITEMS.

Notwithstanding any other provision of law, in computing the net income
of a corporation no deduction shall in any case be allowed for:

€ persensal; Hving or family expenses;

) amounts paid eut for new buildings er for permanent improvements or
be%wfmeﬂfsmadefemefease%heva}ueefaﬁyprepeﬁyefesm{&e*eemaﬁ
otherwise provided in this chapters

@&meaﬂ%se*peﬁéedmfesteﬂﬁgpfepeﬁyefmmalaﬂggeeéfhee*h&us-
tion thereof for which an allowance i3 or has been made;
axpayer or of any other person:

€5) the shrinlage in value; due to the lapse of time; of & life or terminable
interest of any kind in property acgquired by gift; devise; bequest or inheritanee;

€6) Josses from: sales or exchanges of propesty; dircetly or indireetly; between
persons as defined and as provided in seetion 267 of the Internal Revenué Code;

290-09; subdivision Z; fe}a&ng%ee*pemesmeﬁffedefuﬂéefseeﬁeﬂ%
subdivision 3; fe}a&ng%emtefes%aeemedaspfeﬁdedmseeﬁeﬂ%@ef%he
%ﬂ%efna’:Reveﬁﬁeéeée-

Aet and the federal Soeial Seeurity Aet: {b) Payments to Minnesota of foderal
public employee retirement funds; (e) 60 percent of the amount of taxes impesed
on self-employment income under section 1481 of the Internal Revenue Code:
allowed for selfemployment taxes where the taxpayer elaimed a deduetion for
those taxes under seetion 164(H of the Internal Revenue Ceode;
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9) expenses, interest and taxes connected with or allocable against the
production or receipt of all income not included in the measure of tl'le tax
imposed by this chapter, except that for persens corporations engaged in the
business of mining or producing iron ore, the mining of which is subject to the
occupation tax imposed by section 298.01, subdivision 1, this shall not prevent
& subtraction to the extent allowed under section 290:01; subdivision 20b; elause
{0)bY; or the deduction by & eorperate taxpayer of expenses and other items to
the extent that the expenses and other items are allowable under seetion 296:09
this chapter and are not deductible, capitalizable, retainable in basis, or taken
into account by allowance or otherwise in computing the occupation tax and do
not exceed the amounts taken for federal income tax purposes for that year.

Occupation taxes imposed under chapter 298, royalty taxes imposed under chap-
ter 299, or depletion expenses may not be deducted under this clause;

€10) in situations where this chapter provides for a subtraction from gress
income of a speeifie dollar amount of an item of income assignable to this state;
and within the measure of the tax imposed by this chapter; that pertion of the
expenses attributable to earning such income; shall not be deductible in eomput-
ing net income;

1) amounts paid or acerued for sueh taxes and earrying charges as; under
roles preseribed by the eommissioner; are chargeable to eapital account with
respeet to property; if the taxpayer eleets; in aceordance with sueh rules; to treat
sueh taxes of eharpes as so chargeable;

{2) ne deduetion or eredit shall be allowed for any amount paid or incurred
during the taxable year in earrying on any trade or business if the trade er
traffieldng in controlled substaneces Gwithin the meaning of schedule I and H of
the federal Controlled Substances Aet) which is prohibited by foderal law or the
law of Minnesota.

For purposes of this seetion; reference to the Internal Revenue Code menns
the Internal Revenue Code of 1954; as amended through December 31; 1985,

Sec. 64. Minnesota Statutes 1986, section 290.12, subdivision 2, is amended
to read:

Subd. 2. ADJUSTMENTS. For taxable years beginning before January 1,
1987, in computing the amount of gain or loss under subdivision 1 the basis of
the property is its adjusted basis for federal income tax purposes, except as
otherwise provided in this chapter. In addition to other adjustments provided
in this chapter, the adjusted basis of property for federal income tax purposes
shall be increased by the amount of accelerated cost recovery system deprecia-
tion which was allowed for federal income tax purposes but not allowed for
Minnesota income tax purposes under Minnesota Statutes 1986, section 290.01,
subdivision 20f or 290.09, subdivision 7, paragraph (A)(c). The basis shall be
diminished by the allowance for amortization of bond premium if an election to
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amortize was made in accordance with Minnesota Statutes 1986, section 290.09,
subdivision 13, which could, during the period of the taxpayer’s ownership
thereof, have been deducted by the taxpayer under this chapter in respect of
such property. In addition, if the property was acquired before January 1, 1933,
the basis, if other than the fair market value as of such date, shall be diminished
by the amount of exhaustion, wear and tear, obsolescence, amortization, or
depletion actually sustained before such date. In respect of any period since
December 31, 1932, during which property was held by a person or an organiza-
tion not subject to income taxation under this chapter, the basis of the property
is its adjusted basis for federal income tax purposes, except as otherwise provid-

ed in this chapter.

Sec. 65. Minnesota Statutes 1986, section 290.131, subdivision 1, is amended
to read:

Subdivision 1. DISTRIBUTIONS OF PROPERTY. For taxable years begin-
ning before January 1, 1987, the effects on recipients of a distribution by a
corporation shall be governed by the provisions of sections 301 to 307 of the
Internal Revenue Code of 1954 1986, as amended through December 31, 3985
1986. However, in section 301(c)(3)(B) the date January 1, 1933 shall be substi-
tuted for March 1, 1913 when determining the amount of a distribution that is

not taxable.

Sec. 66. Minnesota Statutes 1986, section 290.132, subdivision 1, is amended
to read:

Subdivision 1. TAXABILITY OF CORPORATION ON DISTRIBUTION.
For taxable years beginning before January 1, 1987, no gain or loss shall be
recognized to a corporation on the distribution, with respect to its stock as
provided in section 311 of the Internal Revenue Code of 1354 1986, as amended

through December 31, 1985 1986.

The effect on earnings and profits shall be determined according to the
provisions of section 312 of the Internal Revenue Code of +954 1986, as amended
through December 31, 1985 1986. However, when determining earnings and
profits in section 312(f) and (g), the date December 31, 1932 shall be substituted
for February 28, 1913, and January 1, 1933 shall be substituted for March 1,

1913.

Sec. 67. Minnesota Statutes 1986, section 290.133, subdivision 1, is amended
to read:

Subdivision 1. DIVIDEND DEFINED. For taxable years beginning before
January 1, 1987, for purposes of this chapter, the definitions provided in sec-
tions 316 to 318 of the Internal Revenue Code of 4954 1986, as amended
through December 31, 985 1986, shall apply. However, in section 316 (a)(1),
“December 31, 1932” shall be substituted for “February 28, 1913” when deter-

mining dividends.
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Sec. 68. Minnesota Statutes 1986 section 290.134, subdivision 1, is amended
to read:

Subdivision 1. GAIN OR LOSS TO SHAREHOLDERS IN CORPO-
RATE LIQUIDATIONS. For taxable years beginning before January 1, 1987,
the effects on recipients of corporate liquidations shall be governed by the
provisions of sections 331 to 334 of the Internal Revenue Code of 1954 1986, as
amended through December 31, 4985 1986. However, in section 333(f)(2), the
date December 31, 1932, shall be substituted for February 28, 1913 when deter-
mining accumulated earnings and profits.

Sec. 69. Minnesota Statutes 1986, section 290.1335, subdivision 1, is amended
to read:

Subdivision 1. GENERAL RULE. For taxable years beginning before Janu-
ary 1, 1987, gain or loss shall be recognized to a corporation on the distribution
of property in complete liquidation or on any distribution or sale of an interest
in a partnership as provided in sections 336 to 346 and 386 of the Internal
Revenue Code of +954 1986, as amended through December 31, 4985 1986.

Sec. 70. Minnesota Statutes 1986, section 290.136, subdivision 1, is amended
to read:

Subdivision . TRANSFER TO CORPORATION CONTROLLED BY
TRANSFEROR., For taxable years beginning before January 1, 1987, the provi-
sions of sections 351 to 368 of the Internal Revenue Code of 4954 1986, as
amended through December 31, 1985 1986, shall apply to corporate organiza-
tions and reorganizations. However, in section 362, the phrase “acquired in a
taxable year beginning after December 31, 1956 shall be substituted for “ac-

quired on or after June 22, 1954” when determining the property to which this
section applies.

Sec. 71. Minnesota Statutes 1986, section 290.138, subdivision 3, is amended
to read:

Subd. 3. CARRYOVERS IN CERTAIN CORPORATE ACQUISITIONS.
The provisions of sections 381 and 382 of the Internal Revenue Code of 1954
1986, as amended through December 31, $985 1986, shall apply to carryovers in

certain corporate acquisitions and spe01al limitations on net operating loss car-
Iyovers.

Sec. 72. Minnesota Statutes 1986, section 290.14, is amended to read:
290.14 GAIN OR LOSS ON DISPOSITION OF PROPERTY, BASIS.

For taxable years beginning before January 1, 1987, except as-otherwise
prov1ded in this chapter, the basis for determmmg the gain or loss from the sale
or other disposition of property acquired on or after January 1, 1933, shall be its
adjusted basis for federal income tax purposes, with the following exceptions:
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(1) Corporations, partnerships, or individuals subject to the occupation tax
under chapter 298, shall use the occupation tax basis;

(2) The basis of property subject to the provisions of section 1034 of the
Internal Revenue Code of 1954, as amended through December 31, 1985 (relat-
ing to the rollover of gain on sale of principal residence) shall be increased by
the amount of gain realized on the sale of a principal residence outside of
Minnesota, while a nonresident of this state, which gain was not recognized
because of the provisions of section 1034,

Sec. 73. Minnesota Statutes 1986, section 290.17, is amended to read:

Subdivision 1. INCOME OF RESIDENT INDPADUALS SCOPE OF
ALLOCATION RULES. Fhe gross income of individuals shall be their gross
ineeme as defined in seetion 290-01; subdivisien 20 (a) The income of resident
individuals is not subject to allocation outside this state. The allocation rules
apply to nonresident individuals, estates, trusts, nonresident partners of partner-
ships, nonresident shareholders of corporations having a valid election in effect
under section 1362 of the Internal Revenue Code of 1986, as amended through

If a partnership or corporation would pot otherwise be subject to the allocation
rules, but conducts a trade or business that is part of a unitary business involv-
ing another legal entity that is subject to the allocation rules, the partnership or
corporation is subject to the allocation rules.

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

Subd: 1o -SUBSEQUENT ADJUSTMENT. When @ loss has been reduced
by the amount of tax preferenece items pursuant to Minnesota Statutes 1983
Supplement; seetion 29617, subdivision 1; and the taxpayer subseqiently sells
or otherwise dispeses of an asset in relation o which arose an item of tax
preferenece which eaused the reduction of the loss; the taxpayer may inerease the
basis of the asset by the amount of the iax preferenee Hem that was used te
reduee the lfoss: H the asset is a depletable asset; the taxpayer may elest to se
inerease its basis upon dispesition or to reduce the amount of otherwise taxable
subseguently produced by that asset by the amount of the tax preference
tem:

Subd. 2. OFHER FAXPAYERS INCOME NOT DERIVED FROM CON-
DUCT OF A TRADE OR BUSINESS. In the ease of an individual whe is net
& full-year resident; this subdivision applies to determine what income is assign-
able to Minnesota for purpeses of determining the aumerator of the fraction
the provisions of subdivision & #ems of gross income shall be assisned to this
state or other states or eouniries in aceordanee with the following prineiples:
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G)(a)%eeﬁﬁmmeemeefaﬁfemdea%eféemesﬂemepayefsﬁemeempeﬂ-
saﬁenfeﬂaberefﬁefseﬂa}semee&ef&emabusmesseemaﬂgﬁﬂae&pﬂyef
the performance of personal or professional serviees; shall be assigned to
this state; and the income of nonresident taxpayers from such sourees shall be
assigned to this state if; and to the extent that; the labor or serviees are per-
formed within it: ol other income from sueh sourees shall be treated as ineeme

The income of a taxpayer subject to the allocation rules that is not derived

from the conduct of a trade or business must be assigned in accordance with

paragragh (a) to (f):

(a)(1) Subject to paragraphs (a)(2) and (a)(3), income from labor or personal
or professional services is assigned to this state if and to the extent that, the

treated as income > from sources w1thout this state.

) (2) In the case of an individual who is a nonresident of Minnesota and
who is an athlete or entertainer, income from compensation for labor or person-

al services performed within this state shall be determined in the following
manners;

(i) The amount of income to be assigned to Minnesota for an individual
who is a nonresident salaried athletic team employee shall be determined by
using a fraction in which the denominator contains the total number of days in
which the individual is under a duty to perform for the employer, and the
numerator is the total number of those days spent in Minnesota: In erder to
eliminate the need to file state or provineisl income tax returns in several states
of provinees; Minnesote will exclude from income any income assipned to Min-
nesotn under the previsions of this elause for a nenresident athlete who is
employed by en athletie team whese eperations are not based in this state and
for & ﬂeﬁfes&éen% salaried entertainer who is employed by an en’eemtmmen%

similar income exclusion: If the state or provinee in whieh the athletio team’s oF
or previnee has & similer ineome exelusion: As used in the preceding sentence;
the term “provinee? means & provinee of Canadas; and

(ii) The amount of income to be assigned to Minnesota for an individual
who is a nonresident, and who is an athlete or entertainer not listed in clause (i),
for that person’s athletic or entertainment performance in Minnesota shall be

determined by assigning to this state all income from performances or athletic
contests in this state.

2) Income from the eperation of a farm shall be assigned to this state if the
farm iy loented within this state and to ether states enly if the farm is net
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property not employed in the business of the recipient of sueh income or gains;
and from tangible property employed in the business of sueh reeipient if such
business consists principally of the holding of such property and the eoleetion of
the income and gains therefrom; shall be assigned to this state if sueh property
has & situs within i; and to other states only if it has no situs in this state-
Income or gains from intangible personsl property net employed in the business
of the recipient of such income or gains; and from intangible personal property
emploved in the business of such reeipient if sueh business eonsists prineipally
of the holding of such property and the eolleetion of the income and gains
therefrom; wherever held; whether in trust; or otherwise; shall be assigned to this
state if the recipient thereof is domioiled within this state or is a resident trust or
estater

3) Income derived from earrying on a trade or business; including in the
ense of & business ewned by natural persons the income imputable to the ewner
for the owners serviees and the use of the ewner’s property therein; shall be
assigned to this state if the trade or business is conduected whelly within
provigsion shall not apply to business income subjeet to the provisions of elause
&

4) Vhen & trade or business is earried on partly within and partly without
ineome from intengible property emploved in such business and ineluding; in
the ease of a business owned by natural persens; the ineome imputable to the
owner for the ownerls serviees and the use of the owner’s property therein; shall
be governed; exeept as otherwise provided in seetions 29035 and 200:36; by the
provisions of section 200-19; notwithstanding any provisions of this subdivisien
to the contrary: This shall not apply to business inceme subjeet to the provi-
siens of elause {1); nor shall it apply to income from the operation of e farm
which is subjeet to the provisions of elause (2): For the purpeses of this elause;
& trade or business located in Minnesota is earried on partly within and partly
without this state if tangible personal property is sold by such trade or business
and delivered or shipped to a purchaser located outside the state of Minnesota:

H the trade or business carried on whelly er pastly in Minnesota is part of
& unitery business; the entire income of that unitary business shall be subjeet to
apportionment under seeton 29019 exeept for business inecome subjeet to the
pfemmﬁsefe}&use%aﬂdfafmmeemesabjeeﬁefhepfemeﬂsefe}aﬁsee%
afeefmu%u&lbeaeﬁbéependeﬂiupeﬁ—efeeﬁ%ﬂbu%eﬁteeﬂeaﬂe%hefmdiﬁdu-

" dence a nopunitary business: Unity of ownership will not be deemed to exist
when o corperation is invelved unless that corporation is & member of a group
of twe or mere corperations more than 50 perecent of the veting stock of each
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member of the group iv direetly or indireetly ovned by & common owner of by
eommon ownery; either corporate or noneorporaie; or by one or more of the
mepaber corperations of the group:

The entire income of o unitary business shall be subjeet to apportionment as
provided in seetion 290-19: MNone of the income of a unitary business shall be
eonsidered as derived from any partieular souree and none shall be allocated to
any partieular place exeept as provided by the applieable apportionment formu-
la-

In determining whether or not intangible property is employed in & unitary
business carried on partly within and partly svithout this state so that inceme
derived therefrom is subjeet to apportionment under seetion 29019 the follow-

¢a) Intangible property is empleyed in & business if the business entity
ewning intangible property holds it as a means of furthering the business opesa-
tion of which & part is Joeated within the territorial confines of this state:

) Where e business operation eenducted in Minneseta; i5 owned by &
business entity which earries on business aectivity outside of the state difforent in
leind from that conducted within this state; and such other business is conducted
entirely outside the state; it will be presumed that the twe business eperations
be shown to the contrary:

€5) For purpeses of this section; ameunts received by a nonresident from
the United States; its ageneies or instrumentalities; the Federa} Reserve Bank;
%hes%a%eefhﬁﬂﬂese%&ef&nyefﬁspehmﬁefgevemmema}subdﬁ%mera
Mmﬁesetevelameefﬁfeﬂghtefs-fehefasseemﬂeﬂ-bywayefpaymeﬂtaﬁe
WWWWM%WWW%%&
fetiroment or surviver’s benefit made from & plan qualifying under seetion 401;
%M%&m@émmm%ef%aﬁm
thfeughEeeembef%%afeﬂeteeﬂstdefedmeemedeﬂved&emeafmng

eﬁamdeefbasmessefﬁempeffefmmgpefsena%erpfefessma}semeesm
Minnesota; and are not taxable under this chapter

6) Alt other items of gross income shall be assigned to the taxpayess

(3) For purposes of this section, amounts received by a nonresident from
the United States, its agencies or instrumentalities, the Federal Reserve Bank,
th_e state of Minnesota or any of of i its political or governmental subdivisions, or a
Minnesota volunteer firefighters’ relief association, by way of payment as a
pension, public employee retirement benefit, or any combination of these, or as
a retirement or survivor’s benefit made from a plan qualifying under section
_{1_(_)_1_t 403, f&& or 409, or as defined in section 403(b) or 457 of the Internal

ered income derived from carrying on a trade or busmess or from performmg
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chapter.

(b) Income or gains from tangible property located in this state that is not

assigned to this state.

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

original cost of partnership tangible property everywhere, determined at the
time of the sale. If more than 50 percent of the value of the partnership’s assets

consists of intangibles, gain or loss from the sale of the partnership interest is

its first full tax period immediately preceding the tax period of the partnership

during which the partnership interest was sold.

(d) Income from the operation of a farm shall be assigned to this state if the

farm is located within this state and to other states only if the farm is not
located in this state. )

(e) Income from winnings on Minnesota pari-mutuel betting tickets shall be

assigned to this state.

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

taxpayer’s domicile.

Subd. 3. TRADE OR BUSINESS INCOME; GENERAL RULE. Income

trade or business is conducted wholly within this state, assigned outside this

state if conducted wholly without this state and apportioned between this state
and other states and countries under this subdivision if conducted partly within
and partly without this state. For purposes of determining whether a trade or
business is carried on exclusively within or without this state:

(a) A trade or business physically located exclusively within this state is
nevertheless carried on partly within and partly without this state if any of the
principles set forth in section 290.191 for the allocation of sales or receipts
within or without this state when applied to the taxpayer’s situation result in the
allocation of any sales or receipts without this state.

(b) A trade or business physically located exclusively without this state is
nevertheless carried on partly within and partly without this state if any of the
principles set forth in section 290.191 for the allocation of sales or receipts
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within or without this state when applied to the taxpayer’s situation result in the
allocation of any sales or receipts without this state. The jurisdiction to tax such

a business under this chapter must be determined in accordance with sections
290.014 and 290.015.

Subd. 4. UNITARY BUSINESS PRINCIPLE, (a) If a trade or business
conducted wholly within this state or partly within and partly without this state
is part of a unitary business, the entire income of the unitary business is subject
to apportionment pursuant to section 290.191. Notwithstanding subdivision 2,
paragraph (c), none of the income of a unitary business is considered to be
derived from any particular source and none may be allocated to a particular
place except as provided by the applicable apportionment formula. The provi-
sions of this subdivision do not apply to farm income subject to subdivision 5,
paragraph (a), business income subject to subdivision 5, paragraph (b) or (c),
income of an insurance company determined under section 290.35, or income of
an investment company determined under section 290.36.

(b) The term “unitary business” means business activities or operations
which are of mutual benefit, dependent upon, or contributory to one another,
individually or as a group. The term may be applied within a single legal entity
or between multiple entities and without regard to whether each entity is
a corporation, a partnership or a trust,

(c) Unity is presumed whenever there is unity of ownership, operation, and
use, evidenced by centralized management or executive force, centralized pur-
chasing, advertising, accounting, or other controlled interaction, but the absence

of these centralized activities will not necessarily evidence a nonunitary busi-
ness.

(d) Where a business operation conducted in Minnesota is owned by a
business entity that carries on business activity outside the state different in kind
from that conducted within this state, and the other business is conducted
entirely outside the state, it is presumed that the two business operations are
unitary in nature, interrelated, connected, and interdependent unless it can be
shown to the contrary, :

(¢) Unity of ownership is not deemed to exist when a corporation is involved
unless that corporation is a member of a group of two or more business entities
and more than 50 percent of the voting stock of each member of the group is

directly or indirectly owned by a common owner or by common owners, either

corporate or noncorporate, or by one or more of the member corporations of the
group.

(f) For purposes of determining the net income of a unitary business and the
factors to be used in the apportionment of net income pursuant to section
290.191 or 290.20, there must be included only the income and apportionment
factors of corporations or other entities created or organized in the United
States or under the laws of the United States or of any state, the District of
Columbia, the commonwealth of Puerto Rico, any possession of the United
States, or any political subdivision of any the foregoing and of any FSC as
defined in section 922 of the Internal Revenue Code of 1986, as amended

through December 31, 1986, that are determined to be part of the unitary

business pursuant to this subdivision, notwithstanding that other corporations
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or other entities organized in foreign countries might be included in the unitary
business.

(g) Each corporation or other entity that is part of a unitary business must

intercompany transactions between entities included pursuant to paragraph (f)
must be eliminated and the entire pet income of the unitary business deter-
mined in accordance with this subdivision is apportioned among the entities by
using each entity’s Minnesota factors for apportionment purposes in the numer-
ators of the apportionment formula and the total factors for apportionment
purposes of all entities included pursuant to paragraph (f) in the denominators

of the apportionment formula.

Subd. 5. SPECIAL RULES. Notwithstanding subdivisions 3 and 4, all
income from the operation of the following types of businesses must be allocated
as follows:

(a) All income from the operation of a farm is assigned to this state if the
farm is located within this state and no such income is assigned to this state if
the farm is located without this state.

(b) Income from a trade or business consisting principally of the perform-
ance of personal or professional services is assigned to this state if, and to the
extent that, the services are performed within this state.

receipts, all of the team’s income jis assigned to the state in which the team’s
operation is based.

Subd. 6. NONBUSINESS INCOME. For a trade or business for which
allocation of income within and without this state is required, if the taxpayer
has any income not connected with the trade or business carried on partly
within and partly without this state that income must be allocated under subdi-
vision 2. Intangible property is employed in a trade or business if the owner of
the property holds it as a means of furthering the trade or business.

Sec. 74. Minnesota Statutes 1986, section 290.171, is amended to read:
290.171 ENACTMENT OF MULTISTATE TAX COMPACT.

The “multistate tax compact” is hereby enacted into law to the extent
provided in this section and entered into with all jurisdictions legally joining
therein, in the form substantially as follows:
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Article 1. Purposes.

The purposes of this compact are to:

1. Facilitate proper determination of state and local tax liability of multis-
tate taxpayers, including the equitable apportionment of tax bases and seitle-
ment of apportionment disputes.

2. Promote uniformity or compatibility in significant components of tax
systems.

3. Facilitate taxpayer convenience and compliance in the filing of tax
returns and in other phases of tax administration,

4. Avoid duplicative taxation,

.Article II. Definitions.

As used in this compact:

1. “State” means a state of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, or any territory or possession of the United
States,

2. “Subdivision” means any governmental unit or special district of a state.

3. “Taxpayer” means any corporation, partnership, firm, association, gov-

ernmental unit or agency or person acting as a business entity in more than one
state.

4, “Income tax” means a tax imposed on or measured by net income
including any tax imposed on or measured by an amount arrived at by deduct-
ing expenses from gross income, one or more forms of which expenses are not
specifically and directly related to particular transactions.

5. “Capital stock tax” means a tax measured in any way by the capital of a
corporation considered in its entirety.

6. “Gross receipts tax” means a tax, other than a sales tax, which is
imposed on or measured by the gross volume of business, in terms of gross
receipts or in other terms, and in the determination of which no deduction is
allowed which would constitute the tax an income tax.

7. “Sales tax” means a tax imposed with respect to the transfer for a
consideration of ownership, possession or custody of tangible personal property
or the rendering of services measured by the price of the tangible personal
property transferred or services rendered and which is required by state or local
law to be separately stated from the sales price by the seller, or which is custom-
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arily separately stated from the sales price, but does not include a tax imposed
exclusively on the sale of a specifically identified commodity or article or class of

commodities or articles.

8. “Use tax” means a nonrecurring tax, other than a sales tax, which (a) is
imposed on or with respect to the exercise or enjoyment of any right or power
over tangible personal property incident to the ownership, possession or custody
of that property or the leasing of that property from another including any
consumption, keeping, retention, or other use of tangible personal property and

(b) is complementary to a sales tax.

9. “Tax” means an income tax, capital stock tax, gross receipts tax, sales
tax, use tax, and any other tax which has a multistate impact, except that the
provisions of artieles HE F¥ and article V of this compact shall apply only to the
taxes specifically designated therein and the provisions of article BX of this
eompact shall apply only in respeet to determinations pursuant to artiele V.

Asticle HE: Elements of Income Fax Laws:
%epayepr&eﬁ—St-aféeaﬂéLeeaiqla*es-

+ Aﬂ-y%a*payefsabjeet%e&ﬂmeemeta*whesemeemeissabjee%te
apportionment and allocation for tax purpeses pursuant to the laws of a party
state or pursuant to the laws of subdivisions in twe or meore party states may
eleet to apportion and allocate his income in the manner provided by the laws of
sueh state or by the laws of such states and subdivisions without reference to
this compact; or may eleet to apportion and alloeate in aceordanee with article
P, This election for any tax year may be made in all party states or subdivi-
siens thereof or in any one oF more of the party states or subdivisions thereof
without reference to the election made in the others: For the purpeses of this
paragraph; taxes imposed by subdivisions shall be considered separately from
state taxes apd the appertienment and alloeation also meay be applied to the
entire tex base: In no instance wherein artiele TV is employed for all subdivi-
sions of a state may the sum of all appertionments and allocations to subdivi-
sions within a state be greater than the apporitonment and alloeation that would
be assignable to that state if the appertionment or alloeation were being made
with respeet to & state income tax:

Taxpayer Option; Shest Form:

shall provide by law that any taxpaver required to file & return; whese enly
owning or renting real estate or tangible persenal property; and whose dollar
wolume of gross sales made during the tax year within the state or subdivision;
as the ease may be; is not in exeess of $100,000 may elect to repert and pay any
tax due on the basis of a pereentage of such volume; and shall adept rates which
shall preduee & tax which reasonably appreximates the tax otherwise due: The
eommissioner of revenue; after consultation with the Multistate Tax Commis-
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sion; not mere than onee in five years; may adjust the $1006;000 fizure in order

. o refleet such changes as may oecur in the real value of the dellar; and such
adjusted figure; upen adoption by the commissiener; shall replace the $106;000
fipare specifically provided herein: Each party state and subdiviston thereof may
malee%hes&mee}eeﬁenavm{able%emepayefs&démena}te%hesespeetﬁeém
this parageaphs

Coverage:

3: Nething in this article relates to the reporting or payment of any tax
other than an income ta%x:

Atxticle B- Division of Income:

1 Ag used in this artiele; unless the context otherwise requires:

in the regular course of the taxpayerls trade or business; and includes income
from tangible and intangible property if the aequisition; manegement; and dis-
position of the property constitute integral parts of the taxpayerls regular irade
of business eperations:

of business of the taxpayer is direeted or managed:

of remuneration paid to employees for personal serviees:

(d)%&nem}efgaﬂ&aﬁeﬁﬂmeaﬂs&ﬂybaﬂle&uﬁeempaﬂy-emgsb&ak
Mmm%m@mmmmwm
loan asseeiation; eredit union; cooperative banls smeall loan company; sales
mmmm%m%&ﬁme&w

fe) “Nonbusiness income™ means all income other than business ineome:

@@abheuﬁhtyﬂme&nsaﬂybﬁsmessenmye-)whteheﬂmefepemes
&nyplaﬂbeqaipmeﬁ&pfepeﬁy—&aﬂehme-efheemefef%he&aﬂsmﬁmef
communioations; iransportation of goeds or persens; exeept by pipeline; or the
production; transmission; sale; delivery; or furnishing of eleetricity; water or
steam*aﬂdeéwhesef&tesefehafgesfefgeeésefsemmhwebeeﬂeﬁ&bhshed
%W&W&Mﬂ%wmm%mw

{g) “Sales” means all gross receipts of the taxpayer not alloeated under
paragraphs of this article:
() “State” means any stato of the United States; the Distriet of Columbia;

%heGemme&weahhefPueﬁeRtee-&nyte&&efyerﬁessess*eﬂeftheUﬂﬁed
States; and any foreipn eountry or pelitical subdivision thereof

@%ﬁﬂa{eﬂmeaﬂsthesmtemwhiehthefelevaﬂtm*fewmisﬁledm—
m%heeeseef&pphea%mnef%h&sa%ﬁeletetheappemeﬂmemaﬂéaﬂee&&eﬂef
meemefeﬂeea{%axﬁufpeses-%hesubdmswnef}eea{%mﬂagdﬁ%ﬁetmwhieh
the relevant tax return is filed:
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2- Any taxpayer having ineome from business activity whieh is taxable both
within and without this state; other than aetivity as e finanecial organization of
publie utility or the rendering of purely personeal services by an individual or any
. ived by & Mi dont individuel of § from the
tion of a farm; shall alleeate and appertion his net inceme as provided in this
article: ¥ a taxpayer has income from business aetivity as a publie utility but
article; the taxpayer may eleet to alloeate and appertion his entire net ineome a8

3. For purposes of alloeation and appertionment of income under this
article; & taxpayer i taxable in another state if (1) in that state he is subjectto a
net income tax; & franchise tax measured by net income; o franchise tax for the
privilege of doing business; or & corperate steek tax; or (&) that state has juris-
dieﬁeﬁfesabjeet%hew*payeﬂeaﬂetmeeme%a*fegafélessefwhetheﬁmfae%
the state dees or does rot

4: All business income shall be apportioned to this state by multiplying the
ineome by a fraction; the numerator of which is the property facter plus the
payroll factor plus the sales factor; and the denominator of whieh is three:

5- TFhe property factor is a fraction; the numerator of which is the average
yalue of the taxpayerls real and tengible personal property owned er rented and
used in this state during the tax peried and the denominater of whieh is the

average value of all the taxpayer’s real and tangible personal property owned or

6: Property owned by the taxpayer is valued at its originel eost: Property
rented by the taxpayer is valued at eight times the net annual rentsl rate: Net
annual rental rate 15 the annual rental rate paid by the taxpayer less any anpual
sental rate received by the taxpayer from subrentals:

7 The average vilue of property shall be determined by aversging the
values at the beginning and ending of the tax period but the tax administrater
may require the averaging of monthly values during the tax period if reasonably
reguired to reflect properly the average value of the taxpayer’s property-

&: The payroll factor is a fraction; the numerator of whieh i5 the total
Heﬂ&adfhedeﬂemma{efefwhiehﬁ%he%e%aieempensaﬁeﬁpaideveﬁwhefe
during the tax period:

9: Compensation 18 paid in this state it
(@) The individuaf oo is porh 1 entirely within the :

serviee within the state; of
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(o) Seme of the serviee is performed in the state and (1) the base of opera-
tions ox; if there 5 no base of operations; the place from whieh the serviee is
directed or controlled is in the state; or @) the base of operations o the place
from whieh the serviee is direeted or controlled is not in any stete im which
some part of the serviee is performed; but the individual’s residence i8 in this
stater

10: The sales factor is a fraction; the numerator of which is the tota} sales
of the taxpayer in this state during the tax period; and the denominater of which
is the total sales of the taxpayer everywhere during the tax period:

1 Sales of tangible personal property are in this state ifs

¢a) The property is delivered or shipped to a purchaser; other then the
conditions of the sale: or

(b) The property is shipped from an office; store; warchouse; factory; of
other place of storage in this state and @ the purchaser is the United States
government or (2) the texpayer i3 not taxable in the state of the purchaser:

12: Sales; other than sales of tangible personal property; are in this state i
{a) The income-produeing aetivity is performed in this state: or
(b) The income-predueing aetivity is performed both in and outside this

state and a greater propoertion of the ineome-produeing aetivity is performed in
this state than in any other state; based on costs of performance:

fmﬂyfepfesem%hee)&eﬂ%ef%he%ﬁpaye#sbﬁsmessaeaﬂtymthﬂsme;%he
taxpayer may petition for or the tax administrator may require; in respeet to all
or any part of the taxpayer’s business activity; if reasonable:

{b) The exelusion of any one or mere of the factors;
sent the taxpayer’s business aetivity in this state; or

() TFhe employment of any other method to effeetunte an equitable alloca~
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Article V. Elements of Sales and Use Tax Laws.

Tax Credit.

1. Each purchaser liable for a use tax on tangible personal property shall be
entitled to full credit for the combined amount or amounts of legally imposed
sales or use taxes paid by him with respect to the same property to another state
and any subdivision thereof. The credit shall be applied first against the amount
of any use tax due the state, and any unused portion of the credit shall then be
applied against the amount of any use tax due a subdivision.

2. Whenever a vendor receives and accepts in good faith from a purchaser
a resale or other exemption certificate or other written evidence of exemption
authorized by the appropriate state or subdivision taxing authority, the vendor
shall be relieved of liability for a sales or use tax with respect to the transaction.

Article VI. The Commiission.

Organization and Management.

1. (a) The multistate tax commission is hereby established. It shall be
composed of one “member” from each party state who shall be the head of the
state agency charged with the administration of the types of taxes to which this
compact applies. If there is more than one such agency the state shall provide
by law for the selection of the commission member from the heads of the
relevant agencies. State law may provide that a member of the commission be
represented by an alternate but only if there is on file with the commission
written notification of the designation and identity of the alternate. The attor-
ney general of each party state or his designee, or other counsel if the laws of the
party state specifically provide, shall be entitled to attend the meetings of the
commission, but shall not vote. Such attorneys general, designees, or other
counsel shall receive all notices of meetings required under paragraph 1(¢) of

this article.

(b) Each party state shall provide by law for the selection of representatives
from its subdivisions affected by this compact to consult with the commission

member from that state.

(¢) Each member shall be entitled to one vote. The commission shall not
act unless a majority of the members are present, and no action shall be binding
unless approved by a majority of the total number of members.

(d) The commission shall adopt an official seal to be used as it may provide.

(e) The commission shall hold an annual meeting and such other regular
meetings as its bylaws may provide and such special meetings as its executive
committee may determine. The commission bylaws shall specify the dates of
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the annual and any other regular meetings, and shall provide for the g,iving of
notice of annual, regular and special meetings. Notices of special tr.leetmgs shall
include the reasons therefor and an agenda of the items to be considered.

() The commission shall elect annually, from among its members, a chair-
man, a vice chairman and a treasurer. The commission shall appoint an execu-
tive director who shall serve at its pleasure, and it shall fix his duties and
compensation, The executive director shall be secretary of the commission. The
commission shall make provision for the bonding of such of its officers and -
employees as it may deem appropriate.

(g) Irrespective of the civil service, personnel or other merit system laws of
any party state, the executive director shall appoint or discharge such personnel
as may be necessary for the performance of the functions of the commission and
shall fix their duties and compensation. The commission bylaws shall provide
for personnel policies and programs.

(h) The commission may borrow, accept or contract for the services of
personnel from any state, the United States, or any other governmental entity.

(i) The commission may accept for any of its purposes and functions any
and all donations and grants of money, equipment, supplies, materials and
services, conditional or otherwise, from any governmental entity, and may uti-
lize and dispose of the same.

(i) The commission may establish one or more offices for the transacting of
its business.

(k) The commission shall adopt bylaws for the conduct of its business. The
commission shall publish its bylaws in convenient form, and shall file a copy of
the bylaws and any amendments thereto with the appropriate agency or officer
in each of the party states.

() The commission annually shall make to the governor and legislature of
each party state a report covering its activities for the preceding year. Any
donation or grant accepted by the commission or services borrowed shall be
reported in the annual report of the commission, and shall include the nature,
amount and conditions, if any, of the donation, gift, grant or services borrowed
and the identity of the donor or lender. The commission may make additional
reports as it may deem desirable.

Committees.

2. (a) To assist in the conduct of its business when the full commission is
not meeting, the commission shall have an executive committee of seven mems-
bers, including the chairman, vice chairman, treasurer and four other members
elected annually by the commission. The éxecutive committee, subject to the
provisions of this compact and consistent with the policies of the commission,
shall function as provided in the bylaws of the commission.
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(b) The commission may establish advisory and technical committees, mem-
-bership on which may include private persons and public officials, in furthering
any of its activities. Such committees may consider any matter of concern to
the commission, including problems of special interest to any party state and
problems dealing with particular types of taxes.

(c) The commission may establish such additional committees as its bylaws
may provide.

Powers.

3. In addition to powers conferred elsewhere in this compact, the commis-
sion shall have power to:

(a) Study state and local tax systemé and particular types of state and local
taxes. ’

(b) Develop and recommend proposals for an increase in uniformity or
compatibility of state and local tax laws with a view toward eéncouraging the
simplification and improvement of state and local tax law and administration.

(c) Compile and publish information as in its judgment would assist the
party states in implementation of the compact and taxpayers in complying with

state and local tax laws.

(d) Do all thiﬁgs necessary and incidental to the administration of its func-
tions pursuant to this compact.

Finance.

4. (a) The commission shall submit to the governor or designated officer or
officers of each party state a budget of its estimated expenditures for such period
as may be required by the laws of that state for presentation to the legislature

thereof.

(b) Each of the commission’s budgets of estimated expenditures shall con-
tain specific recommendations of the amounts to be appropriated by each of the
party states. The total amount of appropriations requested under any such
budget shall be apportioned among the party states as follows: one-tenth in equal
shares; and the remainder in proportion to the amount of revenue collected by
each party state and its subdivisions from income taxes, capital stock taxes,
gross receipts taxes, sales and use taxes. In determining such amounts, the
commission shall employ such available public sources. of information as, in its
judgment, present the most equitable and accurate comparisons among the party
states. Each of the commission’s budgets of estimated expenditures and requests
for appropriations shall indicate the sources used in obtaining information employed
in applying the formula contained in this paragraph.

(c) The commission shall not pledge the credit of any party state. The
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commission may meet any of its obligations in whole or in part with funds
available to it under paragraph 1(3i) of this article, provided that the commission
takes specific action setting aside such funds prior to incurring any obligation to
be met in whole or in part in such manner. Except where the commission
makes use of funds available to it under paragraph 1(i), the commission shall
not incur any obligation prior to the allotment of funds by the party states
adequate to meet the same.

(d) The commission shall keep accurate accounts of all receipts and dis-
bursements. The receipts and disbursements of the commission shall be subject
to the audit and accounting procedures established under its bylaws. All receipts
and disbursements of funds handled by the commission shall be audited yearly
by a certified or licensed public accountant and the report of the audit shall be
included in and become part of the annual report of the commission.

(e) The accounts of the commission shall be open at any reasonable time for
inspection by duly constituted officers of the party states and by any persons
authorized by the commission.

(f) Nothing contained in this article shall be construed to prevent commis-
sion compliance with laws relating to audit or inspection of accounts by or on
behalf of any government contributing to the support of the commission.

Article VIL Uniform Regulations and Forms.

1. Whenever any two or more party states, or subdivisions of party states,
have uniform or similar provisions of law relating to an income tax, capital
stock tax, gross receipts tax, sales or use tax, the commission may adopt uniform
regulations for any phase of the administration of such law, including assertion
of jurisdiction to tax, or prescribing uniform tax forms. FThe eommission may
alse aet with respeet to the provisions of article IV of this compaet:

2. Prior to the adoption of any regulation, the commission shall:

(a) As provided in its bylaws, hold at least one public hearing on due notice
to all affected party states and subdivisions thereof and to all taxpayers and
other persons who have made timely request of the commission for advance
notice of its regulation-making proceedings.

(b) Afford all affected party states and subdivisions and interested persons
an opportunity to submit relevant written data and views, which shall be consid-
ered fully by the commission.

3. The commission shall submit any regulations adopted by it to the
appropriate officials of all party states and subdivisions to which they might
apply. Each such state and subdivision shall consider any such regulation for
adoption in accordance with its own laws and procedures.
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Article VIIIL Interstate Audits.

1. Any party state or subdivision thereof desiring to make or participate in
an audit of any accounts, books, papers, records or other documents may request
the commission to perform the audit on its behalf. In responding to the request,
the commission shall have access to and may examine, at any reasonable time,
such accounts, books, papers, records, and other documents and any relevant
property or stock of merchandise. The commission may enter into agreements
with party states or their subdivisions for assistance in performance of the audit.
The commission shall make charges, to be paid by the state or local government
or governments for which it performs the service, for any audits performed by it
in order to reimburse itself for the actual costs incurred in making the audit.

2. The commission may require the attendance of any person within the
state where it is conducting an audit or part thereof at a time and place fixed by
it within such state for the purpose of giving testimony with respect to any
account, book, paper, document, other record, property or stock of merchandise
being examined in connection with the audit. If the person is not within the
jurisdiction, he may be required to attend for such purpose at any time and
place fixed by the commission within the state of which he is a resident, provid-
ed that such state has adopted this article.

3. The commission may apply to any court having power to issue compul-
sory process for orders in aid of its powers and responsibilities pursuant to this
article and any and all such courts shall have jurisdiction to issue such orders.
Failure of any person to obey any such order shall be punishable as contempt of
the issuing court. If the party or subjéct matter on account of which the
commission seeks an order is within the jurisdiction of the court to which
application is made, such application may be to a court in the state or subdivi-
sion on behalf of which the audit is being made or a court in the state in which
the object of the order being sought is situated. The provisions of this paragraph
apply only to courts in a state that has adopted this article.

4. The commission may decline to perform any audit requested if it finds
that its available personnel or other resources are insufficient for the purpose or
that, in the terms requested, the audit is impracticable of satisfactory perform-
ance. If the commission, on the basis of its experience, has reason to believe
that an audit of a particular taxpayer, either at a particular time or on a particu-
lar schedule, would be of interest to a number of party states or their subdivi-
sions, it may offer to make the audit or audits, the offer to be contingent on
sufficient participation therein as determined by the commission.

5. Information obtained by any audit pursuant to this article shall be
confidential and available only for tax purposes to party states, their subdivi-
sions or the United States. Availability of information shall be in accordance
with the laws of the states or subdivisions on whose account the commission
performs the audit, and only through the appropriate agencies or officers of such
states or subdivisions. Nothing in this article shall be construed to require any
taxpayer to keep records for any pe'ri,od not otherwise required by law.
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6. Other arrangements made or authorized pursuant to law for cooperative
audit by or on behalf of the party states or any of their subdivisions are not
superseded or invalidated by this article.

7. In no event shall the commission make any charge against a taxpayer for
an audit.

8. As used in this article, “tax,” in addition to the meaning ascribed to it in
article I, means any tax or license fee imposed in whole or in part for revenue
purposes.

Article IX. Arbitration.

1. Whenever the commission finds a need for settling disputes concerning
apportionments and allocations by arbitration, it may adopt a regulation placing
this article in effect, notwithstanding the provisions of article VII.

2. The commission shall select and maintain an arbitration panel composed
of officers and employees of state and local governments and private persons
who shall be knowledgeable and experienced in matters of tax law and adminis-
tration,

3. Whenever & taxpayer whe has eleeted to employ artiele V5 or whenever
the laws of the party state states or subdivision subdivisions thereof are substan-
tially identical with the relevant provisions of artiele ¥V this chapter, the tax-
payer, by written notice to the commission and to each party state or subdivision
thereof that would be affected, may secure arbitration of an apportionment or
allocation, if he is dissatisfied with the final administrative determination of the
tax agency of the state or subdivision with respect thereto on the ground that it
would subject him to double or multiple taxation by two or more party states or
subdivisions thereof. Each party state and subdivision thereof hereby consents
to the arbitration as provided herein, and agrees to be bound thereby.

4. The arbitration board shall be composed of one person selected by the
taxpayer, on¢ by the agency or agencies involved, and one member of the
commission’s arbitration panel. If the agencies involved are unable to agree on
the person to be selected by them, such person shall be selected by lot from the
total membership of the arbitration panel. The two persons selected for the
board in the manner provided by the foregoing provisions of this paragraph
shall jointly select the third member of the board. If they are unable to agree on
the selection, the third member shall be selected by lot from among the total
membership of the arbitration panel. No member of a board selected by lot
shall be qualified to serve if he is an officer or employee or is otherwise affiliated
with any party to the arbitration proceeding. Residence within the jurisdiction
of a party to the arbitration proceeding shall not constitute affiliation within the
meaning of this paragraph.

Changes or additions are indicated by underline, deletions by strilceout.




Ch. 268, Art. 1 LAWS of MINNESOTA for 1987 1110

5. The board may sit in any state or subdivision party to the proceeding, in
the state of the taxpayer’s incorporation, residence or domicile, in any state
where the taxpayer does business, or in any place that it finds most appropriate
for gaining access to evidence relevant to the matter before it.

6. The board shall give due notice of the times and places of its hearings.
The parties shall be entitled to be heard, to present evidence, and to examine
and cross-examine witnesses. The board shall act by majority vote.

7. The board shall have power to administer oaths, take testimony, subpoe-
na and require the attendance of witnesses and the production of accounts,
books, papers, records, and other documents, and issue commissions to take
testimony. Subpoenas may be signed by any member of the board. In case of
failure to obey a subpoena, and upon application by the board, any judge of a
court of competent jurisdiction of the state in which the board is sitting or in
which the person to whom the subpoéna is directéd may be found may make an
order requiring compliance with the subpoena, and the court may punish failure
to obey the order as a contempt. The provisions of this paragraph apply only in
states that have adopted this article.

8. Unless the parties otherwise agree the expenses and other costs of the
arbitration shall be assessed and allocated among the parties by the board in
such manner as it may determine. The commission shall fix a schedule of
compensation for members of arbitration boards and of other allowable expenses
and costs. No officer or employee of a state or local government who serves as
a member of a board shall be entitled to compensation therefor unless he is
required on account of his service to forego the regular compensation attaching
to his public employment, but any such board member shall be entitled to

expenses.

9. The board shall determine the disputed apportionment or allocation and
any matters necessary thereto. The determinations of the board shall be final for
purposes of making the apportionment or allocation, but for no other purpose.

10. The board shall file with the commission and with each tax agency
represented in the proceeding: the determination of the board; the board’s
written statement of its reasons therefor; the record of the board’s proceedings;
and any other documents required by the arbitration rules of the commission to

be filed.

11. The commission shall publish the determinations of boards together
with the statements of the reasons therefor,

12. The commission shall adopt and publish rules of procedure and prac-
tice and shall file a copy of such rules and of any amendment thereto with the
appropriate agency or officer in each of the party states.

13. Nothing contained herein shall prevent at any time a written compro-
mise of any matter or matiers in dispute, if otherwise lawful, by the parties to

the arbitration proceedings.

Changes or additions are indicated by underline, deletions by strikeout.




Ch. 268, Art. 1

LAWS of MINNESOTA for 1987
Article X. Entry Into Force and Withdrawal.
1. ‘This compact shall become effective as to any other state upon its

enactment. The commission shall arrange for notification of all party states
whenever there is a new enactment of the compact.

2. Any party state may withdraw from this compact by enacting a statute
repealing the same. No withdrawal shall affect any liability already incurred by
or chargeable to a party state prior to the time of such withdrawal.

3. No proceeding commenced before an arbitration board prior to the
withdrawal of a state and to which the withdrawing state or any subdivision
thereof is a party shall be discontinued or terminated by the withdrawal, nor
shall the board thereby lose jurisdiction over any of the parties to the proceeding
necessary to make a binding determination therein.

Article XI. Effect on Other Laws and Jurisdictions.

Nothing in this compact shall be construed to:

(a) Affect the power of any state or subdivision thereof to fix rates of
taxation; exeept that & party state shall be obligated to implement artiele TH 2 of
this eompast,

(b) Apply to any tax or fixed fee imposed for the registration of a motor
vehicle or any tax on motor fuel, other than a sales tax, provided that the
definition of “tax” in article VIII 9 may apply for the purposes of that article

and the dommission’s powers of study and recommendation pursuant to article
VI 3 may apply.

(c) Withdraw or limit the jurisdiction of any state or local court or adminis-
trative officer or body with respect to any person, corporation or other entity or
subject matter, except to the extent that such jurisdiction is expressly conferred
by or pursuant to this compact upon another agency or body.

(d) Supersede or limit the jurisdiction of any court of the United States.
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Article XII. Construction and Severability.

This compact shall be liberally construed so as to effectuate the purposes
thereof. The provisions of this compact shall be severable and if any phrase,
clause, sentence, or provision of this compact is declared to be contrary to the
constitution of any state or of the United States or the applicability thereof to
any government, agency, person or circumstance is held invalid, the validity of
the remainder of this compact and the applicability thereof to any government,
agency, person or circumstance shall not be affected thereby. If this compact
shall be held contrary to the constitution of any state participating therein, the
compact shall remain in full force and effect as to the remaining party states and
in full force and effect as to the state affected as to all severable matters.

Sec. 75. [290.191] APPORTIONMENT OF NET INCOME.

Subdivision 1. GENERAL RULE. Except as otherwise provided in section
290.17, subdivision 5, the net income from a trade or business carried on partly
within and partly without this state must be apportioned to this state as provid-

ed in this section.

Subd. 2. APPORTIONMENT FORMULA OF GENERAL APPLICA-

under subdivmon 3 or section '290.35 or 290.36, and for those trades or or busi-
nesses that receive permission to use some other method under section 290.20
or under subdivision 4, a trade or business required to apportion its net income

by taking the sum i

1) 70 70 percent of the bercentage which the sales made within this state in

wherever made i in n connection with the trade or or business during the tax pe od,_

(2) 15 percent of the percentage which the total tangible property used by
the taxpayer in this state in connection with the trade or business during the tax
period is of the total tangible property, wherever located, used by the taxpayer in
connection with the trade or business during the tax period; and

315 15 percent of the percentage which the taxpayer’s total payrolls paid or or

connection with the trade or business during the tax period are Q_f @ axpayer
total payrolls paid or incurred in connection with the trade or business during

the tax period.

Subd. 3. APPORTIONMENT FORMULA FOR FINANCIAL INSTITU-
TIONS. Except for an investment company required to apportion its jncome
under section 290.36, a financial institution that is required to apportion its net
income must apportion its net income to this state on the basis of the percentage

obtained by taking the sum of:
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(1) 70 percent of the percentage which the receipts from within this state in
connection with the trade or business during the tax period are of the total

wherever derived;

(2) 15 percent of the percentage which the sum of the total tangible property

used by the taxpayer in this state and the intangible property owned by the

taxpayer and attributed to this state in connection with the trade or business

during the tax period is of the sum of the total tangible property, wherev-
er located, used by the taxpaver and the intangible property owned by the
taxpayer and attributed to all states in connection with the trade or business

during the tax period; and

(3) 15 percent of the percentage which the taxpayer’s total payrolls paid or

connection with the trade or business during the tax period are of the taxpayer’s
total payrolls paid or incurred in connection with the trade or business during
the tax period.

Subd. 4. APPORTIONMENT FORMULA FOR CERTAIN MAIL ORDER
BUSINESSES. If the business consists exclusively of the selling of tangible
personal property and services in response to orders received by United States
mail or telephone, and 100 percent of the taxpaver’s property and payroll is
within Minnesota, then the taxpayer may apportion net income to Minnesota

tion with the trade or business during the tax period are of the total sales

wherever made in connection with the trade or business during the tax period.

Property and payroll factors are de;eggrded. In determining eligibility for
this subdivision, the sale not in the ordinary course of business of tangible or

intangible assets used in conducting business activities must be disregarded.

This subdivision is repealed effective for taxable years beginning after December
31, 1988,
_— s

Subd. 5. DETERMINATION OF SALES FACTOR., (a) For purposes of
this section, the following rules apply in determining the sales factor.

property is received by a purchaser at a point within this state, and the taxpayer
is taxable in this state, regardless of the f.o.b. point, other conditions of the sale,
or the ultimate destination of the property.

foreign vessel for delivery to a purchaser in another state or pation is a sale in
that state or natien, regardless of f.o.b. point or other conditions of the sale.

(d) Notwithstanding paragraphs (b) and (c), when intoxicating liquor, wine,
fermented malt beverages, cigarettes, or tobacco products are sold to a purchaser
who is licensed by a state or political subdivision to resell this property only
within the state of ultimate destination, the sale is made in that state.
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(e) Sales made by or through a corporation that is qualified as a domestic
international sales corporation under section 992 of the Internal Revenue Code
are not considered to have béen made within this state.

(f) Sales, other than sales of tangible personal property, are made in this
state if the property is used, or the benefits of the services are consumed, in this

more than one state, the sales must be apportioned pro rata according to the
portion of use or consumption of benefits in this state.

Subd. 6. DETERMINATION OF RECEIPTS FACTOR FOR FINAN-

CIAL INSTITUTIONS. (a) For purposes of this section, the rules in this subdi-
vision and subdivisions 7 and 8 apply in determining the receipts factor for

financial institutions.

(b) “Receipts” for this purpose means gross income, including net taxable
gain on disposition of assets, including securities and money market transac-
tions, when derived from transactions and activities in the regular course of

the taxpayei’s trade or business.

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

ciples.

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

the property is located in this state. Tangible personal property that is charac-
teristically moving property, such as motor vehicles, rolling stock, aircraft, ves-

sels, mobile equipment, and the like, is considered to be located in a state if:

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

(2) the operation of the property is in two or more states, but the principal

principles stated in paragraph (e).

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

(h) Interest income and other receipts from commercial loans and install-
ment obligations not secured by real or tangible personal property must be

If it cannot be determined where the funds are to be applied, the income and
receipts are attributed to the state in which the business applied for the loan.
“Applied for” means jnitial inquiry (including customer assistance in preparing
the loan application) or submission of a completed loan application, whichever
occurs first.

(i) Interest income and other receipts from a participating financial institu-
tion’s portion of participation loans must be attributed under paragraphs (¢) to

a common borrower,

(i) Interest income and other receipts including service charges from finan-

and credit card holders’ fees must be attributed to the state to which the card
charpes and fees are regularly billed.

(k) Merchant discount income derived from financial institution credit card
holder transactions with a merchant must be attributed to the state in which the
merchant is located. In the case of merchants located within and outside the
state, only receipts from merchant discounts attributable to sales made from
locations within the state are attributed to this state. It is presumed, subject to
rebuttal, that the location of a merchant is the address shown on the invoice
submitted by the merchant to the taxpayer.

(D Receipts from the performance of fiduciary and other services must be
attributed to the state in which the benefits of the services are consumed. If the
benefits are consumed in more than one state, the receipts from those benefits
must be apportioned to this state pro rata according to the portion of the
benefits consumed in this state.

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

(n) Receipts from investments of a financial institution in securities of this
state, its political subdivisions, agencies, and instrumentalities must be attri-
buted to this state.

Subd. 7. RECEIPTS FROM INVESTMENTS IN NONSTATE SECURI-
TIES; HOW APPORTIONED. Receipts from investments of a financial institution
in other securities and from money market instruments must be apportioned to
this state based on the ratio that total deposits from this state, its residents,

including any business with an office or other place of business in this state, its
political subdivisions, agencies, and instrumentalities bear to the total deposits

'
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from all states, their residents, their political subdivisions, agencies, and instru-

gross business income earned from sources within this state bears to gross
business income earned from sources within all states. For purposes of this
subdivision, deposits made by this state, its residents, its political subdivisions,
agencies, and jnstrumentalities must be attributed to this state, whether or not
the deposits are accepted or maintained by the taxpayer at locations within this

state.

Subd. 8. DEPOSIT; DEFINITION. (a) “Deposit,” as used in subdivision
7, has the meanings in this subdivision.

(b) “Deposit” means the unpaid balance of money or its equivalent received

has given or is obligated to give credit, either conditionally or unconditionally,
to a commercial, checking, savings, time, or thrift account whether or not advance
notice is required to withdraw the credited funds, or which is evidenced by its
certificate of deposit, thrift certificate, investment certificate, or certificate of
indebtedness, or other similar name, or a check or draft drawn against a deposit

traveler’s check on which the financial institution is primarily liable. However,
without limiting the generality of the term “money or its equivalent,” any such
account or instrument must be regarded as evidencing the receipt of the equiva-
lent of money when credited or issued in exchange for checks or drafts or for a
promissory note upon which the person obtaining the credit or instrument is
primdrily or secondarily liable, or for a charge against a deposit account, or in
settlement of checks, drafts, or other instruments forwarded to the bank for

collection.

whether held in the trust department or held or deposited in any other depart-

ment of the financial institution.

(d) “Deposit” means money received or held by a financial institution, or
the credit given for money or its equivalent received or held by a financial

regardless of the legal relationship so established. Under this paragraph, “depos-
it” includes, but is not limited to, escrow funds, funds held as security for an
obligation due to the financial institution or others, including funds held as
dealers reserves, or for securities loaned by the bank, funds deposited by 2
debtor to meet maturing obligations, funds deposited as advance payment on
subscriptions to United States government securities, funds held for distribution
or purchase of securities, funds held to meet its acceptances or letters of credit,

tion for immediate application to the reduction of an indebtedness to the receiv-
ing financial institution, or under condition that the receipt of the funds immediately
reduces or extinguishes the indebtedness.
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(e) “Deposit” means outstanding drafts, including advice or authorization to

charge a financial institution’s balance in another such institution, cashier’s
checks, money orders, or other officer’s checks issued in the usual course of
business for any purpose, but not including those issued in payment for services,
dividends, or purchases or other costs or expenses of the financial institution
itself.

financial institution on behalf of its customer if the entity is engaged in soliciting

and holding such balances in the regular course of its business.

(g) Interinstitution fund transfers are not deposits.

Subd, 9. DETERMINATION OF PROPERTY FACTOR; GENERAL
RULES. For all taxpayers, the property factor includes tangible property, real,

personal, and mixed, owned or rented, and used by the taxpayer in connection

with the trade or business, as set forth in subdivision 10. For financial institu-

tions only, the property factor also includes intangible property, as set forth in

subdivision 11. For both tangible and intangible property, the property includ-

ed in the property factor is the average of the total property used by the taxpayer
in connection with its business during the tax period. Such averages must be on

a commensurate basis for property within and without the state. '

Subd. 10. PROPERTY FACTOR; TANGIBLE PROPERTY. (a) Tangible
property includes land, buildings, machinery and equipment, inventories, and
other tangible personal property actually used by the taxpayer during the taxable
year in carrying on the business activities of the taxpayer. Tangible property

property factor.

(b) Cash on hand or in banks, shares of stock, notes, bonds, accounts
receivable, or other evidences of indebtedness, special privileges, franchises, and
goodwill, are specifically excluded from the property factor, except as otherwise
provided for financial institutions in subdivision 11.

(c) The value of tangible property that is owned by the taxpayer and that is
later capital additions or improvements and partial disposition by reason of
sale, exchange, or abandonment.

(d) For purposes of computing the property factor, United States govern-
ment property that is used by the taxpayer must be considered owned by the
taxpayer.

(e) Property that is rented by the taxpayer is valued at eight times the net
annual rental. Net annual rental is the annual rental paid by the taxpayer less
any annual rental received by the taxpayer from subrentals. If the subrents
taken into account in determining the net annual rental produce a negative or
clearly inaccurate value for any item of property, another method that will
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properly reflect the value of rented property may be required by the commis-

property. Rents paid during the year cannot be averaged.

(D) A person filing a combined report shall use this method of calculating the
property factor for all members of the group.

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

income tax PUrposcs.

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

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

property is located within this state.

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

(h) Assets in the nature of commercial loan and installment obligations that
are unsecured or secured by intangible property must be attributed to this state

the state in which the business applied for the loan. “Applied for” means initial
inquiry (including customer assistance in preparing the loan application) or
submission of a completed loan application, whichever occurs first.

(1) A participating financial institution’s portion of a participation loan must
be attributed under paragraphs (e) to (h).

receivables must be attributed to the state to which the credit card charges and
fees are regularly billed.

(k) Receivables arising from merchant discount income derived from finan-
cial institution credit card holder transactions with a merchant are attributed to
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