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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. 

(e) Except §o_r violations relating jt_9_ _fals_e_ majefl _s_t_2_1t_eII_1§_n’Ls fi1£§_S_§2t_a_-_ 
ti_qp__s _o_r omissions, indictments 9; complaints _t:o_r violations o_f section Q §h_gl_ b_e_ 
found 9; _ma_@ £1 §1_l_gc_1 i_n the proper court within five years after t_h_e commis- 
sign _o_f the olfense. 

(Q 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. 
~~~ 
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Minnesota Statutes 1986, section 115.071, subdivisions ga gig _2_b_, are repealed. 
Sec. 6. EFFECTIVE DATE. 
Sections _1_ to 5 age_ efl‘ective August L 1987, and apply _t_g violations occur- 

;i_ng 9_n gg after August L 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 10A.31, subdivisions 1 and 2; 
I6A.J5, subdivisions 1 and 6; 16A.1541; I6/1.26," 16A.275,' 16.4.48, subdivision 1; 60A.15, 
subdivision 1; 6021.199, subdivisions 1, 2, 3, 5, 7, 8, 9, 10, and 11; 60/4.209, subdivisions 1 
and 3; 60006, by adding a subdivision; 6IB.02, subdivision 1; 61B. 03, subdivisions 8 and 10; 
62E. 02, subdivision 23; 67A.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; I16C.63, subdivision 4; 121.904, subdivisions 11a and 11b; 124.155,_ 

Changes or additions are indicated by underline, deletions by at-rileeeut.
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subdivision 2; 124.195, subdivision 2; 124.2131, subdivisions 1, 2, 3, 5, 6, 7, 8, and 11; 
124.2139; 124.38, subdivision 8; 124A.02, subdivisions 3a, 8, and 11; 124A.035, subdivision 
5; 124A.08, subdivision 5; 134.33, subdivision 1; 134.34, subdivisions 1 and 2; 176.129, 
subdivision 4a; 176A.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 1 and 2; 270.77; 270.80, subdivi- 
sion 2; 270.87; 270A.07, subdivision 1; 271.21, subdivision 2; 272.01, subdivisions 2 and 3; 
272.02, subdivisions 1 and 1a; 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 1; 274.14; 274.16; 275.07, subdivision 1; 
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; 
2 79.06,‘ 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, 2c, 2d, and by adding subdivisions; 290.06 7,’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 1,‘ 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 1; 

290.132, subdivision 1; 290.133, subdivision 1; 290.134, subdivision 1; 290.135, subdivision 1; 

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; 290.49]; 290.50, 
subdivision]; 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; 290/1.03, subdivisions 3, 8, 13, 14, and by adding a subdivision; 290A.04, subdivi- 
sion 2, and by adding subdivisions; 290A.06; 290A.011, subdivision 2; 290A.18; 290A.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 8; 
297.33, subdivisions 4 and 5; 297.35, subdivisions 1, 3, 5, and 8; 297.36; 297/1.01, subdivi- 
-sions 3, 4, 8, 11, 15, and by adding a subdivision; 297A.07; 297/4.14; 297A.151; 297A.18; 
297A.211, subdivision 2, and by adding a subdivision; 297A.25, subdivisions -3, 7, 11, 12, and 
by adding subdivisions; 297A.256; 297A.25 7, subdivisions 1, 2, 2d, and by adding a subdivi- 
sion; 297A.26, subdivision 1, and by adding a subdivision; 297A.27', subdivision 1; 297A.275;
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297A.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.I2, subdivision 1; 297D.13; 298.01, subdivision 1, and by adding subdivisions; 298.026; 
298.027; 298.028, subdivision 1; 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 1; 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; 474A.02, subdivisions 1, 2, 3, 6, 7, 8, 12, 14, 16, 

18, 19, 21, 26, and by adding subdivisions; 474A.03, subdivision 1, and by adding a subdivi- 
sion; 474A.04, subdivisions 5, 6, and by adding a subdivision; 474A.I3, subdivisions 1, 4, and 
5; 474A.14; 474A.15; 474A.16; 474A.17; 474A.18; 474A.20; 474A.21; 475.53, subdivision 4; 
475.61, subdivision 3; 477A.012, subdivision 1; 477A.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; 290A; 297; 297A; 297C’; 298; 349; and 4 74A; 
repealing Minnesota Statutes 1986, sections 13.58; 60/1.15, subdivision 2; 61A.49; 62E.II, 
subdivision 8; 62E.13, subdivision 9; 69.021, subdivision 3a; 124.2131, subdivision 4; 124.2137; 
124.2139; 124.38, subdivision 10; 124A.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; 282.02]; 287.02; 290.01, subdivi- 
sions 20a, 20b, 20d, 20]? 21, and 24; 290.013; 290.06, subdivisions 3]} 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 Ia; 290.175; 290.18; 290.19; 290.21, subdivisions 5 and 6; 290.26, subdivision 2; 
290.36]; 290.531; 290.9726, subdivisions 3, 5, and 6; 290A.04, subdivisions 2e and 2g; 
294.2]; 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; 
297A.25, subdivision 13; 297A.254; 297A.26, subdivision 3; 297A.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; 474A.02, subdivisions 5, 9, 10, 11, 13, 15, 
17, 20, 22, 23, 24, 25, 27, 28, and 29; 474A.03, subdivisions 2 and 3; 474A.04, subdivisions 1, 
2, 3, and 4; 474A.05; 474A.06,' 474/1.07; 474A.08,' 474A.09; 474A.10,' 474/1.11; 474/1.12; 
4 74A.13, subdivisions 2 and 3; and 474A.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: 

Changes or additions are indicated by underline, deletions by sir-ikeeut.
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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 §§ 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 §§ 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 
fig 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 E (or $4 il_0 if filing a joint return) to: (i) one of the major 
political parties; (ii) any minor political party as defined in section IOA.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 Q on the return only if the individual has not desig- 
nated $2 E 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 
(asyndieate;greup;peekjeintven+ure;ereflwranineerper&mdergemmfien; 
%hreugherbymeansefwhiehaaybasiness;finaneialeperatien;erventureis 
eaffiedengandwhiehisnefiwithinthemeeningefthisehaptegatwsterestate 
er&eorperatien:andtheteHn“panner”inelndes&memberinesynéieete, 

ti_o_n 770lga)(2) o_f E Internal Revenue Code 9_f 1986, a_s amended through 
December3_14_l_9_§_§. 

‘

. 

Sec. 5. Minnesota Statutes 1986, section 290.01, is amended by adding a 
subdivision to read: 

Changes or additions are indicated by underline, deletions by strikeevut-.
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Subd. 3a. TRUST. The term “trust” h_a§ _tb_e‘ meaning given _i_r_1 mg Internal 
Revenue Code 91” 19$, Q amended through December Q, 1986. 

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

Subd. 4. CORPORATIONS. The term “corporation” shall include joint 
steekeempaniesandeerperafiensaéstingunderthelwweefanystateereemr 

rupteébytheéeathefageneralpartnererbyaehangeintheewnershipefthe 
general partneris interest; and the management ef is 

izedineneermerepersenseetinginarepresentatiweapeeitfiasseaahens 
(other than ordinary partnerships) and eemmen-law trusts organized er eenduet- 
eé fer pr-efit eveg entity which _i§ g corporation under section 7701(a)(3) 9_f tbb 
Internal Revenue Code o_f 1986, gb amended through December 3;, 1986, a_1_1b 
financial institutions. A corporation’s franchise _i§ it_s authorization ‘Q exist@ 
conduct business, whether created by legislation, by executive order, by a_ go_v- 
ernmental ggbncy, by contract g other private action, g by some combination 
thereof. Every corporation i_s deemed jrb have g corporate franchise. E entity 
described Q section 646§b1 bf tl_1_e_ lag Reform E o_f 1986, Public Law Number 
99-514, shall b_e classified i_n th_e same manner f_o; purposes gfi jt_l_1i_§ chapter g1_s_ it 
i_s Q federal income t21_x purposes. 

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

Subd. £1; FINANCIAL INSTITUTION. La) “Financial institution” means: 

Q) g holding company; 

Q) _zb1_y regulated financial corporation; by 
(_3_) g_r_1y other corporation organized under t_bb laws bf jtb_e_ United States g 

organized under big laws o_f Qi_s state 9_r_ gbiy other state gy count1_'y that _i§ 

carrying O_I'l_ ;l_1_e_ business bf b financial institution. 

(b) “Holding company” means fly corporation registered under tbe Federal 
Bank Holding Company ;A_bt bf 1956, g amended, by registered b§ 3 savings a_nd 
loan holding company under tbb Federal National Housing Act, g_s_ amended. 

(b) “Regulated financial corporation” means §_r_i_ institution, tbb deposits b_r 
accounts bf which a_re insured under th_e Federal Deposit Insurance E 9; by t_h_e 
Federal Savings gbg Loan Insurance Corporation, E institution which ig g 
member o_f g Federal Home Loan Bank, fly other bank o_r thrift institution 
incorporated by‘ organized under tl1_e lg\_2v_s_ bf by g gby foreign countgy 
which ig engaged Q §h_e business bf receiving deposits, gby corporation orga- 
nized under gbg provisions o_f United States Code, ‘xii L; sections §_1l t_o _6_?g 
§Edge 5_c_t Cogborations), 151 gby agency o_f b foreign depository Q defined i_n 
United States Code, ti_tl§ _1_2_, section 3101. 

Changes or additions are indicated by underline, deletions by st-r=i-leeout.
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(Q) “Business o_f g financial institution” means:

~ 
Q) 15 business that g regulated financial cogporation may pg authorized t_o 

_c_ip under state g federal lz-_iv_v pr_ fie business that its subsidiary i_s authorized t_o 
pp py the proper regulatogy authorities; 

(_2_) _t_h_e business that fly corporation o_rganized under ;l_1_e authority Q” th_e 
United States pr organized under gig laws o_f @ state o_r flit! other state g 
count1_'y does g E authority 19 gig which § substantially similar t_o t_h_e business 
which 2_1 eogporation may 3 created _t_g <_1_Q under chapters gg _t_c_)_ g; gM 
business which p corporation g Q subsidiary § authorized Q Q py those laws; 
or 

Q th_e business tgt a_ny corporation o_rg_anized under E authority pfQ 
United States o_r organized under th_e lei Q t_l_1i_s §t_a_1tp o_r E other s_taE o_r 
country g E authority tp pip i_f tl1_e comoration derives more mg g 
percent o_f 5 gross income from lending activities (including discounting obliga- 
tions) ip substantial competition businesses described i_n clauses (QE 
(_2_L Egg pugposes o_f E clause, tpe computation o_f t_l§ g;g§§ income o_f a 
cogporation Qt include income from nonrecurring, extraordirgiy 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. illhe eaeis-tenee of any elemest-ie 
eerperatienshaflbeéeemedtheexereisebyitefthepriwélegeefeéstingasa 
eerperatienjthegrmatteanyfereigneerperatieneftherightteengagein 
Haasaaingleealbusinesswithinflfisstateshaflbedeemedthegremteitefihe 

eerpemtien9haHbedeemed%heHensaetiene£suehbusiaemwi+hinthiesmtein 
eerperate er erganized form: 

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

Subd. Q ABODE. _lf_(g purposes o_f section 290.01, subdivision L tl_i_e_: term 
“abode” means p dwelling maintained py _2p_1 individual, whether 9_r pp; owned 
py 111;; individual a_rg whether pr ppt occupied py th_e individual, all includes p 
dwelling place owned g leased py ‘th_e individual’s spouse. 

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

Subd. 7. RESIDENT. The term “resident” means (_l_) any individual domi- 
ciled in Minnesota and any other an abode therein 
dueiaganypertienefthetaxyearwheehaflnetyéuringthewheleefeaehtaae 
year-; have been demiei-led outside the state; except pg Q individual i_s n_ot Q 

Q; _tpe_: o_f fig @ 13 individual is 2_1 “qualified individual” 

Changes or additions are indicated by underline, deletions by
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as defined i_r_i_ 3%; 911 d 1 pf @ Internal Revenue Code o_f 1986, _z§ amended 
through December §_l_, 1986, unless, during th_at_ period, 3 Minnesota homestead 
application is filed fpg property i_n which fie individual E pp interest; gig §_2_) 
apyindividt-1:11 domiciled outside th_e state who maintains a place o_f abode i_p _t_li_e 
state and spends in the asgmgm more M %1_1§l£2fth_e Len 31222 in 
ta. un‘1Ts he indi"vF._.u__a1 is in th_e arm ems 9: the w _w& Q purposes 91% subdivision, presence within th_e state f9_r_ Q p_2_1_Ijt_ 9f 51 
calendar play constitutes g gay spent m t_l_1p state. Individuals s_hill keep gig; 
guate records 19 substantiate 113 days spent outside tpp state. 

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

Subd. 19. NET INCOME. The term “net income” means the gross 131111 
taxable income, as defined in 29; less the following deduetiei-is to the 
extent allowed by seet-ion -$.19(-).—1-8; 4-: 

(b)£erindh4duals;thededuefiensalbwedinseetien%99:G88;w&heutregard 
teseetiem%9Grl8;sebd¥+isienlifthe%aaepayereketsteeemputethetaxes 

and 

regardteseetien%99rl8;sabdivisienlifthetmepayereleefiteeemputethe 
tmwsenéersee&en%99:06;subd¥+ieien%e;paragmph(e)section-§§pfpl1_e 
Internal Revenue Code o_f 1986, _as amended through- flip ditp named ip 
mi_s subdivision, incorporating a_py elections made py E taxpayer Q accordance 
_vyi_tp flip Internal Revenue Code i_n_ determining federal taxable income fg 
federal income gap purposes, £1 with flip modifications provided Q subdivi- 
sions lfl t_q _l£f. @ Internal Revenue Code 9_f 1986, pg amended through December 3,1, 
1986, shall pp i_n effect _fp_r taxable years beginnine after December _3L 1986. 

Except g_s otherwise provided, references t_o 13 Internal Revenue Code i_p 
subdivisions 1% t_o Q" mean ].‘_i_1_§ code Q effect fpg p_urposes 9_f determining pg 
income Q gig applicable year. 

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

Subd. _l9i ADDITIONS TO FEDERAL TAXABLE INCOME. Q indi- 
viduals, estates, pig trusts, there shall l_3_e added 19 federal taxable income: 

( 1)(i) interest income gr obligations o_f §i_1y §t_a_tg other M Minnesota Q; a 
political pg governmental subdivision, municipality, g governmental agency p_r 
instrumentality pf E state other gag Minnesota exempt from federal income 
taxes under t_h_e_ Internal Revenue Code o_r gig other federal statute, £1 

Changes or additions are indicated by underline, deletions by st-r-i-leeeut.
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(Q) exempt-interest dividends g defined Q section 852(b)(5)(A) gi"tl1_e Inter~ 
_r_1_a_l Revenue Code o_f 1986, except @ portion o_f Qt; exempt—interest dividends 
derived from interest income QL1 obligations Q‘ Q stite o_f Minnesota 9; i_t§ 
political o_r governmental subdivisions, municipalities, governmental agencies o_r 
instrumentalities E grlly if 1l_1_e portion _o_f Q; exempt-interest dividends from 
_spq1_ Minnesota sources @ Q a_ll shareholders represents 2_5_ percent g more 
pf the exempt-interest dividends E grg ppaig py fig fifl 9; series 9_f funds 
making E payment‘, a_n_d I 

Q) t_h_e amount o_f income tpagep @ 9; accrued within th_e taxable ygag 
under tl1_i_s_: chapter Qg income taxes p§_i_d pg g_n_y glfl g Q fly province 
o_r territory o_f Canada, t_o gig extent allowed as a deduction under section 63(d) 
pf _t_l_1p Internal Revenue Code, pp; _t_h_e addition my n_ot Q E E 
amount by which gig itemized deductions a_s allowed under 63(d) o_f@ Internal 
Revenue Code exceeds _tl1_e amount o_f Qt; standard deduction § defined i_n 
section 63(c) o_f@ 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. @ individualp, estates, ap_c_l_ trusts, there shall pg subtracted from federal taxable 
income: 

Q) interest income 9_1_1_ obligations o_f fly authority, commission, 9_r instru- 
mentality _o_f t_l;e_ United States t_o ‘th_e extent includable i_n taxable income £9; 
federal income ta_x purposes pp; exempt from state income tg_x_ under 33 laws o_f 
_t_lpe_ United States‘, 

Q) i_f included in federal taxable income, th_e amount 9_l_5'g.py overpayment o_f 
income Q ’_tp Minnesota g Q pg other state, Q‘ fill previous taxable year, 
whether fl_1_§ amount i_s received Q Q refund g Q a credit t_o another taxable 
year’s income Q liability,‘ gpd 

Q) t_l;§ amount mtjpl t_o others n_o’t t_o exceed Mi @ dependent Q 
grades kindergarten t_o §i_x yd $1,000 E gaph dependent Q grades seven t_oQ Q tuition, textbooks, E transportation o_f gap dependent Q attending _:_1_1_1_ 

elementary o_r secondary school situated i_n Minnesota, North Dakota, 
South Dakota, Iowa, o_r Wisconfl, wherein p resident o_f ;_l1i_s_ state may legally 
fulfill fig state’s compulsory attendance laws, which i_s n_ot operated @ profit, £1 which adheres tp _t_lp:_ provisions o_f fig Civil Rights fl 0_f 1964 Q1 chapter E Q psgd Q ;l_1_i§ clause, “textbooks” includes books £4 other instructional 
materials a_ng equipment used Q elementary gig secondary schools i_n teaching 
o_nly tlgsp subjects legally £1 commonly taught Q public elementary EE 
onda1_*y schools _ip _t_hi_s §_ta_ua_. “Textbooks” gpeg _i_1_gt include instructional books 
agl materials used Q th_e teaching _o_f religious tenets, doctrines, g worship,E 
purpose pf which _i§ tp instill E tenets, doctrines, o_r worship, pp; g9_e_s _i_t 

include books o_r materials Q, o_r transportation 19, extracurricular activities 
including sporting events, musical o_r dramatic events, speech activities, 

Changes or additions are indicated by underline, deletions by st-rikeeut.



~
~
~

~ 

1047 LAWS of MINNESOTA for 1987 Ch. 268, Art. 1 

driver’s education, g similar programs. I_n order 39 qualify 1'9; E subtraction 
under gl;i_s_ clause mp taxpayer must 9110; _tp itemize deductions under section 
63§e1 of the Internal Revenue Code pf 1986, Q amended through December ;’:_1_, 
1986.- 

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

Subd. _l__9_<_>_. CORPORATIONS; ADDITIONS TO FEDERAL TAXABLE 
INCOME. §_9_r cogporations, there shall p_e added t_o federal taxable income: ~~ 

~~~ 

~~ 

~~ 

(_l_) tfi amount o_f Qy deduction taken _fo_r federal income Q purposes fo_r_ 
income, excise, or franchise taxes based 9_r_1 r_1§_t i_11c_c)In;’. 9_1_' 

tflgg paid py glficorporation pg _1\_/_I_i_rp1eLta, another state, a political subdivision 
pf another state, tfi District o_f Columbia, g any foreign o_r po_s_s_§§i9_p 
o_f 111:; United States; 

(2) interest upon obligations o_f: flip United States, i_t_s possessions, its 
agencies, 9_1_* it_s instrumentalities tp gig extent t_he_ obligations Q n_ot subject t_o 
federal t_a_x; 33 state o_f Minnesota 9; gpy other state, fly o_f _it_s political 9_r~

~

~ 

governmental subdivisions, apy o_f _it§ municipalities, pr apy o_f it_s governmental 
agencies Q instrumentalities‘ _o_r _‘th_e District o_f Columbia; 

Q) exempt interest dividends as defined Q section 852(b)(5) o_f th_e Internal 
Revenue Code 9_f 1986, a_s amended through December ;1_, 1986; ~

~ 

~~~ 

~~~ 

~~ 

~~~ 

~~~ 

~~~ 

~~~ 

(3) tl1_e amount _o_t_" gpy windfall profits t;a_)_c deducted under section 164 g fll o_f flip Internal Revenue Code o_f 1986, §_s_ amended through December Q1, 
986', ,_ 

(_5_) th_e amount _o_f a_ny rfl operating 1c_)§_s_ deduction taken go_r federal income 
tpx purposes under section £2 pf thp Internal Revenue Code 9_f 1986, a_s amended 
through December 3_1, 1986', 

(Q) pp; amount pf gpy special deductions taken fo_r federal income 1% 
pupposes under sections 2;41 £9 E pf _t_h_p Internal Revenue Code o_f 1986, _2§ 
amended through December 3_l_, 1986; 

(_7_) losses from §1_1p business o_f mining, a_s defined ip section 290.05, subdivi- 
sion L clause (at), that pg pot subject tp Minnesota income ta_x', 

(8) th_e amount pf E capital losses deducted _f<_>_r federal income fl pur- 
poses under sections 1211 a_np1 1212 _o_f §l_1p Internal Revenue Code o_f 1986, as amended through December & 1986; 

Q) Q amount o_f gpy charitable contributions deducted E federal income 
ta_x pugposes under section _l_E (_)_t_‘ tg Internal Revenue Code o_f 1986, g amended 
through December Q, 1986', 

(_1_9_) 33 exempt foreign trade income 91‘ a foreign sales corporation under 
sections 92l§a1 all _2_2l o_f 1113 Internal Revenue Code 9_f_' 1986, a_s amended 
through December §_14 1986; 
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(Q) th_e amount gt‘ percentage depletion deducted under sections _6_l_1_ through 
§l_4 gt1_d Qt o_fth_e Internal Revenue Code o_f 1986, he amended through Decem- 
het §_h 1986; $1 

t1_2) fgt‘ certified pollution control facilities placed ‘i_n service tr; e taxable @ beginning before December 114 1986, E1 t‘9_1_' which amortization deduc- 
tions were elected under section _1_6_9 gt‘ Q Internal Revenue Code hf 1954, § 
amended through December 114 1985, the amount o_f tl1_e amortization deduc- 
tig allowed i_n computing federal taxable income _f_ot' 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. @ cohgorations, there shall Q subtracted from 
federal taxable income after Q increases provided Q subdivision liq; 

ft) th_e amount o_f foreign dividend gross-up added t_o gross income Q‘ 
federal income E purposes under section _7_8 o_f th_e Internal Revenue Code; 

Q) the decrease i_n salary expense fgt federal income ta_x_ purposes ghie tg 
claiming th_e federal jobs credit under section fl gf @ Internal Revenue Code; 

Q) ghy dividend gig including fly distribution Q liquidation) peg within E taxable gar hy g national o_r Ee hgg tg the United States, 9; t9E 
instrumentality hf t_h_e United States exempt from federal income taxes, Q the 
preferred o_f the owned hy fie United States g the instrumentality; 

(Q amounts disallowed E intangible drilling costs E t_o differences between 
thg chapter ghg the Internal Revenue Code _i_r_i taxable years beginning before 
Januagy L 1987, § follows: 

Q) te th_e extent the disallowed costs g represented by physical property, Q amount egual t_o_ fie allowance fer depreciation under Minnesota Statutes 
1986, section 290.09, subdivision 1, subject t9 the modifications contained i_n 

fit) t_o Q extent ‘th_e disallowed costs Q n_ot represented hy physical proper- 
ty, Q amount equal t_o @ allowance _fo_r cost depletion under Minnesota Stat- 
utes 1986, section 290.09, subdivision §; 

(_5_) t_h_e deduction £o_r capital losses pursuant t_o sections 1211 §_rtd_ 1212 o_f 
the Internal Revenue Code o_f 1986, he amended through December 341 1986, 
except that: 

(_i) capital ]o_$ cartybacks shall E Q allowed; ghd 
(h) e capital lg car1_'yover tg each gt" the t; taxable years succeeding ‘th_e 

tgee year shall he allowed; 
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(Q an amount for interest and expenses relating _tp income my taxableQ 
federal income ti); p1_1;Lo_s__e_s, if tpe income i_s taxable under t_l_1_1_§ chapter apd_ 
(ii) yl_1_e interest a_n_g expenses were disallowed § g1e_c1\1_<{t_1_<fl _11_I1C1fl 11$ r>x"_o\_r_1§1o_r1s_ 
of section 265 or 291 of thp Internal Revenue Code o_f 1986, Q amended 
through December _3_1, 1986 i_q computing federal taxable income; 

Q) ip tpe gag Q‘ mines, o_il 11131 ggg wells, other‘ natural deposits, ail timber 
fpy which percentagg depletion yvps disallowed pursuant t_o subdivision l_9_c_, 

clause ml, Q reasonable allowance Q depletion based pp actual gt; lp ’th_e 
pig pf leases _t_lE deduction must 1; apportioned between tpp lessor a_ngl_ lessee 
ip accordance _\xIi_th rules prescribed py _tl_1_e @_rI1_i§fl>&r. _Ip fl1_e_ 156 gf pr_O& 
Ly _l_ipld_ i_p trust, gh_e allowable deduction must kg §p]Jo_rt_i9_r;e31_ bptxyggn Ll_1_§ 

income beneficiaries @ th_e trustee i_n accordance @ tl1_e firprycfi flgisipns 
9: th_e trust, at i_f there is m provision i_n trig m_strmn_em. Q 15 ms. 9: th_e 
trust’s income allocable Lg each; 

Q) f_o1; certified pollution control facilities placed _i_11 service i_n g taxable yep; 
beginning before December §__1_, 1986 @ £91; which amortization deductions 
yve_re_ elected under section _l_6_9 o_f @ Internal Revenue Code 9_i_' 1954, pp amended 
through December _3_1, 1985, _3._l1 amount equal 19 th_e allowance Q depreciation 
under Minnesota Statutes 1986, section 290.09, subdivision Z_. 

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

Subd. 4% DEPRECIATION MODIFICATIONS FOR CORPORA- 
TIONS. 1p _t_l_1_§ gasp o_f copporations, p modification flail pp file Q jt_h_e_: accel- 
erated ggst recovery system. :l‘_l;c; allowable deduction £9; t_h_e accelerated co_st 
recovery system i_s_ t_h_§ same amount _a_s provided i_n section gs 9_t_‘ 115: Internal 
Revenue _Qp_c_1p yv_iQ E following modifications. [hp modifications apply Q 
taxable years beginning after December §_1_, 1986, Q1 tp property E which 
deductions under 113 lay Reform _Apt o_f 1986, Public 1 Number 99-514,Q 
elected g apply. 

Q) @ property placed i_n_ service after December ;1_, 1980, E1 before 
January 1, 1987, Q percent pf tpg allowance pursuant t_o section _l_6_8 _o_f ’th_e 

Internal Revenue Code pf 1954, pg amended through December 3_l, 1985, _f‘o_r 

Q, 1§_-4 9_x; 19-year _r__e_a_l property shall pp’; Q allowed @ fig; gl_l other property Q percent shall pg; E allowed. 
Q) E property placed Q service after December _3_l4 1987, y modification 

shall pp made. 

‘ (p) fig property placed ip service gfiey ]u_1y Q 1986, grip before Janua 1, 
1987, Q which _t_l_1p taxpayer elects gig deduction pursuant _tp section E 9_f’d1_e 
jlflg Reform E pf 1986, Public _I_.avy Number 99-514, gig fig property placed 
_ip service fie; December Q, 1986, gpg before January 1, 1988, _l_§ percent pf 
gig allowance pursuant tp section _1_6_8_ pf th_e Internal Revenue Code o_f 1986 Q1 p_o_t lg allowed. 
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(Q) _If_o_r property placed ip service after December _I§_l_, 1980, _a_pd before 
January _l_, 1987, _i_'o_r which t_lE taxpayer elects t_o _1_1p_e £l_'l_§ straight _l_l_I§_ method 
provided Q section 168(b)(3), (f)(12), Q‘ (i)(1) ga method provided Q section 
168(c)(2) _9_f t_h§ Internal Revenue Code pf 1986, _a_s amended through December 
§_l__, 1986, pp} excluding property _f9; which flip taxpayer elects 1l_ig deduction 
pursuant t_o section _2_0§_ pf th_e E Reform Act pf 1986, Public 1 Number 
99-514, th_e modifications provided ip paragraph (g) _d_o_ pot apply. 

(g) _F_pr property subject Q tli_e modifications contained i_n paragraphs (Q) 
Q31 (p) app Minnesota Statutes 1986, section 290.09, subdivision 2, clause (9), 
tfi following modification shall pg made after _tl'l_§_ entire amount pf gig allowa- Q deduction @ been allowed ('9; federal m_x purposes :0; @ property under 
t_hp provisions pf section mg o_fgip Internal Revenue Code o_f 1986, § amended 
through December 3;, 1986. Il_1_e remaining depreciable basis Q those assets fl)_r 
Minnesota purposes, including Q amount pf ppy figs reduction _t_(_i reflectE 
investment Q credit f9_r federal purposes under sections 48(q) Ed 49(d) o_f th_e 
Internal Revenue Code o_f 1986, § amended through December Q, 1986, 111 Q g depreciation allowance computed using E straight @ method E"E may 2:" 2% 

(l) three-y ear property, E year‘, 
(Q) five-yearfl seven-year property, tvv_o years; 

Q) ten-year property, E years; and 
(g) a_ll other property, seven years. 

(1) F_or property placed Q service after December Q, 1987, th_e remaining 
depreciable gsg Q Minnesota purposes E i_s attributable t_o jc_l;e_ basis reduc- Q f_o_i_' federal purposes tp reflect gig investment Q credit under sections 48(q) £1 49(d) o_f'tli_e Internal Revenue Code o_f 1986, pg amended through December 
Q, 1986, gi_a_ll Q allowed g Q deduction _ip _t_l_i__e_ _f:1_I;§_t_ taxable ygig _a_ft;e_r (lg entire 
amount o_f tli_e allowable deduction Q; Lhpt property under th_e provisions pf 
section 1_6_8_ pffi Internal Revenue Code o_f 1986, hps been allowed, except LIE 
where gig straight fig method provided _ip section 168(b)(3) is used, th_e deduc- E provided Q p1_i_is_ clause shall Q allowed _ip the l§_st taxable @ g which £1 
allowance §o_r_ depreciation i_s allowed Q‘ E p roperty . 

(g) f_o_r qualified timber property fpr which _t_l§ taxpayer made gr election 
under section 193 9_f t_l_i_e Internal Revenue Code o_f 1986, th_e remaining depre- 
ciable blip Q Minnesota purposes i_s allowed -ap _a, deduction i_p flip f1_r§t taxable E after t_l§ entire allowable deduction _lgs_ been allowed £9; federal E3 
20565. 

(Q) 13 basis o_f property t_o which section L68 o_f@ Internal Revenue 
applies is its basis a provided 2 t_hi§ 21.12222: i1_121_g<_iir_1g. tbs tn_Lif‘1cLi<>& .r>r¢ 
vided _i_r_i _t_h_i§ subdivision £1 E Minnesota Statutes 1986, section 290.09, subdi- 
vision L paragraph Q; E recapture _t_a§ provisions provided sectionsE 
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gppl 1250 pf ms Internal Revenue Code o_f 1986, Q amended through December 
_3_;, 1986, apply pu_t must lg calculated using ms basis provided m th_e preceding 
sentence. 

Q) The basis 
g“ Q asset acquired Q Q exchange o_f assets, including sip 

involuntagy conversion, is 1;_h_e_ same Q its federal basis under ’_t_l_1_e provisions o_f 
g1_e_ Internal Revenue Code <_)_f 1986, except ‘tl1_a’g ’th_e i_n b_a§';s <_1_L1_§ t_o Q9 
modifications i_n Qis subdivision an_d i_n Minnesota Statutes 1986, section 290.09, 
subdivision 1, paragraph (pl, i_s s deduction Q provided i_n paragraph (§)_. 

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

Subd. fl BASIS MODIFICATIONS AFFECTING GAIN OR LOSS ON 
DISPOSITION OF PROPERTY. Ls) E9; individuals, estates, E trusts, th_e 
basis o_f property i_s i_ts adiusted basis f_og federal income sag purposes except gs 
gt f_o_rsls i_p paragraphs (Q _ap_cl ggy E9; corporations, th_e basis pf property is it_s 
adiusted basis _f_o_g federal income sa_x purposes, without regard t_o t_h_e Qr_n_e_ 
th_e property became subject 3; t_a_); under tpis chapter _o_g tp whether out—of—state 
losses p_1_‘ items o_f ‘t'a1_x preference 1/gs respect t_o ’th_e property were g>_t deductible 
under E chapter, except fit tl1_e modifications tp gs basis Q federal income 
ta_x purposes s_et forth _i;1_ paragraphs (12) t_o Q) a_r§_ allowed _t_o_ corporations, @ 
tl1_e resulting modifications 19 federal taxable income must lg made i_n gs ye_a_r m which gsi_n pg lpss 9_n_ th_e sa_l_e _QI_‘ other disposition o_f property i_s recognized. 

(lg) @ basis o_f property shall ppt _b_e reduced t_o_ reflect federal investment 
tax credit.

9 

L9) jg basis o_f property subject 19 t_h§ accelerated pg; recovery system 
under section its pf tpg Internal Revenue Code shall pg modified t_o reflect flip 
modifications Q depreciation @ respect t_o gs property provided _fo_r i_n subdi~ 
vision _1_9_e_. Egg certified pollution control facilities _t'(>_1‘ which amortization deduc- 
tions were elected under section l§_9_ o_f Q Internal Revenue Code o_f 1954, tl1_e 
ppsis _o_f t_h_e property must pp increased py gs amount o_f _t_h_s amortization 
deduction po_t previously allowed under ]:_l_1_is chapter. 

(Q) fps property acquired before January l, 1933, % basis Q computing a 
g_ai_n i_s th_e @ market value o_f Q1_e property gs pf tfi <_i_a_tg :3 ba_sis _fp1_" 

determining g lgss is th_e _c_o_g pf thp property tp tlg taxpayer _l_sss g1_y deprecia- 
tion, amortization, Q‘ dflfletion, actually sustained before Qa_t date. I_f ph_e 
adiusted ppst exceeds tl1_e gig market yalpp pf tl1_e property, mgr; gh_e pa_s_is i_s t_l1e_ 
adjusted po_s; regardless pf whether there i_s 2_1 gai_n pg lps_s: 

(9) flip pay i_s reduced bl th_e allowance E amortization o_f bond premium E Q election pg amortize yv_e§ made pursuant _t_o_ Minnesota Statutes 1986, 
section 290.09, subdivision _l_§, E sh; allowance could have been deducted py tfi taxpayer under 1% chapter during 1;11_<_: period pf 33 taxpayer’s ownership pf 
t_l_1_g property. 
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(Q E; assets placed i_n service before January 1, 1987, cogporations, ark 
nerships, 9; individuals engaged t_l§ business o_f mining prgp other t_l1_a_n ipn 
0:16 Q‘ taconite concentrates subject tp pip occupation E under chapter Q2} 
must psp t11_e occupation m_x basis pf property pgeli Q ’_t@ business. 

fig) E9_r assets placed i_n service before January 1, 1990, corporations, part- 
nerships, 9_1_' individuals engaged i_r_1 31;; business o_f mining i_rpr_1 9_r_p g taconite 
concentrates subject Q th_e occupation gag under chapter _2__9_§ must u_s.e )3 
occupation tgg Qlgs _9_f_‘ property yfli Q @ business. 

jg) _Ip applying fie provisions o_f sections 301(c)(3)(B), 3l2(f) _a£l (g), £1 
316(a)(1) 9_f't:l1_e Internal Revenue Code o_f 1986, pg amended through December 
341 1986, t_h_e_: dates December A 1932, $1 January L, 1933, §hpl_l_ pp substitut- 
pd fprg February 3, 1913, £91 March 1, 1913, respectively. 

(1) I_n applying Q provisions pf section 362(a) £1 (p) pf _t_p§ Internal 
Revenue Code o_f 1986, _a_§ amended through December _§_l_, 1986, tl1_e date 
December _3_l, 1956, shall Q substituted Q June 2.2) 1954. 

(j) @ basis o_f property shall Q increased bl ‘th_e amount o_f intangible 
drilling costs n_ot previously allowed E t_o differences between E chapter app 
th_e Internal Revenue Code. 

(5) I_l_1_e adjusted bajsis o_t‘a_ny corporate partner’s interest Q Q partnership lg 
t_h_p g flip adjusted basis Q federal income ta_x purposes modified _a_s_ 

required 53 reflect t_l1_e basis modifications pet forth i_n paragraphs Q2) 39 (1; Lite 
adjusted l_9g§i_s o_fe_1 partnership _ip which _t_l1_§ partner is Q individual, estate, pi; 
trust i_s tl1_e same pg tpp adjusted basis Q federal income Q purposes modified 
a_s reguired tp reflect tl1_e basis modifications s_et forth i_n paragraphs Q) E §g)_. 

Q) Ih_e modifications contained i_n paragraphs (p) t_o Q) §1_s_g apply tp th_e 
basis o_f property E is determined py reference t_q gig basis o_f ’th_e same 
property ip t_h_§ hands pf g different taxpayer pp py reference Q thp basis o_f 
different property. 

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

Subd. 20. GROSS INCOME. @ E figs beginning _a_f;tg December §_1_, 
1986, th_e term “gross income” means th_e gross income g defined Q section _6_1_ 
o_f @ Internal Revenue Code pf 1986, pg amended throu_gp tpp gatp named Q 
subdivision Q Q flip applicable taxable g) M giy additional _i_t_e_r£ pf 
income taxable under Lis chapter b_ut E taxable under tfi Internal Revenue 
Code, l§§§_ gpy items included ip federal gross income pp; pf 2_l character exempt @ income E under tpe Leis pf tpg United States. @ E ygig 
beginning before January _l_) 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, oflice, 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 transactlon of 
any trade or business; and income derived from any source. 

139; Ex years beginning before January 1, 1987, the term “grossincome” in 
its application 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 o_f 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. 
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64-) 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), (f)(4), (g), (1'), (1), 103(c), 
lO4(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, a_r;c_l sectiongfl o_fg1§ @ Reform 
Act o_f 1986, Public @ Number 99-514, shall 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. 

(ii) The Internal Revenue Code of 1954, as amended through January 
15, 1983, shall be in eifect for taxable years beginning after December 31, 1982. 
%_ provisions of sections @ 1708, and 1879(m) 9_t_‘ t_l§_ _T_a_x Reform _A_c_t_ o_f 
1986, Public E Number 99-514, s_l£ll l_)_e effective at gig _sa_rr_1_e gng, E thg 
become effective Q federal income tax purposes. 
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(-iv) The InternalvRevenue 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), (e), (g), and 
(11), 721(a), (b), (d), (g), (i), (0), (D), (F), (t), and (W), 722(6), 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, gig 
sections 1801, 1802, 1805 39 1809, 1812, 1842, 1853 19 1855, 1866, 1869 Q 
1873, 1875, E 1878ggg £151 (pg o_ffic_ lg Reform Q o_f 1986, Public Liv 
Number 99-514, shall be effective at the same time that they become effective 
for federal income tax purposes. 

(-v-) §i_v) 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 Q1 sections 492, g, 1803, 1804, 1852, gpg £61 o_ffl1_e_ leg Reform 
Apt 91" 1986, Public E Number 99-514, shall be effective at the same time that 
they become effective for federal income tax purposes. 

(-vi) (y) The Internal Revenue Code of 1954, as amended through December 
31, 1985, shall be in eifect for taxable years beginning after December 31, 1985. 

ffiprovisions 9_fsections @t_o 123, 201, 202, 241, 401, 405, £1 E 413, 
653, 654, 804, 811, 822, 1001,1003, 1122, 1162, 1164, 1166, 1301, 1401, 1402, 
1707, 1826, 1827, 1843, 1867, 1868, l879(f), §_I_1g 1895 o_t‘t1i_e@ Reform A_ct 
pf 1986, Public Law Number 99-514, shall p_e_ elfective it Q same time _th_at 
they become effective {gr federal income ’ta_x purposes. 

References to the Internal Revenue Code of 1954 in subdivisions 20a, 20b, 
20e, and 201‘ 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. Q‘ E years beginning after Decem- E 3_l, 1986, flip term “taxable E income” means: 
(1) Q resident individuals th_e same Q n_et income-, 
Q) _f_'g§ individuals L110 were Lit residents o_f Minnesota E t_l1_e_ entire year, 

flip s_a_rp_e a_s p_e_t income except @ E ti _i_s imposed 9_n_1y pp _t_h_§ Minnesota 
apportioned §h_a_i;e Q“ Q income Q ‘determined pursuant t_o section 290.06, 
subdivision gs, paragraph (E), 

_(,3_) Q" a_1l taxpayers, tl_1_e iflt pf pe_t income Q i_s allocable t_o Minne- 
gag py assignment 9_1_' apportionment under E o_r 9_f sections 290.17, 
290.191, 290.20, 290.35, $1 290.36.- 
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E9: t_a2s y__ears_ 12_esh1_nias Emmi 1. 1_9§l. the term “taxable ‘net 
income” means the net income assignable to this 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. g2_. TAXABLE INCOME. F_o§ t_a_)g years beginning after December 
_3_1_, 1986, @ term “taxable income” means:

~ 

Q) fey individuals, estates, @ trusts, ’_the same § taxable @ income; 
(2) _f9_r_ corporations, ’th_e taxable net income le_s_§ 

Q) ghe he‘; operating 1% deduction under section 290.095; 
(ii) me dividends received deduction under section 290.21, subdivision 3; 

the charitable contribution deduction under section 290.21, subdivision 
3' and ...1 ..___ ~~ 

~~ 

~~~ 

~~ 

~~~ 

~~~ 

~~

~ 
~~ 

~~ 

~~ 

~~~~

~ 

Q) the foreign royalty deduction under section 290.21, subdivision Q 
Sec. 21. Minnesota Statutes 1986, section 290.01, is amended by adding a 

subdivision to read: ' 

Subd. fife; REFERENCES TO THE INTERNAL REVENUE CODE. Except 
when inappropriate, e reference _i_n 1l_1i_s chapter Q) t_o the Internal Revenue _C_og 
ef 1954 includes e reference t_o Q Internal Revenue Code 9_f 1986, g Q.) t_o 
me Internal Revenue Code ef 1986 includes e reference t_o th_e provisions o_f gw 
formerly known Q E Internal Revenue Code 9_t_‘ 1954. 

Sec. 22. [290.014] JURISDICTION TO TAX IN GENERAL. 
Subdivision L RESIDENT INDIVIDUALS. All gt income 9_f _a resident 

individual jg subject te m_x under gl_1_i§ chapter. 

Subd. _2_: NONRESIDENT INDIVIDUALS. Income gf _a nonresident Q; 
vidual i_s subiect _t_Q t_d_)_(_ under th_i_§ chapter $1 e nonresident individual i_s 

subiect t_o glee return filing requirements under t_h_i§ chapter 19 the extent thy the 

Q) allocable t_o @ state under section 290.17, 290.191, _o_r 290.20; 
(_2_) taxed t_o_ ghe individual under tl1_e Internal Revenue Code gf 1986, eg 

amended through December §l_, 1986, (Q _r£t taxed under th_e Internal Revenue 
Code hy reason o_f he character he; o_f g character which i_s taxable under tfl 
chapter) Q the individual’s capacity Q Q beneficiary o_f §._r_1 estate yv_i‘el_1_ income 
allocable jt_9_ ;l_1_i§ state under section 290.17, 290.191, g 290.20 fifl LIE income, 
taking _ih_t_g account ghe income character provisions ef section 662(b) 9_f Lhe 
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Internal Revenue Code _o_f 1986, Q amended through December 3_1, 1986, would 
bb allocable g)_ gis state under section 290.17, 290.191, b_1_‘ 290.20 g realized by 
’th_e individual directly from glb source from which realized by E estate; 

Q) taxed t_o_ tl1_e individual under E Internal Revenue Code b_f_‘ 1986, Q amended through December 3_1y 1986, £9; E taxed under @ Internal Revenue 
Code Q reason b_f it_s character E o_f g character jag § taxable under gig 
chabterg _ib E individual’s capacity Q g beneficiary _QI_' grantor bl‘ other person 
treated Q 2_1 substantial owner o_fg trust E income allocable tb @ state under 
section 290.17, 290.191, b_r_ 290.20 g1_1_d the income taking big account g1_e_ _~ 
income character provisions o_f section 652(b), 662(b), b_r 664(b) o_f @ Internal 
Revenue Code bf 1986, Q amended through December 3_1, 1986, would bb 
allocable t_o Lis state under section 290.17, 290.191, Q 290.20 _i_f realized by tbg 
individual directly from t‘,h_e source from which realized by gib trust; 

(5) taxed g>_ gig individual under gb Internal Revenue Code o_f 1986, Q amended through December 3_1_, 1986, (Q n_ot taxed under tbg Internal Revenue . 

Code by reason o_f Q character bu_t gf lg character which g taxable underE 
chabterg i_r_1_ gig individual’s capacity Q 3 limited b_1; general partner Q Q partner- 
flib @ income allocable t_Q g1_i_s state under section 290.17, 290.191, b_r_ 290.20 
gr_1_<_l_ g1_b income, taking g1t_o account th_e income character provisions bf section 
702(b) o_f jg Internal Revenue Code bf 1986, Q amended through December 
§_1_, 1986, would Q allocable tb g1_i_s_ state under section 290.17, 290.191, by 
290.20 i_f realized by tfi individual directly from _t_be source from which realized 
by _t_l§ bartnershib; 0__I_‘ 

Q) taxed tb tl1_e individual under ’th_e Internal Revenue Code o_f 1986, Q 
amended through December BL 1986, (b_r_ bgt taxed under tl1_e Internal Revenue 
Code by reason o_f gs character lg b_f _a character which E taxable under _t_h_§ 
chapter! Q tfi individua1’s capacity Q g shareholder o_f Q corporation having g 
valid election Q effect under section 1362 o_f th_e Internal Revenue Code bf 
1986, Q amended through December Q1, 1986, bbbl income allocable t_o iis 
state under section 290.17, 290.191, o_r 290.20 grgl t;h_e income, taking1 
account th_e income character provisions _o_f section 1366(b) o_f tl1_e Internal Reve- 
n_11e Code o_f 1986, Q amended through December Q 1986, would Q allocable 
t_o gig _s_tQe under section 290.17, 290.191, b_1_' 290.20 i_f realized by tl1_e individu- 
a_l directly from tbg source from which realized by g1_e_: corboration. 

Subd. ; TRUSTS AND ESTATES. g trust by" estate, whether resident by 
nonresident is subject t_o t;h_e return filing requirements under _t_h_i§ chapter £1 
t_lg-:_ income o_f Q trust bg estate i_s subject t_o ta_x under E chapter t_o fig extent 
that Q9 income bf t_hg trust b1_‘ estate 

{_1_) allocable tb 1% state under section 290.17, 290.191, br 290.20;' 
Q) taxed t_o th_e trust _O_I‘ estate under bbe Internal ‘Revenue Code o_f 1986, Q amended through December _3_1, 1986, (o_r n_ot taxed under E Internal Revenue 

Code by reason _o_f i_t§ character E bf g character which i_s taxable underE 
chapter) i_g _i_t§ capacity Q g beneficiary Q g trust by estate @ income allocable 
t_o gig state under section 290.17, 290.191, b; 290.20 £1 E income, taking 
_in_to account gib income character provisions gg‘ section 662(b) o_f @ Internal 
Revenue Code bf 1986, Q amended through December & 1986, would be 
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allocable to this state under section 290.17, 290.191, Q 290.20 tt" realized blQ 
trust Q beneficiaty estate directly from th_e source from which realized ‘Ly tlg 
distributing estate; 

(:1) taxed tg me trust Q estate under the Internal Revenue Code Q 1986, Q 
amended through December _3_1_, 1986, (Q het taxed under tlg Internal Revenue 
Code hy reason 9_f i_t§ character _b_1tt _o_f e character which i_s taxable under th_i§ 
chapter) _i_n_ its capacity Q g beneficiary Q grantor Q other person treated Q Q 
substantial owner Q‘ gt trust with income 211Qceat1)_1e tg fl1_i§ figlfi 1161' $2199 
290.17, 290.191, Q 290.20 aid the income, takine j_r1’t_o account the income 
character provisions Q‘ section 652(b), 662(b), Q 664(b) Q‘ tl1_e Internal Revenue 
Code Q 1986, Q amended through December Q4 1986, would Q allocable tg 
t_ln_s_ state under section 290.17, 290.191, Q 290.20 tt" realized hy the beneficiary 
trust Q estate directly from th_e source from which realized hy the distributin 
trust‘, 

(ft) taxed t_o HQ trust Q estate under tQ Internal Revenue Code Q 1986, Q 
amended through December §_l_, 1986, (Q ttgt taxed under th_e Internal Revenue 
Qetle h_y reason Q‘ it_s character b_11t Q‘ g character which i_s taxable under thQ 
chapter) i_n it_s capacity Q g limited Q general partner i_n e partnership _v_v_iQ 

income allocable t_o Qs state under section 290.17, 290.191, Q 290.20 @ the 
income, taking _ih_te account t_he income character Qovisions Q section 702(b) Q 
the Internal Revenue Code Q‘ 1986, Q amended through December _3_h 1986, 
would Q allocable t_o t_h_i§ state under section 290.17, 290.191, Q 290.20 i_f 

realized hy me t_r_1_i§t Q estate directly from ‘th_e source from which realized hy 
the eartnership; Q 

Q) taxed t_q tie trust Q estate under me Internal Revenue Code Q 1986, Q 
amended through December Q, 1986, (Q tQ taxed under me Internal Revenue Q reason _ctf_ i_t§ character E Q z_t character which i_s_ taxable under thts 
chapter) i_n i_t_s capacity Q g_ shareholder Q‘ g corporation having e valid election 
th _e@ under section _l_3_62 Q‘ the Internal Revenue Code Q‘ 1986, Q amended 
through December §_1_, 1986, E income allocable te htie gate under section 
290.17, 290.191, Q 290.20 §n_d ‘th_e income, taking thte account t_l1e_ income 
character provisions o_f section l366(b) Q't_he Internal Revenue Code Q‘ 1986, Q amended through December §_1_, 1986, would he allocable te Qis state under 
section 290.17, 290.191, Q 290.20 i_f realized hy t_he trust Q estate directly from 
th_e source from which realized hy t_he corporation. 

Subd. fh PARTNERSHIPS. A partnership i_s Q>t subiect t9_ ta_x under th_is 
chapter hu_t i_s subject t_o_ t_he return filing requirements under Qi_s chapter E1 _iQ 
partners Qe subject t_Q E under tl_1§ chapter eh their shares Q‘ partnership 
income t_o ‘ch_e extent tha_t tlg income Q‘ the gartnershie 

t_1_) allocable tg fltie state under section 290.17, 290.191, Q 290.20; 
(2) taxed t9 the partnership under tQ Internal Revenue Code Q‘ 1986, Q amended through December 114 1986, (Q het taxed under fire Internal Revenue 

Code hy reason _o_f it_s character hu_t Q" _a character which he taxable under Qie 
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chapter) _in_ 5 capacity _a§ _a beneficiary fig estate 1it_l3 income allocable t_o t_hi§ 
state under section 290.17, 290.191, g 290.20 £1 tl1_e income, taking ii 
account Q income character provisions o_f section 662(b) o_f E Internal Reve- 
bgb Code o_f 1986, _z§ amended through December Q, 1986, would E allocable 
t_o @ state under section 290.17, 290.191, by 290.20 if realized Q tl1_e‘bartner- 
s_hib directly from 315 source from which realized by _t_l§ estate; 

Q) taxed t_b _tb_§ partnership under be Internal Revenue Code o_f 1986, a_s 
amended through December L 1986, (b; _1_1bt taxed under E Internal Revenue 
_(_Ib_d§ by reason 9_f 9 character Q11 o_f b character which i_s taxable underE 
chapter) i_n it_s capacity _a_s_ b beneficiary o_r grantor g other person treated g b 
substantial owner o_f b trust E income allocable t_q @ _stajte under section 
290.17, 290.191, b; 290.20 £1 g income, taking ii account tfi income 
character provisions bf section 652(b), 662(b), 9_I_‘ 664(b) o_f tl1_e Internal Revenue 
Code bf 1986, Q amended through December 3_1,. 1986, would bb allocable t_o 
t_hi§ state under section 290.17, 290.191, b; 290.20 b‘ realized by th_e partnersg 
directly from fl1_6_ source from which realized by % trust; br 

(1) taxed t_o tl1_e partnership under t11_e Internal Revenue Code o_f 1986, bg 
amended through December ;1_, 1986, (g n_o’c taxed under §l_1_§ Internal Revenue 
Qbd_e_ by reason bf 5 character @ 9_f b character which Q taxable under gig 
chapter) Q it_s capacity Q g limited br general partner i_n b partnership _v_vit_h_ 

income allocable t_o Lis state under section 290.17, 290.191, g 290.20 g_n_q _t_1_1_e 

income, taking ii account th_e income character provisions o_f section 702(b) bf 
t_h_§ Internal Revenue Code bf 1986, § amended through December Q, 1986, 
would beallocable t_o E state under section 290.17, 290.191, Q 290.20 b‘ 
realized by Q second Lr partnership directly from E source from which 
realized by ]:_h_e_ fi_r_s_t_ Er Qartnershib. 

Subd. _5_. CORPORATIONS. A corporation having b valid election Q effect 
under section 1362 bj'1:l1_e Internal Revenue Code bf 1986, § amended through 
December _3_1b 1986, § n_ot subject t_o ’ta_x under @ chapter, except § provided Q section 290.9725, _lg1_t _i_t§ shareholders g £1 Q i_s subject jc_o_ th_e return fig 
requirements. Corporations brb subject t_o Qt; return filing requirements a_n_g tb 
beg under gs chapter tl1_e corporation Q exercises it_s franchise Q t_o engage Q 
Ebb contacts wi_tb t_l_1_i_s_ btbg gs t_o_ cause })21_rt o_f th_e income o_f fry corporation Q 
99; 

Q) allocable _tb E state under section 290.17, 290.191, 290.20, 290.35, Q1: 
290.36;

‘ 

Q) taxed t_o_ E corporation under _t_l’l§_ Internal Revenue Code o_f 1986, Q 
amended through December 3_1_, 1986, Lbr b9_t_ taxed under _t_l§ Internal Revenue 
Code by reason bf it_s character E o_f b character which _i§ taxable underE 
chapter) i_n it_s capacity ab a beneficiary o_fa_n estate E income allocable t_o fig 
state under section 290.17, 290.191, b_r_ 290.20 £1 ‘ch_e income, taking ii 
account th_e income character provisions o_f section 662(b) Q ]:_h_§ Internal Reve- 
nbb Code o_f 1986, Q amended through December _3_l, 1986, would Q allocable 
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‘Q tl_1_ie state under section 290.17, 290.191, eg 290.20 if realized py tfi corpora- @ directly from flue source from which realized py fie estate; 
(3) taxed te the corporation under the Internal Revenue Code o_f 1986, _a_t_s_ 

amended through December gt, 1986, (9_r n_o_t taxed under th_e Internal Revenue 
ggge py reason 9_f it_s character t)_u_t e_t_‘ e character which i_s taxable under tl_1_i§ 
chapter) in its capacity Q g beneficiary pg grantor pt other person treated eg e 
stfiastantiai '07/ner pf e trust witp income allocable t_o_ @ stai e1_1_c1e_§ eegtjgn 
290.17, 290.191, Q‘ 290.20 £1 Qe income, taking _1I'£)_ account t_l_1e income 
character provisions pf section 652(b), 662(b), g 664(b) 9_f the Internal Revenue 
Code pt‘ 1986, e_s_ amended through December 11,, 1986, would be allocable tg 
tfl state under section 290.17, 290.191, g 290.20 p‘ realized by the corporation 
directly from t_he source from which realized py ‘ch_e trust: 9; 

(ft) taxed t9 the corporation under t_l§ Internal Revenue Code pt‘ 1986, _a_§ 

amended through December 3_1, 1986, Q Lot taxed under the Internal Revenue 
_C_ege py reason _o_f _i_te character b_ut o_f e character which i_s_ taxable under t_11i_§ 
efltpter) _i_rt i_t_§ capacity es _a limited pt general partner i_n_ 2_t partnership@ 
income allocable te E state under section 290.17, 290.191, g 290.20 enei t_l_i_e 
income, taking ye account the income character provisions o_f section 702(b) pf 
tee Internal Revenue Code pt‘ 1986, g amended through December Q, 1986, 
would _L allocable t_Q th_i_s state under section 290.17, 290.191, 9; 290.20 i_f 

realized py E corporation directly from me source from which realized by t_l§>._ 
partnership. 

Sec. 23. [290.0l5] MINIMUM CONTACTS REQUIRED FOR JURIS- 
DICTION TO TAX TRADE OR BUSINESS. 

Subdivision _I_, GENERAL RULE. A person, other thee e resident individ- 
gel, tltet conducts e trade pg business with its principal place pf business outside 
o_f Minnesota tg subject Q the taxes imposed py thg chapter gig respect tp t_l_1_at 
trade g business i_f E trade er; business makes sales 95 receives other income 
tfit _i§ assignable (_)£ apportionable tg t_hie gte under section 290.17, 290.191, 
290.20, 290.35 pg 290.36 without regard t_o physical presence tr_1_ t_hi§ §t_ate_, 
except ee govided _i_t1_ subdivision ; Activities tlgt create jurisdiction tg t_2p_c 
under Q1_i_s_ chapter include, _b__ut a_re pet limitedQ 

(_1_) having e place o_f business Q th_is state; 
(2) having employees, representatives, g independent contractors conduct- ' 

jpg business activities i_n this state", 

Q regularly selling products o_r services pf e_n_y kind g nature tp customers 
i_xt this state who receive tlg product 9; service Q this state‘, 

(3) regularly soliciting business from potential customers _ip _th_is state; 

(2) regularly performing services from outside this state which ete con- 
sumed within Q_i_s_ state; 
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(_6_) regularly engaging Q transactions with customers Q _th_is state that involve 
intangible property, including loans b_ut _r_1_o_t property described Q subdivision 1, 
paragraph Q), Q1 result Q income flowing t_o ’th_e person from within Qis state; 

(1) owning Q leasing tangible personal Q real property located Q this state; 
or - 

Q) Q" Q financial institution, regularly soliciting and receiving deposits from 
customers Q this state. 

Subd. -2; PRESUMPTION. 5 person i_s presumed, subject t_o rebuttal, t_oQ 
engaged Q regular solicitation within Q state fig conducts transactions described 
during Qy ’ta_x period Q, fig financial institution i_fth_e Q o_f it_s assets Q1 ’th_e 
absolute value o_f i_t§ deposits attributable t_o sources within glQi_s_ state equals Q 
exceeds $5,000,000. Assets Q1 deposits must pp attributed Q sources within Q state py applying tlQ principles established under section 290.191. 

Subd. Q EXCEPTIONS. Q) A person Q Q~t subject t_o ‘(Q underQ 
chapter th_e person Q engaged Q th_e business o_f selling tangible personal 
property QC} taxation o_f _tQ_ person under 1l_1_i_s chapter i_s precluded py Public Q Number 86-272, United States Code, t1't_le Q, sections fl t_oE 

Q) Ownership Q‘ Q interest Q _t_l_1_e following types 9_f property shall -1_1QQ 
g factor Q determining whether §h_e owner i_s subiect t_o m_x under QQ chapter: 

Q) Q interest Q _a r_e_a_l estate mortgage investment conduit, _a ll estate 
investment trust, Q g regulated investment company, Q those terms Q defined Q Q Internal Revenue Code o_f 1986, Q amended through December Q, 1986; 
£121 

(2) Q interest Q _a loan—backed security representing ownership Q _a pool o_f 
promissory notes Q certificates Q‘ interest Q participation Q such notes which 
provide fQ payments Q relation Q payments Q reasonable projections 9_f pay- 
ments o_n th_e notes. 

Subd. gt_. LIMITATIONS. ll_1_i§ section _<_1_oQ n_ot Q) subject 2_1 Q Q 
business t_o a_ny regulation, including Qy t_a)5, o_f a_ny lc)_ca_l QQ; o_f government Q 
subdivision QQ Q tl1_e tQ_d§_ Q business QQQ Q31 QQI; Q tangible Q 
r_egl property located within Qip state Q1 l_1_8._S Q employees Q independent 
contractors present Q Q3 state Q assist Q th_e carrying o_n o_ft_lQ business‘, Q g_2_) 
exclude g t_rQlp Q business tl1_e fili_ng requirements Q Q notice o_f business 
activities report under section 290.371. 

Subd. Q DETERMINATION AT ENTITY LEVEL. Determinations under Q section with respect t_o trades Q‘ businesses conducted l_)y 2_1 partnership, 
trust, estate, Q corporation with Q election Q effect under section 1362 Q‘ Q_e_ 
Internal Revenue Code, Q any other entity, Qe income Q which Q Q mayQ 
taxed Q it_s owners Q beneficiaries must Q made with respect Q _t_l_1g entity 
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carrying on the trade or business and p_o_t_ respect t_o owners <_)_r_ beneficiaries 
of the trade-dr business Q5; taxability gf which under th_is 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; }l‘4P9SI- 
5I1I9N; MEASURED fig EE/__I: 

An annual excise franchise tax is hereby imposed upen every domestic 
eerperatienfertheprhflegeefadsfingasaeefiaemfiendaringenypartefits 

mflreeéeempanieeferthegrentteiteftheprwflegeeftraasaetingerferthe 
aetualtranswfienbyitefenybeaibusimsswithinthisstateduringanypafief 
%stmeableyeafimeerperMeerergenizeéferm9p1li§exercisegftl;e_<fl&mtg 
franchise t_o engage i_n contacts 1i_t_h_ fl1i_s_ §t_ate gt; produce gfi income attrib- 
utable 1:_g sources within tl_1i_s state is imposed upon every corporation that s_o_ 
exercises it_s franchise during tl_1_e_ taxable year. 

Contacts within % sfi Q not include transportation i_n interstate 9; 
foreign commerce, gr; both, by means 9_i_' ships navigating within g through 
waters th_at Q made international fig navigation purposes by a_n_y treaty _o_r 

agreement to which _t_h_e_ United States i_s_ a party. 

The tax so imposed shall be measured by such corporations’ taxable net- 
income gg alternative minimum Q base for the taxable year for which the tax 
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)Fereigneerperatienenettaxab1eunéerseefien2-90:9%whiehewnprep- 

eensistsexelusivelyeffereigneemmeree;interstateeemmeree;erbefl+; 

Basinesswithinthestateshaflnetbedeemedteineludetrenspertetienin 
intemamer¥ereign%mmeree;erbeth;bymeanee£shipsna¥igatingwithiner 

treat-yeragreementtewhiehthelslrritedstatesisapaiw 

9-) Resident and nonresident individuals; 

(-3) Q) Estates of decedents, dying domiciled within or without this state; 

Changes or additions are indicated by underline, deletions by st—r-ileeeut.
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(4) Q) 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 4-9-54 186, as amended through December 31, 4-986 1986, and that is 
subject to tax for such taxable year under section 402(e) of the Internal Revenue 

_ 
Code of 4-954 1986, as amended through December 31,, +985 1986. 

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

Subd. 2. The amount of tax imposed by subdivision 1 shall be computed 
in the same way as the tax imposed under section 402(6) of the Internal Revenue 
Code of -l-9-54 _l_9_§6_, as amended through December 31, -1-986 186, except that 
the initial separate tax shall be an amount equal to ten E times the tax which 
would be imposed by section 290.06, subdivision 2c, if the recipient was an 
unmarried individual eleet-ing to deduet -federal ineeme taxes, and the taxable 
net income;exeludingtheereditsailewedinsee+ien%99:96;subdi+4sien3f; was 
an amount equal to one-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 +954 E, as amended through 
December 31, 4-985 l9_86, to paragraph (l)(A) thereof shall instead be references 
to subdivision 1 of this section. 

illhe ameant eat‘ any fi=em a qualified pension er prefi-t-sharing 
planwhiehisreeeivedasalumpsumdistributienshaflberedueedtetheadent 
ef any 

(-Hnetprewdeuslyallewedasadeduetienbyreesenefaehangeinfederal 
lawwhiehwasnetadeptedby%finneset&ierataxableyearbegianingin+944er 
thereafter: er ,

- 

(2-) designated as an employee eeatribatien but whieh the employing unit 

was made: 

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

Subdivision 1. The following corporations, individuals, estates, trusts, and 

Changes or additions are indicated by underline, deletions by strileeeut.
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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 section %99:02—) 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 functions: 

(9) mutual insurance eempenies er esseeiet-ions; ineluding interi-nsurers and 
reeipmealundeH+rRers;th&tamammptasprevidedintheRevenueAetef+9%6. 

Sec. 29. Minnesota Statutes 1986, section 290.05, 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 definedin chapter 67A, grid nonprofit health 
service E corporation_s_, §§ defined in chapter 62C, are subject Q taxation 
under chapter _2_!_9_O_ unless grey grg exempt from taxation under subchapter E of 
t_h_g Internal Revenue Code _o_f 1986. 

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

Subdivision 1. COMPUTATION, CORPORATIONS. Q) The pr-i=v=ilege and 
i-neeme taxes _t_a)_< imposed by this chapter upon corporations shall be 
computed by applying to their taxable net income in exeess of the app!-ieable 
deddetiens allowed under seetien 2-90.-2+ the fellewi-ng rate-3+ 

€H9nthefirst$73§;99G;fer+he§rstta*ableyeafbeginfling&fterDeeember 
%h+98+&ndbeiereJ&nuary47+98%ninepereentand;£erta*ableyearsbeg%n- 
fi4fifi&5€6fDeeembef34:+982gsixpereent:pre~ddedthat;intheeaeee£a 
eerperatieahmdngtwmblenetineemeafleeetedtethisstatepursuanttethe 
pre~4siensefseeden%99rl9;%9G=20;%90£5;er%90r36;theemeuntefineeme 
sabjeettethisr&wshaHbethatprepefi&enef$%5;909whiehitsineemeeHeea- 
bletethisstatebearsteitstetaltaxablenetineemegand 
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(-2-) 9n the remainder; -1% $3 o_f A percent adjusted _2_1_s provided Q 1% 
graph (Q). 

(Q) _E9__r_ taxable beginning after December 3_lz 1989, Q_e_ commissioner 
o_f revenue Qgfl adjust ‘th_e E provided Q paragraph (a) as provided Q Qi_§ 
paragraph. fiy December _l; 1989, E commissioner shall prepare _a forecast o_f 
revenues predicted t_o Q raised @ taxable years beginning Q _1_g9_Q by th_e 
franchise Er Q corporations under this chapter Q taxable years beginning Q 
1990, including Qg ta_x_ under section 290.092, computed § Q‘ E Q _vge__r_e_ 
imposed under section 290.092, subdivisions 1 t_o 111 ggd 33 rag Q effect Q jt_l_1_i_§ 
subdivision were E percent. fie commissioner g1a_ll adiust th_e ga_t_;e_ provided Q paragraph (a) so E 1:h_e amount forecast t_o be raised by Q franchise _t_a_x_ gn 
corporations under Qi_s chapter, including th_e ta_x under section 290.092, subdi- 
vision Q, is equal t_o t_h_e_ amount o_f tl1_e forecast computed as i_f th_e E under 
section 290.092, subdivisions 1 Q 4_1z _gv_e_r_§ Q 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 w-he elect te deduct federai i-neome taxes under 
section %90:688 must be computed by applying to their taxable net income the 
following schedule of rates: 

netever$~8—7-5 -1—.§pea:-eent 

ever-$8-7—5butnet $-1-Splusa-Bpereentefthe 
e=ver$-1-;-159 exeesse¥ei=$84—5 
e=ver$-l77§9bu«tnet $-3-1-plus2-.-9pe1=eenteft-he 
e=v=er$3fi99 exeesse¥er$-17769 
e=ve1=$3,—599butnet $8-1--plus4—.8pex=eentef 
e=s=e1=$§,—3-76 tl=teexeesse=ver$3,-599 
ever-$5-,-317-5buta<->t~ $-1-7-1-plus-5.-9pereentef 
e=e=er-$4-,9G9 theexeesse¥er$§;-397-5 
ever$-7—,99(-Hautnet $%64plus6.—1—pereentef 
over$-7-,—B-5 theexeesse=vei=$-7:999 
ever$-77l—2—5bu~tnet $2—7—5pl-us—7.w’.1pereei+tef 
ever$8;8-7-5 t-heexe_essever$-7—,H-5 
oveE$r3;8-7—5butnet $491-plusv8.—3pereentef‘ 
ever$-1-2,—37§ theexeessever$8;8-7-5 
ever$-H7347-Sbut-not $69-1-plus9.—3pe1=ee1+te£ 
e=ver$-1-4;O99 theexeesseveréfi-1-273-76 
e=vei=$-1-47999butnet $-84§.!p1-us-1-Qpereeatef 
ew=er-$463999 fl+eexees9ever$lr4;G99 
e=ver$-1-6;999butnet $-l—,94§.1plus-1-l-pereent 
ever$2—1,—599 eftheeaeeesse=s=er$—1-6;G99 

Changes or additions are indicated by underline, deletions by st-z=i-leeout.
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$l—,64-Hales-1—1T3pereen% 
ef’eheexeesse=v=e¥$-2-1-,é00 

-$l—,7-1-Spl-us-l—2.—3=pereent 
e¥=Eheeaeeesseve1=$%271-2-5 
$%;«1—3-3plus—l%-.6pei=een% 
aft-heexeessever$2=’>,—500 
$25-1—l~plus-l—3419ereen’e 
ef’eheexeessevef$2'}8;§99 
$%,—9§—7pl-us-l4:0per-eenie 
oft-hee'xees5ever$-3477-50 

viéuelsfilingjeintretumsmustbeeemputeébyepplyingfeeheirmxableneé 

Q) Pg taxable years beginning after December Q51, 1986, and before Janu- 
g1_1_'_3g 1, 1988 

i_f taxable income 

Q) for taxable years beginning after December 114 1987 
i_f taxable income 

netever$+,—200 

e=v=e1=$4—,-200b&tne’e 
eve£$-1-,-700 
ever$-1,—7(-)0bu%net 
e=v=er$-23400 
evef$27799bfl¥fi6% 
ever$5;600 
e=v=e1=$-5;699bu’enet 
e=w=ei=$9,—l-00 

evef$9,-1~99bu%-not 
e=e=e1=$4v'l-,-600 

evei=$r1%;600l9u%net 
ever$-1-7:800 
evei=$—l—7:800bu£ne% 
e=o=er$30;800 
eve1=$39;8G9 

gig o_ve_r $4,000 
9V_6E §"_4__14 000 1331 EL! 
fie; §>11,000 
gyg §>11,000, bit n_o’g 
9_\;9_1_‘ $21,000 
ggg $21,000 

319; over $19,000 
over $19,000 

Changes or additions are indicated by underline, deletions by séri-leeeué. 

-1-.—7lpereent 

$%0plus2¢}pe1=een%eft-he 
exeesse’v=ex=$-1-,-2-00 
$—3-l-plusarhaereenieefthe 
exeesseve1=$-177-00 
$§4plus-3:3pereen%ef 
%l&eeaeeessever$%,—700 
$rl60plas-5.—3pei=een%eaF 
=eheexeesse=v=ei=$-5;600 
$33§pl=as6:8pei=eei¥eef 
t-heexeesse=v=er$9,-100 
$§—7-3plus8épereei=t%ef 
=Eheexee9seve1=$-1-2-,600 
$-1—,0~l—5plus9.—3pe1=een«*.e£ 
t—heeaeeessever$-1-77800 
$££i-4191-&59r9pe1=een-Eef 
t»heeaeeesse=o=er$-30;800 

LEE t_a_X_ 
£_l Qercent E IE Q P___€r0Bnt 0_f 1112 
excess o_vg1_‘ $4,000 
L312 P_11_1§ § I3j_erC6I1t Qf t_h_6. 
excess gye_r $11,000 
$1,380 E 2 gercent Q 
gig excess ye; $21,000 

_6_ Qercent 
$1,140 plus § gercent 9_f_‘ 
_t_l'§ excess over $19,000‘,
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p_lu_s Q amount egual ]Z_Q t_e_n_ percent pf th_e ta_x paid py ‘ch_e taxpayer under 
section fig) o_f Q Internal Revenue Code o_f 1986, Q amended through Decem- 
lp§_r _3_l, 1986. 

(e) (p) The income taxes imposed by this chapter upon unmarried individu- 
als, married individuals filing separate returns, estates, and trusts that eleet -to 
deéuet federal ineeme taxes under seet-iea 2-90:0%8v must be computed by apply- 
ing to taxable net income the following schedu1e_of rates: 

9355 $9,000 
gag; $9,000, p_u_t_ pp; fir $16,000 
Q/E $16,000 

over $13,000 

nete=s=e1=$409 -1—.—3pereent 

ever$400butnet $919139-I—.9pefeefi%ef’ehe 
e=s=er$—1—,4(-)0 exeesse=ver$-7-00 
e¥e1=$-1—,400butne% -.‘3£%19l-us-3.—2per-eenteefthe 
e=v=er$2;800 eaeeesseveréfi-1:409 
evei=$7’!;800ba~tnet $6¥1al:us-5:4pereentef 
evef$4,—30(-) theexeeese=vei=$2;8r09 
ever-$4,—300bu-t-net $-148p}us6-.9pei=eentef_ 
ever-$-5;-7-00 theexee9se¥e£$4,—399 
ever$§,—7¢00bu%ne_t $2-4§p1us8=4-pereentef. 
evei=$-771-00 tleeexeeseeve1=$§,-700 
e¥er$-7‘,-l-Oebutnet ~$-36;-plrus9=8pe1=een-tef 
ever=$9;9{-)0 tl=2eexeesse=v=er$-771-09 
ever$-9;900but-net $63—7pl-us-I-171-pereentef 
eve1=$-1-27800 theexeessever-$~9;900 
evei=$—1%;809butnet $9§9plue«1-2-.4pereente£ 
ever-$-l‘5;4G9 theexeessevei=$-147390 
e=v=ef$-1-5;400leutnet $-1-,-28-1~plus—1-3:6pereente£ 
e¥er$-1-9;4-00 tleeeJeeesse¥er$-1—5;4-99 
ever$—1-9;400 $-l:82§plus-14pei=eent 

eftheexeesse=ve1=$-1-9;400 

Q) £9; taxable years beginning after December _3__1_, 1986, a_p_d_ before Janu- 
ggy 1, 1988 

if taxable income E tfl 
po_t over $3,000 4_1 percent 
over $3,000, p_u_t_ Q $120 plus _§ percent 

pf _tl1;e_ excess over $3,000 
$480 flip § percent 
o_i'tl1_e excess over $9,000 
$1,040 E 2 percent 
pf _tl1§ excess over $16,000 

(_2_) E2; taxable years ‘beginning after December 31, 1987 
i_f taxable income th_eE 
pg’; over $13,000 §_ percent 

‘$780 pg § percent 
_cp°1:11_e excess over $13,000‘, 
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PLIE Q .._____3m0“nt __€l_._€ 
113132 E3 2.___°Y°em 91‘ £h_e IE HE E! LIE Lélififl E13191 

section l_(g) o_f th_e Internal Revenue Code 9_f 1986, gs amended through Decem- 
llqg 3_1, 1986. 

(d) (9) The income taxes imposed by this chapter upon all other unmarried 
individuals; marnieé fil-i-ng separate 1=etur-ns; estates; and t-Haste _quali- 
fying as _£_l_ 

head 91' household _a_s_ defined in section gg) 9f the Internal Revenue 
Code 9_i_‘ 1986, as amended through December Q1 1986,_must be computed by 
applying to taxable net income the following schedule of rates: 

nee ever $399 -1- pereent 

eve1=$%09butnet $3plus-1—.—3pereentefthe 
e=ver$699 exeesse=v=er$-399 
e=»=ei=$609bu%neIe $-':‘13lr&s-1—.6pereen4eefthe 
ever$999 eaeeesse=v=e1=$6(-)9 
e=ve1=$96919v:tneie $-1-§.119lr\.-192:1-per-eentef 

e~=ei=$-17399 %heexeesse=»=er-$9(-){-) 
eve1=$-1-,-309bu%net $2-Gpl-us2.—7pereente£ 
e~=er$%;009 t-he'exeesse=ve1=$+,-399 
e=ve1=$-2-,09{-)butnet $39plus%£lpereente£ 
e=~=ei=$2—,8(-)9 thee1eeesse=ve1=$2—,909 
ever$2;%99lautne% $69plus4-.-épereentef 
eve£$4,—399 ’eheexeessevei=$2—,899 
eve1=$4,—39(-Heutnet $-1-36191-us6.—1-pe1=een’ee£ 
eve1=$6,4(-)9 ’eheexeesse¥e1=$4;399 
even“-$6;49Gbutnet 
eve¥$9;490 
e=ve1=$9;409butnet 
e=ve1=§‘rl~6,-200 
eve1=9.c‘rl-6%99 , 

eft-hee7eeesse=vei=$-1-6,499 

(_l_) Q‘ taxable years beginning @ December§L 1986, _a_r_1_d before Janu- 
flX.1_z.]$:_ 

if taxable income 
11gt@$3,500 
g'§g$3,5O0,1_3_1gflo_t 
o_\'e_§$10,000 
@§B10,000,gu_tgo_t 
gmgnasoo 
gve_r§ 8500 

Q) E t_@2§1_51§ YEIE l_3§EiL1in.E 23.9! _j__.D9°emb°T 31.1.:K 
Lf 121% .i_1.1_°._Q1_11_° Q t_a.x. is: Lt 91$: $_1§,9_(& gercent

_ 
QE §_l_5_,_QQQ 960 p_l1_1§ § Qercent 

f t e excess o_v§;' $16,000; 
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plus Q amount egual tp te,_n percent o_f t_l§ ta_x paid bl th_e taxpayer under 
section fig) pf gig Internal Revenue Code o_f 1986, § amended through Decem- 
_l;)_f_3[ 3_l, 1986. 

(e) (c_1) In lieu of a tax computed according to the rates set forth in this 
subdivision, the tax of any individual taxpayer whose taxable net income for the 
taxable year is less than an amount determined by the commissioner must be 
computed in accordance with tables prepared and issued by the commissioner of 
revenue based on income brackets of not more than $100. The amount of tax 
for each bracket shall be computed at the rates set forth in this subdivision, 
provided that the commissioner may disregard a fractional part of a dollar 
unless it amounts to 50 cents or more, in which case it may be increased to $1. 

(8 Le) 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 
gross income; eernputeel as if the Q defined Q section Q pf thp Internal Reve- 
gyp Code pf 1986, g amended through December 311‘ 1986, a_t_7t_<_e§ applying gig 
allocation £1 assignability provisions of section 290.081, clause (a),'290.l7, 

2; er 2-9G.—l—7-l- applied; and 

(2) the denominator is the individual’s federal adjusted gross income § 
defined Q section Q o_f@ Internal Revenue Code 9_f 1986, 2_1§ amended through 
December Q, 1986. 

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

Subd. 2d. INFLATION ADJUSTMENT OF BRACKETS. La) For taxable 
years beginning after December 31, +985 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 py E percentage determined under paragraph 
(Q). 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, -1-984 1987, and 
before January 1, -1-986 1_9_9_l. The rate applicable to any rate bracket must not 
be changed. The dollar amounts setting forth the tax shall be adjusted to reflect 
the changes in the rate brackets. The rate brackets as adjusted must be rounded 
to the nearest $10 amount. If the rate bracket ends in $5, it must be rounded up 
to the nearest $10 amount. 

(_b) The commissioner shall adjust the rate brackets by the percentage deter- 
mined unéer pursuant t_o Q9 provisions _o_f section 1(i) of the Internal Revenue 
Code of -1-954 _l28_6_, as amended through December 31, -1-98-5 _1__9_8_6, except that 
in section 1(i)(3)(B) the word “-1984 E” shall be ‘substituted for the wor “ 

-+983 1987.” Egg 1991, the commissioner shall then determine the percent 

Changes or additions are indicated by underline, deletions by strikeeat.
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change from the 12 months ending on September -30; -1984 August £1 1m to; 
fer -I-986; the 12 months ending on September -30; -1-98-5 flgst fly _1_92Q, and In 
each subsequent year, from‘ the 12 months ending on September -39; -1-984 
3_11 L9_§g, to the 12 months ending on September -39 Apgit Q of the pfeeeéffig 
year preceding mg taxable ypgg. 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. Q ELDERLY AND DISABLED PERSONS. Q individual _rg_a_y @ Q credit against @ E dug under _t_l_1is chapter 5311 t_o Q percent pf tl1_e_ 
credit Q which tl1_e individual qualifies under section 22 91‘ §l_1_e Internal Reve- 
pg Code 9_f 1986, Q amended through December :31; 1986. 

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

Subd. _2_l_. ALTERNATIVE MINIMUM TAX. (Q) A cogporation i_s allowed 
g credit £9; alternative minimum ta_x previously ppi_c1 Q spy taxable y_e_z_1g ip 
which tl1_e corporation _h_2§ pp _ta_x liability under section 290.092, §_1_1_d has Q 
alternative minimum §a_x credit carryover from g previops year. '_l‘_l_1p credit shall 
b_e gqpgp _t_g t_h_e_ lesgr 9f (1) 1l_1p excess o_f tl1_e Q under section 290.06 f9_1; thp 
taxable }Le_a_r_ pyp; 1_h_e amount computed under section 290.092, subdivision L 
clause (pl, fig th_e taxable ypay, pg (2) me alternative minimum E credit 9_2_1_r;; 

gyover ftp _tl_i_e taxable ygzp 

Q3) Ipg gay imposed under section 290.092 £o_1_* spy taxable E‘ is 2_1 credit 
§<_)_r_ alternative minimum ta_x previously 1 which 5 Q carryover tp gaw_h pf t_hs 
lg taxable years succeeding gig taxable year. Leg entire amount o_f slip alterna— 
tiyg minimum tax credit must lg carried 19 1l_1g earliest _gj'_’tl1_e taxable years t9_ 
which spc_h_ amount may pp carried. [lg portion pf pigs alternative minimum 
tfl credit which is carried 19 psc_h o_f t_h_s other taxable years 19 which th_e credit 
spay by carried 5 tpg excess, if fly, pf _t_hp credit 9ypr_* ’ch_e amount allowable 
under paragraph (31) E each o_f the taxable years t_o which t_h_e_ credit gg pp 
carried. _I_p pfl taxable E _ip which Q credit is allowable under paragraph (pg 
‘ch_e credit L1; alternative minimum m_x previougy gig gr_1u_fl pp p_s_§_c_1 beginning 
yv_i_t_l; $3 earliest taxable @ from which th_e credit my _b_e 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 -1954; 
as amended through Deeember -3-1-, -1-986; 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 eenabined 
federdadjustedgressincommplwtheerdinaiyineemepefibnefanymmp 
wmdistributienandersee&en402(e)efthe}nternalRevenueGedeef+9§4;as 
amended thfeugh December -34-, -1-9-85; of the claimant and a spouse, if any, as 
follows: 

income up to $-l-0;999 $12,200, $720 maximum for one dependent, $1,440 
for all dependents; 

i-neeme of '$'1'9;99-l- to $4-1-,-Q99; $660 max-inaum for one dependent; $47320 
for all dependents: 

income over $—l—l—,000 $12,200, the maximum credit for one dependent shall 
be reduced by $-l-0 $12 for every $200 of additional income, -$2-0 $fi for all 
dependents; 

f_og income (_)_f $24,001 and over, no credit shall _l_>_§ 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. Q INCOME. E9; purposes _(g"Q1_is_ section, “income” means t_h_e sum 
pf t_l_1_e_ following:

' 

Q) me greater o_f federal adiusted gross income § defined Q section Q _o_f @ Internal Revenue Code gr zero; gig 
Q) th_e sum Q % following amounts 9 @ extent E included Q clause 

Q); 

Q) ah nontaxable income; 

(_i_i) the amount o_f a passive activity log that i_s Qt disallowed Q a result pf 
section 469, paragraph Q) 9; Qyg" fie Internal Revenue Code afil th_e amount 
pf passive activity l()_s_s_ carryover allowed under section 469(b) o_f fie Internal 
Revenue Code; 
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dman_a_m__ount~.%L11dt9Q1swJ112fe2x9§d1L§s§9£g&1Efi;q£a{_mm<1e_N: 
edness 9_i_‘ a solvent individual excluded from gross income under section 108(g) 
o_f th_e Internal Revenue Qgc_l_e; 

(11) ___cash 1o___ub1ic a_ssi§tan_c<*». and ::e.1i§£; 

gr) E pension 9; annuity (including railroad retirement benefits, a_l1 pity 
ments received under ‘th_e federal Social Security fig, supplemental security 
income. and Vet6r._a_nS 1£.1.12f1_t§L _V!h_i.0_l_1 fléé £t_0_t flail./21:1 fi1_n<k<_1 IQ! t_h_e ELI}: 
ant or st;oTse, or which _\&§ funded exclusively pay 113 gl_a_i_r_n_2;n_t 9; gals; _'c_\_I_1£1_ 

EH15]? funding payments were excluded from federal adiusted gross income i_n 
mg years when 3112 payments were made; 

(31) interest received from tlgg federal pr; 3; state government 9; fly _in_s’t_rg 
mentality 9; political subdivision thereof; 

{vii} workers’ compensation; 

(viii) nontaxable strike benefits; 

Lil) gig gross amounts pf payments received ip tl1_e Er; o_f disabilit 
income 9_[ sick fly §_s_ Q result 91‘ accident, sickness, 93 other disability, whether 
funded through insurance 9; otherwise; 

~~~ 

~~ 

~~ 

~~~ 

~~ 

~~~ 

~~ 

~~~ 

~~
~ 

Q9 fie ordinary income portion pf a_ lump sum distribution under section 
402(e) o_f ge Internal Revenue Code;@ 

(Li) contributions made py pipe claimant :9 ap individual retirement account, 
including _a qualified voluntary employee contribution; §_implif1ed employee pep; 
_s_i9p fl1_r_1_', self-employed retirement plan; _ca_s_13 o_r deferred arrangement pgp 
under section 40l{k[ 91‘ the Internal Revenue Code; gr deferred compensation 
pl_a_n under section 4_5Z pf tl1_e Internal Revenue Code. 

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

Subd. Q, _lf_9_r_ pugposes o_f th_i§ section, “Internal Revenue Code” means gig 
Internal Revenue Code pf 1986, ag amended through December 3:1, 1986. 

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

Subdivision 1. CREDIT ALLOWED. I-n add-it-ien to the éeéuet-ion p1=evid- 
ed in seetien 29699; 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) 42:5 _§ percent of the first $2 million of the excess (if any) of 

( l) the qualified research expenses for the taxable year, over 
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(2) the base period research expenses; and , 

(b) 6&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 39 fl(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 -39 g_l_(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 -39 
fl(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 39 fl(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. 

((1) “Internal Revenue Code” means the Internal Revenue Code of -1-954 
1986, as amended through December 31, -.1-984 1986. 

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

Subd. 3. LIMITATION; GA:RR¥BA:GK AN-B 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 nonrefundable 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 credit 
earrybaekteeaehefthethreepreeeéingtaaeableyearsandareseareheredfi 
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. 

gufeegeetyg‘ eafizybaekaaéepthiesuladiv+s1en—' 
" ,inlieue£theper—ieéeflirnitatien 

preseébeéinseetiena%99A6aad%90r59;theperiede£Hmita%iensh&Hbethat 

fellewingtheendefthetaambleyearinwhiehtheresearehandaeperhnental 

eaetendedt-ime: \¥ithrespeetteanype1=tieae£aereditearrybaek£rem&taxaJeie 
yearettflbutableteelessearfibaekfremasubsequenttmmbleyeafitheperied 
efHmit&fiensshaflbethatperiedwhiehendswiththeaepiraHenefthe+5thday 
efthe46thmenth£eHevHngtheendefthesubsequenttax&bleye&r;plus&ny 
e&ensiene£timegrantedferfilingthereturn;butenlyifthereturnwasfiled 

I-nan-yeaseiinvhiehataarpayerisent-itledtearefa-nd 
inaeerrybaekyearduetetheearrybaekefaresearehandaepeémemalaependk 
tureereditfinterestshahbeeemputeéenlyfremtheendefthetaxabbyearin 

Wit-hrespeettean=ypertiene£eerediteaH=ybaele£rem 
etmeableye&r&ttHbutebbtealesse&rrybaek£remasubsequenttaxab1eye&fi 
interestshallbeeemputeéfremtheendefthesubsequenttaaeableyear: 

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 -39 g_1(r)(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 4_l_(f)(3) of the 
Internal Revenue Code, except that “December 31, 1980” shall be substituted 
for “June 30, 1980.” 

See. 44. Minnesota Statutes 1986, section 290.068, subdivision 6, is amended 
to read: 
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Subd. 6. ADDITIONAL CREDIT. (a) Egg taxable gals beginning 
December 3_l, 1986, Q1 before January _l_, 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 -1-2-.6 _fi_\§ percentof 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 

(l) 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 afliliate 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 
(g). 

(5) The transferee grants an interest to the transferor in violation of Minne- @ 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 recaptur 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 a_ny 
other provision 9_f1_a_v_v4 income in respect of a decedent shall be i-neludeé in gross 
income in aeeerelafiee with the method set forth in section 691(a) of the Internal 
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Revenue Code of 4-954 j, as amended through December 31, 4-985 1986, 
sllafl pp included _ip t:h_e income o_f th_e estate i_n E gr fly r_ig§ t_q 

receive it is transferred tp g nonresident py tits personal representative o_fQ 
estate. Ills @ market o_f E pigfi Q @ _d_a_t_e Qt‘ tfi transfer s@ Q 
included Q LIE gfi income o_f E estate fir th_e @ i_n which th_e transfer 
occurs gg _t_h_g value Q‘ tltg right shall _rt(_)_t pg allowed gs g deduction _it1_ comput- 
i_rtg tt1_e_ taxable fit income pf th_§ estate. 1115 estate shalt gt include tt1_e yatpe pf 
fig tight _ip Q ggs income an_d th_e personal representative flail Q relieved o_f 
arty further liability _w_i_t_l'_i respect tp that right _i_t_" tlg nonresident: t_l_) includes tltg 
@‘_._...mar1<6t!21.1.129_fIl12flglztflléeffllsééflfllsaiamfijlreceived i_n’€11_e 

nonresident’s g_r_o_s_s income’ @ thp ypg th_e pigm is received a_n_d_ giys flip Q thereon; Q Q) elects tp include _t__lg amount received i_rt payment pf flip right Q the nonresident’s gfi income fpr _th_e yga_r E which as payment Q received 
_at1_(1 p_a_ys t_l_1p E pp it Q _t_h_e same manner gs g resident o_f E state ail @ g 
blip @ mg commissioner o_f revenue during _t_lg y_e_at' t_lte_: _r_igl_1t is received, Q 
the fl)_rr_rt _'g1fll_‘_i_Il the amount as ttxp commissioner considers necessaty t_o assure 
payment o_f th_e E A boil reguired under‘ clause Q) st1_a_lt pp considered 
suflicient _it‘_i_n at amount eguivalent Q _t_lg E i:_l_l_a_t would 3 g E 'th_e method 
provided Q clause Q) _v_v_qi;§ followed. 

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

290.081 INCOME OF NONRESIDENTS, RECIPROCITY5 CREDIT FOR 
TAXES PAID E ANOTHER STATE. 2 

(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 m_x13_aye_r L110 ig _z1 

resident 91‘ gig state pursuant _t_o_ section 290.01, subdivision _7_a, clause E 
is subject to income ta_x Q e_t resident i_n tl_i_e state _o__f_ _t_h_<_: individual’s domicile is 
not allowed this credit unless fl’_l_§ state gf domicile d_o_g§ rfl alljow Q §_i_r;1_i; 

lg 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 
provisionsof clause (a) apply between Minnesota and Wisconsin, the provisions 
of clause (a) shall apply to any individual who is domiciled in Wisconsin. 

((1) “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 fear si_x 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 gress alternative minimum taxable income 
as defined in section 55gb)§2g gf the Internal Revenue Code; 

(2) the taxpayer’s itemized deductions allowed i_n computing federal tax 
preferenee items alternative minimum taxable income, bin excluding the portion 
Q’ 315; charitable contribution deduction g1a_t constitutes Q E gf Q15 prefer- 
gcg under section 57(a)(6) o_f'tl1_e Internal Revenue Code; 

(3) Q th_e extent n_o1: included i_n federal alternative minimum taxable income, 
the amount of interest income as provided by section 290.01, subdivision 2-Ga; 
elaases (-1-); 63); and (4) 19a, clause (_1_); less the sum of 
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(i) interest income as defined in section 290.01, subdivision 2019 ;_9_b, clause 
(1); 

(ii) an overpayment of state income tax as provided by section 290.01, 
subdivision 9:919 l_9_‘Q, clause (-4) Q)‘, gn_d 

(iii) the amount of investment interest paid or accrued within the taxable 
year on indebtedness to the extent that the amount does not exceed qualified net 
investment income, as defined in section 5-5(e)(-5) 163gdgg4g of the Internal Reve- 
nue Code. Interest does not include amounts deducted in computing federal 
adjusted gross income: and 

(¥v)tetheafientineludeéinthem*pB¥erl9£ederalad§uste21gfessineeme; 

(-13)- 

In the case of an estate or trust, adjusted geese alternative minimum taxable 
income must be rneelified comguted as provided in section -5§{e)(-6}§B) _5_9§c_:) of 
the Internal Revenue Code and reelueeé by the deéuetiene ellewed under see- 
tiens 64%(e); 65-iéaw); and 66-Ha) of the internal Revenue Gede. 

(b)iFederalta*preiereneeitems3me&nsitemeasdefinedinseetiens§4;§8; 
&nd443(d)eftheI-ntesnalkevenueéeéefinedifieéasfellewse 

(—l-)5Pheea1aitalg&inprefereneeitemshellbereduéee1 

éfiwherethegainweuldbemedifiedbeeausesemeeralleftheassetshave 
ahigherbasieferlkfinnesetepuepesesthanferfedesaipufpesesgané 

eéintheeaseefanenresidentindiwéduakeraneseateertrueguéthanet 
eperefiaglessthatisahegerameuatferhfinnesemehafiferfederahtheeapfial 
gainfirefereneeitemshaflberedueedtetheementitwasredueedintheaflewu 
aaeeeftheneteperatingless: 

e£eanéetherereswhieharesubjeettetheeeeupatientaaeandeieempt£rem 
taxefienunderwetien%90£5;s&bdi~4sien4gshaHnetbeap£efereneeitemfer 
M-inneset-a: 

Hagtheriederalpreiemneeitemstetheafiemnetallewedintheeempmw 
tiene£%finnesetegfessineeme;asdeternfineébytheeemmiesiener;arenet 

(e) “Internal Revenue Code” means the Internal Revenue Code of 4-954 
1986, as amended through December 31, -l-98-5 1986. 

(g) “Investment interest” means investment interest as defined section 
163(d)(3) _o_f tfi Internal Revenue Code. 
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((1) “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? 

fa-)$49;999intheeaseefamerriedee&plefilingajeintretu-mg 

éb)$39;909ia+heeaseef&nindi=sééualwheisnetmarried;asdefinedi-n 
seet«iei-1-l-43eft»helinternalP=e=v‘en1&e€e€leg 

€e)$i-9;99Giz-it-heeeeeef 

(—l-)aneet&tee1=~t~ruster 

determined under section 55(d) Qf _’tl'1_e Internal Revenue Code, except tlfi, alter- 
native minimum taxable income § determined under Lis section must be 
substituted in the computation o_f @ 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 (-5) (Q, 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 (-9 jg). 

(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 §8(-la) 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 (ax-2-) gag; I 1. 
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Sec. 54. [290.092] ALTERNATIVE MINIMUM TAX FOR CORPORA- 
TIONS. . 

Subdivision 1. IMPOSITION OF TAX. Q taxable ypags l§gj_I}_I1i_ng gfigt 
December §_l_, 1978-6, and before January L 1990, i_n addition 39 tl1_e taxes com- 
puted under this chapgar-‘without regard tp fig section, th_e franchise E imposed 
_o_r_1 corporations includes p jug equal t_o_ Q63 excess, 

p‘ E, pf; 
(.11 -001 __p_mu1ti 1_ied by the a1t_e_r_n_=m<2 mirfnI1_um ta_x bass. Q9: 
12) £1.12 amount 0.1? 11>; computed under its. sllfiw £it_h.0_111 1‘_6ga_rQ t_0E 

section. 

Subd. 2. EXEMPTIONS. Corporations subiect _tp @ under sections 290.05, 
subdivision‘ 1; Q1: 6OA.15, subdivision _l_ gm_d 290.35; peal estate investment 
trusts; regulated investment companies; cooperatives taxable under subchapter I 
of the Internal Revenue Code pf 1986 pr_ organized under chapter _3_Q§ pp p 
simi—lar lav_v o_f another state; 3431 entities having g valid election i_n effect under 
section 1362 _o_r 860D(b) o_f t_11<*._ Internal Revenue Code o_f 1986, g amended 
through December _3_l_,‘ 1986, age, pp; subject tp th_e tgy imposed i_n subdivision _l_ 
9; subdivision §_. 

Subd. 2; ALTERNATIVE MINIMUM TAX BASE. '_F_l_1_e_ alternative mini- fir; M lass mm th_e §_u_Ir.1 o_fi 
(_1_) _tl1_e t_()tpl_ fl)u_nt 9_t_‘ Minnesota gm £1 receipts; 
Q) fie amount pf jg taxpayer’s 1&1 Minnesota property;@ 
Q) jg taxpayer’s total Minnesota payrolls; 

lgp L119 exemption amount if any.~ 
Subd. 5; DEFINITIONS. (3) “Minnesota sales gr; receipts” means 113; 

’_t_gL1_1 gig apportioned t_o Minnesota pursuant 19 section 290.191, subdivision 2, 
tpp @311 receipts attributed 19 Minnesota pursuant t_o section 290.191, subdivi- 
gcgg _6_ t_o §_, and/or tl1_e ggfl sales g receipts apportioned pg attributed t_o 
Minnesota pursuant _t_9_ a_ny other apportionment formula applicable tp fig t3_1_r; 
payer. 

Q3) “Minnesota property” means 1gt_al Minnesota tangible property a_s prg 
vided ip section 290.191, subdivisions 2 ‘Q _1_l_, a_ng_ fly other tangible property 
located i_r1_ Minnesota. Intangible property s_ha_l1 p_gt_ pp included i_n Minnesota 
property Q purposes 91‘ 111% section. Taxpayers _v1_/lg dp pp; utilize tangible 
property 19 apportion income shall nevertheless include Minnesota property fpr 
purposes pf _t_l_1i§ section. Q mp fig E taxable years during which a corpora- 
til i_s_ subiect 19 taxation under E chapter, fig amount pf i_t§ Minnesota 
property grg payrolls shall pp deemed 19 pg zfi f_o_1; pugposes pf E section. 

(p) “Minnesota payrolls” means total Minnesota payrolls pg provided i_n 
section 290.191, subdivision 1_2. Taxpayers who Q ppt utilize payrolls t_o 
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apportion income shall nevertheless include Minnesota payrolls Q‘ purposes o_f E section. 
(Q) :l"_he_ “exemption amount” equals th_e lesser o_f (_1_) gl_ip §y_rp p_i_' tpp taxpay- 

ggs Minnesota gs gn_d receipts, property, app payrolls g Q) $5,000,000 reduced 
py one-half pf pig amount pf Q taxpayer’s tojtal §a_lc=,§ gig receipts, property, 
gig payrolls Q excess pf $10,000,000. Total sales all receipts, property, app 
payroll means E to_tM determined -under section 290.191 a_§ tfi denominator o_f 
’th_e apportionment formula. I_n _t_l_i_§_ 9_as_e_ _<_>_f _a unitary business; _t_l_1_e_ amount must 
reflect Qg factors pf _t_pp entire unitary business as reported Q pp; combined 
report. A cogporation th_at @ _§ i_t_s §o_lg _o_r primary business activity (1)13 
providing o_f professional services; Q) operation _z§ _a financial institution; Q) 
ggfl 9; management 9_f_‘ 5911 estate; Q: Q) operation § 31 insurance agency plpgs 
pg; liajve a_n exemption amount. 

Subd. ; IMPOSITION- OF TAX AFTER 1989. Q taxable ye_g_r_s begin- 
p_ipg _ayt_”_t_e_;' December 1_5_1_, 1989, Q addition t_o fig t_a;<_g§ computed under pig 
chapter without regard t_o E section, fie franchise t_ag imposed Q cogporations 
includes g Q equal Q tl1_e excess, Q‘ fly, o_f: 

Q) Q percent o_f th_e Q imposed upon tpe corporation under section 55(a) 
o_t"tl1_e Internal Revenue Code 9_t_" 1986, as amended through December Q, 1986, 
apportioned tp Minnesota under section 290.191. Q computing th_e amount pf 
gig liability under section §flE_l) pf t_l§ Internal Revenue Code pf 1986, tpp 
regular federal E liability under section 55(a)(2) pf gl_1_c_: Internal Revenue Code 
0_f 1986, must Q determined using federal taxable income Q modified py _s_gc_- 
til 290.01, subdivisions _l2p a_ncl_ L9__C_l) 290.095, $1 290.21, gpg alternative 
minimum taxable income under section _5_6_ o_f th_e Internal Revenue pf 
L86 gm Q computed a_§_ fi‘_tl1_c_: section 290.095 restrictions pp _ne_t operating 
losses applied. 

(2) gig amount o_t't21_x computed under ;h_i§ chapter without regard t_o_ t_l_1_i§ 
section. 

Subd. _6_. CREDITS. Q computing t_l;§ ta_x under gig section, @ following 
credits E allowed: 

(_1_) tfi enterprise zone credits allowed py section 273.1314, subdivision 2;, 
Q) t_h_e credits Q estimated taxes paid; apd 
Q) pile research app development credit allowed ‘py section 290.068. 
Sec. 55. [290.093] TAX COMPUTATION FOR MUTUAL SAVINGS 

BANKS CONDUCTING LIFE INSURANCE BUSINESS. 
Mutual savingg banks § defined ip section §2fl o_f ’th_e Internal Revenue 

Code o_f 1986, Q amended through December 3_l_, 1986, §r_e subject t_o 2_1 ta_x 
consisting pf gig §1_u_n_ o_f §l_1§ taxes determined under clauses (_l_) §_r_1_c_l_ (2); 
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(_1_) g_ tag computed pp mg taxable income determined without regard t_o 
items pf gross income 9; deductions properly allocable _t_g t_h_e_ 9jjt_1__1;c_ life 
insurance department. at the E a.n_<_1_ in the £f1_§1_11E£ as ii an se_<=t12r_1 MM 
annm ‘m 

(Z)at'c1_x__1>_com utedmfl12__income2fL1191i£§ir2s1uan99_@p_a:t_tn.ent¢=t_e_r; 
mined without regard Q apy it;e__r_n__s_ 

Q” gross income g deductions n_0t properly 
allocable to the department computed ir_1_ the manner provided _ip section 290.35 
an at @‘n7§p:rovided in s_e_c.t_i_<>_n ;29n_6_. 

This section applies only i_f the mp insurance department would, if i; were 
treated § p separate corporation, qualify a_s ?_1 me i_I_;S_L_l_I_'§_I_l_<_3_§_ 92I_nJ2§1_I1x flfl 
section E 9_f _‘tlr1_e Internal Revenue Code 9_f 1986, a_s amended through Decem- 
pp; _3_1_1 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 asdefinedinsubdi~4sien2;elause(b):prewéded;hewevefithatthemedifiea% 
iensspeeifiedinsubdi=visien4shallbem&deineemputingthetaaeeblenet 
ineemeferthetaaeableyearbeferetheneteperatinglessdeduetienshaflbe 
al-lowed provided _ip section L7_2_ o_f gig Internal Revenue Code g” 1986, pp amended through December §_1_1 1986, subiect t_q jg limitations E modificat- 
jpfi provided _i_p gig section. 

(b) A net operating loss deduction shall be available under this section only 
to corporate taxpayers except as provided in that subdivisions 7, 91 and 11 
hereof apply only tp individuals, estates, _a_ng 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 deduetien-s ef the kind previded 
¥erinseetien290£9;permi&edtebetalenineemputingata*payei£s%a*able 

gressineemeusedineempe&ngwehtmmblenetineemean_appen4am_pg1;)§§a§ 
defined i_n section 172(c) pf th_e Internal Revenue Code pf 1986, _2§ amended 
through December 3_l, _l2§§_, 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 ea-rrybaeks and carryovers to the taxable 
year, computed in accordance with subdivision 3. _‘1;l;§ provisions o_f section 
l72(b) pf ghe Internal Revenue Code o_f 1986, pg amended through December 
33;, 1986, relating t_o _t_l§ carryback 9_i_‘ n_et operating losses, gig n_ot apply. 
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Sec. 58. Minnesota Statutes 1986, section 290.095, subdivision 3, is amended 
to read: 

Subd. 3. CARRYOVER A-N-B (a) Except as provided in 
elause (€19 or 8; A net operating loss for any taxable year shall bee 

6l9Aneteperatinglesse&rfi=baekteeaehef%hethree%a*ableye&rsp£eeed- 
ingthetaxableyearefsuehless;&né 

9-) a net operating loss carryover to each of the five Q taxable years 
following the taxable year of such loss. 

(b) The entire amount of the net operating loss for any taxable year shall be 
carried to the earliest of the taxable years to which; by reesen ef -3; 

elause (a) er (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 pr-ier 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 Q-99.—l-9 290.191, the 
net operating loss deduction shall be allowed to the extent of the apportionment 
ratio ofthe loss year;ert~heyeer=tewhieh%helessiseer-ried;whieheveris 
smaller. 

(d)Whereeeerperetienfileseeembineérepertwhiehrefleets+heent4fe 

shaflnetbeallewedaneteperefinglésseeavbaekteeyearinwhiehitéidnet 
fileaeembinedrepert-. flihenumbeseft-axableyearsferwbieheneteperat-ing 
lessearateverisallewedsheflbeinereaseébythenembereftexebleyeefifer 
whiehaneteperatinglesseerrybaekisnetalleweduaderthiselausefiihg 
tional n_et operating lg deduction is allowed Q 2_1 subsequent taxable EarE 
t_hg portion gf§Lt operatinglggdeduction _u_s_e_dt_o offset Minnesota income_i_g 
§._ year i_n which the taxpayer is subject _tg _t_h_<_3 alternative minimum E Q 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. 
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(b) A net operating loss deduction shall not be allowed. 
(c) 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. ilihe deduetien for leng-term eapita-l ga-‘ms 

(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 subcontractor, shall not enter into the computation. 

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

Sec. 60. Minnesota Statutes 1986, section 290.095, subdivision 7, is amended 
to read: 

Subd. 7. TENTATIVE CARRYBACK ADJUSTMENTS. (a) Application 
for adjustment. A taxpayer _A_n individual, estate g E may file an application 
for a tentative carryback adjustment of the tax for the prior taxable year alfected 
by a loss er credit 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(eHVéthrespeetteanypertiene£aered-itearrybaekfremataxable 
yearafifibumbletealessearfibaekfiemawbsequemmxableyeafitheappfiew 
tienshaHbefiledwithinaperiedef4%menthsfremtheende£thesubsequent 
taxable year-), 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 a 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 or 11; capital loss carrybacks as provid- 
ed in section%90r}6;subéi~4eien6§researehereéiteafi=y=badesaspfeviéedin 
seet-ion 2-99968; -3 290.01, subdivisions fl, &, @ fl; 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 or as the resu-l~t in the ease of an 

earrybaekunder9eefien44%eftheI&ternalRevenueGeéee£+9§4;asemended 
through December -3-l—, —l-98§, 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 4§t-h month; in the ease of 
& ee-rpei=at-ien-) following the end of the taxable year of the net operating loss 
which results in such carryback er adjust-merit ef'ifede1=a-1 adfrasted gross i-neeme,-‘l 
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 
individualstheaneeuntefeneteperatinglessthatmaybeeafiéedbaeker 
earrieéevershaflbethesamedeflarameuntaflewableinthedeterminafienef 
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federal adjusted gross income: Fer, 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: 

(-13), provided that, notwithstanding fly other provision, estates a_n£1 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; 2. 

(2)Adjustmentstethedetermin&tionoffederaladjustedgressinoomethat 
mustbemadebeeauseofehangesinthelntemalllevenneéodethathavenet 
yetbeenadeptedbythelegislaturebyupdatingrhereiereneetethelntemal 

€3)Galnserlesseswhiehresult£romthesaleerotherdlspesifionefpreper- 
tyhavingahigheradiustedbasisferklinnesetalneememxpurpesesthanfor El}. Hm ,. tame}... .1“ . 

(4) Interest; taxes; and other expenses Deductions not allowed allocable t_o 
Minnesota under section 2-99.—l0; clause (-9); for estates and trusts 290.17. 

(-5) ilihe modification for aeeelerated eost recovery system as 

(e)(-l-) (_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 income (or federal taxable 
income {or provided that trusts and estates) subject to g1u_st apply the following 
modifications eeritained in elause (la) and to the following 

(-A9 Q) 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. 

(-13) Q) 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. 

€G)Ata9epayervA&oisfietaresidentefMinaesotaduringanypartef'the 
mxableyearendwhehasnoineomeessignabletobdlnfiesotaduringthemxable 
yearshaflapplynonetoperafinglossearfibaekorearryoverlnthomxabkyeafi 

6255Fheprevisiense£see%ionl4—2{b)efthe}nternalRevenee€oéeof+9§4 
as amended through December -34-, -1-985 (-relating to earrybaeles and ea-rr-yevers) 
shall apply: Epr estates @ 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 (6-)(-19 Q) less the amount applied in the earlier 
taxable year(s). No additional net operating loss carryback or carryover shall be 
allowed t_o estates _aI1_c1 trusts if the entire amount has been used to olfset Minne- 
sota income in a year earlier than was possible on the federal return. However, 
i_f 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; a_n_ estate g t@ shall still be allowed to offset Minnesota income but only if the loss was 
assignable to Minnesota in the year the loss occurred. 

(d)Aneteper&tinglesssh&llbe&llewed%ebeearriedbaekea=eafiieé 
fefwardenlytetheafiemthatlesswasassignabletehfifinesetaintheyearthe 
bsseeeufiederintheyeaftewhiehthelesswasearfiedevefi-whieheverweald 
allewmereefthelesstebealleweéfeilfii-aaesetapu-rpesesr 

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

290.10 NONDEDUCTIBLE ITEMS. 
Notwithstanding a_ny other provision o_f law, in computing the net income 

o_f a corporation no deduction. shall in any case be allowed fore 

(1-)13ersenal;li~=ingerfa-na-il-yeiepervxsesg 

(eéameentspaideutfernewbuildingserferpermanentimprevementsef 
bettermentsmadeteinefease%he¥aluee£anypropertyerestate;eaeeeptae 

tient-hereefferwhiehaaallewaneeiserhasbeenmaéeg 

tax-payererefanyet-herperseng 

(§9theshfinkagein¥alue;duete%hel&pseeftime,ef&lifee£ternainable 

(6)lesses¥remsdeserexehengese£prepeHy;diwetlyerindéreetl§ebaween 
persensasdefiaedaadaspre¥iéedinseetien%64efthe¥ntemalRe¥enue€ede§ 

%9Q£9;s&bd¥visien%;rele&ngteexpensesinearrederunéersee%ien299:9% 
subdi¥isien3;felatingtefi+teres%aeeruedasprefidedinseeéen%6¥efthe 
¥&ter—nalPce=venue€ede; 

AetandthefedemlSeeialSeeu¥i+yAefi(b)Pa§aaents%ehfinneset&e££ederal 
pub§eempleyeemfirement£unds§(e)60pereentef+he&meunte£%mmsimpesed 
enselfiempleymentiaeenaeuaderseetien+49+e£the}ntemalRevenueGede: 

albwedferselfieaapleymenttmwswherethemxpayerelaimedaéeduefienfbf 
t-hesetaaeesunderseetien+64(i)eftheI-ntezaalkevenueéeéeg 
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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 the tax 
imposed by this chapter, except that for persens cogporations 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 
asubtraetientethea&entalbwedunderseeHen%90:0hsubdiwaea2Qb;elause 
Q-l-(9)619); or the deduction by a eerperate taxpayer of expenses and other items to 
the extent that the expenses and other items are allowable under seet-ien 2-90-09. 
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: 

6l9)insitu&tienswherethisehapterpre~4des£erasubtraetien£remgress 
ineemeefaepeeifiedeflarameuntefaafiemefineemeassignabletethisstateg 
andm4thia+hemeasuree£theta*+mpeseébythisehaptefithatpertiene£the 

aepensesattfibutableteeamiegsuehineememhafinetbededuefibleineempub 
ingnetiaeeme: 

6H)&meuntspaideraeeraedfersuehtaxesanéeerryingehargesas;under 
rulespresefibedbytheeemmissienegareehargeableteeapitalaeeeuntwfih 
fespee%teprepertfiifthem*payerebets;ina%erdan%%4+hwehru1es;te&eat 
suehta-xeserehargesasseehergeable: 

€l2—)nededuetieaerereéitshaHbeallewed£eraayameuntpaiderineursed 
duriagthetaxableyeaririearryiagenanytradeerbusifiessifthetraéeer 

tratfidéagineentrefledsubstaaeeséwithiathemeaningehehedtdeiandflef 
thefedera1GenfieHeéSubstaneesAe6%hiehispmhibitedbyfederaHawerthe 
la=wefM—im=ieset&. 

Ferpurpesesefthisseetienfietereneetethelntemalkevenueéedemeane 
the}ntema1Reven&eGeéeef+954;asamendedthreughDeeember347+98§. 

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

Subd. 2. ADJUSTMENTS. f_gi_' 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 

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



Ch. 268, Art. 1 LAWS of MINNESOTA for 1987 1090 

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. Q‘ taxable begin- 

flg 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 -1-954 19_8§, as amended through December 31, -1-98-5 
_l_9_fi. 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. 
F_or 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 -1-9-54 L86, as amended 
through December 31, -1-986 1986. 

The effect on earnings and profits shall be determined according to the 
provisions of section 312 of the Internal Revenue Code of -1954 £83, as amended 
through December 31, -1-985 However, when determining earnings and 
profits in section 312(1) 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. £9; taxable gins beginning before 
Janua 1, 1987, for purposes of this chapter, the definitions provided in sec- 
tions 316 to 318 of the Internal Revenue Code of -1-954 1_98§, as amended 
through December 31, -1-985 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. F_o1'_ 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 -1-954 _1__9_8_6_, as 
amended through December 31, 498-5 1986. However, in section 333(t)(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 290.135, subdivision 1, is amended 
to read: 

Subdivision 1. GENERAL RULE. & taxable years beginning before Janu- 
ggy 1, _19_8Z, gain or loss shall be recognized to a corporation on the distribution 
of property in complete liquidation or on any distribution 9; sale of an interest 
in a partnership as provided in sections 336 to 346 and 386 of the Internal 
Revenue Code of 4-954 _1fl§, as amended through December 31, -1985 E. 

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

Subdivision 1. TRANSFER TO CORPORATION CONTROLLED BY 
TRANSFEROR. E9; taxable years beginning, before January 1, 1987, the provi- 
sions of sections 351 to 368 of the Internal Revenue Code of -1954 £86, as 
amended through December 31, -1-935 _1_9_j8_6_, 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 -1-954 
1986, as amended through December 31, -1-985 1986, shall apply to carryovers in 
certain corporate acquisitions and special limitations on net operating loss car_- 
ryovers. 

Sec. 72. Minnesota Statutes 1986, section 290.14, is amended to read: 
290.14 GAIN OR LOSS ON DISPOSITION OF PROPERTY, BASIS. @ taxable 1e_:a_r§ ‘beginning before January 1, 1987, except as 1 otherwise 

provided in this chapter, the basis for determining 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. 

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

Subdivision 1. HSIGQM-E OF RESHJEN-"F IN-DI¥IrDU=A:I=S SCOPE Q ALLOCATION RULES. 5Phe gross ineeme ef shall be their geese 
i-neerne as defined in seet-ien 2-99:0-1-, 20 (51) _'l_‘h_e income 9_fresident 
individuals g ggt subiect to allocation outside ’_th_i_s state. Ilia; allocation rules 
apply Q nonresident individuals, estates, trusts, nonresident partners Q partner- 
ships, nonresident shareholders 9_f corporations having a valid election in effect 
under section fig o_i‘tl1_e Internal Revenue Code of 1986, as amended through 
December _3_1_, 1986, _a1_1_d a_ll corporations n_ot having Q election in effect. 
_If _a partnership o_r corporation would not otherwise Q subject Q th_e allocation 
rules, but conducts a trade o_r business Q g it o_f 2_l unitagg business involv- 
mg another Eggl entity E: i_s subject t_o ’th_e allocation rules, @ partnership g 
corporation § subject Q E allocation rules. 

(Q) Expenses, losses, ,'«._iI_1Q other deductions (referred t_o collectively i_n Lis 
paragraph § “deductions”) must Q allocated along @ Q Hi g E o_f 
gggss income t_o which Qty g definitely related for purposes gf assignment 
under gig section g apportionment under section 290.191, 290.20, 290.35, o_r 
290.36. Deductions not definitely related t_o fly E g o_f g@ income E assigned t_o tl1_e taxpayer’s domicile. 

Subé=+a:—SUBSEQUEN1PADJUS¥MEN5I%Whenalesshasbeenredueed 
bytheameumef%a*preiereneeitemspers&aatteMinneeeteStatutes+983 

eretheméseéispesesefenassetinreletientewhiehareseanitemeftaae 
prefemneewhieheausedthemdeeéenefihebssgthemxpayermayinereasethe 
basiseftheassetbytheameenteftheteaeprefereneeitemthatwesusedte 
redeeetheless: I-ftheassetisadepletableasset;-thetaaepayermayeleettese 
inereaseimbasisupendispesiéenerteredaeetheameuntefethefifisemaable 

subsequentlypredueedbythatassetbytheameuntefihetaxpreferenee 
1-’eern— 

Subd. 2. OH-I~ER5EQHlA¥ERSINCOMEQ‘DERIVED FROM CON- 
DUCTQATRADEQEBUSINESS.I-at-heeaseefa-ni-ndiviéu-a-lwheisnet 
afiufl-yemresidenfithissubdivisienapphesmdaerminewhatineemeisassigm 
ebletelviinaesemferpurpeseseideterminingthenumeraterefthefiraefien 

theprewésiemefsubdivisienhitemseigressiaeemeshaflbeassignedtethis 
smteeretherstatesereeuntéesinaeeerdaneem4th%he£eHem4agpfineiplese 
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el)(a)$heentireineemee£aHresidenterdemestietaaepayersfremeempen- 
satienferhbermpersenalsewieeaerfiemebusimssmnfisfingpfineipallyef 
the performance of personal er prefessienal serviees; shall be assigned te 
thisstatewndtheineemeefnenresidenttmepayemfremsuehseureesshahbe 
assignedtethisstateifianétetheafientthatgtheiabererserwaeesarepefi 
fermedwithinifiefletherineemefiemwehseereesshafibefieatedasineeme 

.__The ____inc0m6 91" E _I>_x_taX a er __L_Sub‘<=<=t 12 E19 % J21; i_s n0_t Clerijvexl 
from mg conduct pf a trade 9; business must l_:_o§_ assigned ip accordance@ 
paragraphs (3) tp Q‘; 

Qxp Subject t_o paragraphs §a)_(g) a_n<_l gall 3), income @ l_ag)_og Q personal 
pg professional services i_s assigned :9 this _s_t_at§ Q‘, agg t_o tl_n_§ extent flit, Q_e_ 
l_a_bp_g g services £e_ performed within i_t_; _al_l other income E sources i_s 
treated a_s_ income from sources without this state. 

(la) (_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 
manner:; 

(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: I-n erder te 
eliminatethemedtefibsmteerprevineialineemetmeremmsinseverelstates 
erprevinees;l¢finnesetewiHaeeludefremineemeanyineemeassignedteMim 
nesetaunderthepreadsiensefthiseleuseferanenresidentaehletewheis 
empleyedbyenathletietemnwheseeperafiensarenetbasedinthisststeand 
fer a nenresident salaried entertainer who is employed by an entertainment 

lfthestateerprevineeinwhiehtheat-hletieteemlser 

erprevineehasasimilarineenaeexelusiene Asusedi-nthepreeedingsentenee; 
thetermfiprevineeflmeamaprewéneeefeanaémgarg 

(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. 

(29¥neeme£remtheeperatienefa£armshaHbeassignedteehisstatei£+he 
fesmisleeateéwithinehisstateenéteetherstetesenlyifthefarmisnet 
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prepefbynetempleyeéinfihebusinesseféhereapienéefwehifieemeergaihs; 
and£rem$&ng%bieprepefiyemp1eyedia+hebusinessefsuehreeipien%i£sueh 
bufimsseensistspfiaeipaHyef%hehe}éinge£suehprepa%yané%heeeHeeéenef 
%heineemeandg&ins%hem£rem;shaHbeassigned%e%hi9sm%eifsuehprepeFty 
hasiasfiuswfihinéeandéeethersmieseniyfifihasnesitusiaéhisfiaée 

eféhefeeipienfefwehineemeergeinfiaadfremiaiengiblepemenaiprepefiy 

eféheheldéngefsuehpreperéyandtheeelieeéieneféheineemeaadgeias 
%hewfrem;whereverheld;w%e%he£in%msfiere%hePwfie;shaHbemsignedmthis 
stmeiféhemeipientthemefisdeméefleéwiehiflthisstamerisaresidafitmfier 
esmfe: 

63)!-neemederi¥eé£semea+Fyingenatmdeefbus§ness;ine}udiagi§%he 
easeefabusifiessewnedbyfiaiumlpersensfheiaeemeimpufableiefheewhef 
fe£%heevmer3sseFviee9and%henseef%heewfie#sprepefiy%herein;shaHbe 
assignedtethisstateiffheésadeerbusiaessiseenéueteéwheilyvéthia 

previsiensheflnetappiyéebusimssineemesubjeeitetheprevésiensefdauw 
(-1+ 

€4)¥\Fhen&%£&deerbus1ness' iseerr-fled’ 

' 

enpafél-ywrth-Hi’ 
' 

afldp&!=t-lrywi-theu%' 

t-h«iss1sa%e;+heentn=e' -rneefi de1=wed' fremsueh-tredeerbusiness-‘ ‘ 

ineemefiemimangibleprepertyempleyeéinsuehbusinessandineiuémgia 
éheeaseefabusinessewnedbyfiaéurelpersensfiheineemeim-patableteéhe 
ewneribréhemmefissewieesandfheuseeffheefiaeésprepefiyfhereimshafl 
begevemed;eweptasethem4sepre~4deéinseefiens%99r3§ané%99:36;by%he 

.. ef . 2%.”, .1 I. am: .. efflfis H... 
tei-heeentrafy: 5Phissh&1{fie%appl=y%ebusiaess§neernesabjeet%e%hep£evi- 
siensefelaase€19;nershaHit&pplyteineeme£remflaeepera+ienefa£&rm 
whiehissubjeeHee%hep1=evisiefise£e}aase(-2-): Ferflaepu-Ppeseseffhiselause; 
atmdeerbusinessieeeteéinkofinnesetaiseasfieéenpafiiywithinandpaffly 

aaddeHwredershippeé%eapu£ehaserbea%edeutside%hes%ateef%finfiese%w 

¥f%he¥sadeerbu9ifiesseafiéeéeawheHye5paR4yin1\fianesetaisp&fief 
&un%mFybusiness;{heen¥keiaeemee£%ha%un%mrybufinessshaHbesubjeeHe 

p£ev%5iense£e}&use€Handfa£mineemesubjeeHe%hepre~ésiemefehusee% 

'denee&nenuait»&1=ybusiness: Unfiyefefimershépwiflaeébedeemedteexist 
wheaaeefperaéienisinvekeéafiessthmeerperetienésamemberefagreap 
ef%wee§me£eee£pera+ien9mere%h&n§9pereentef%hevet4ngs%eekefeaeh 
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membepe£thegreupisdireet1ye¥indireetlyewnedbyaeemmenewnererby 
eemmenevmere;eithereerperateerneneevperate;erbyeneermeree£the 
membereerperatiensefthegreup: 

¥heentireineemee£aunit&rybusinessshallbesubjeette&ppefiienmentas 
Neneeftheineemeefaunitewybueinessshallbe 

eensiéeredasderiveéfremmeyparfieulesseureeandneneshafibeafleeateéte 
anypafiieularpleeeameptasprmédedbytheeppfieableappefiienmentfefinw 
la-. 

indeterminingwhetherernetintengibleprepertyisempleyedinaanitafi 
businessearfiedenpartlywithinaadpertlywétheutthisstatewthatineeme 
defivedthere£mmissubjeetteappei%ienmentundersee%ien%9GA9thefeHew- 

(a)Int&ngib1eprepertyisempleyeéinabusinessifthebusinessentit—y 
evmingintengibleprepestyheldsitmameansefimdhefingthebumnesseperd 
tienefwhiehapaftisleeatedwithintheterflterialeenfinesefthisstatee 

éb)Whereabusineseeper&tieneenduetedin¥s4inneseta;isewnedbya 
business‘ entity’ wh+eh' earr-res‘ enbusiness‘ aet1=Hty" outside‘ efthest-ated14¥e1=ent' in 

entirely‘ outside‘ thes+ate;itwillbepresumeéthatthetwebuemess' 

beshewntet-heeentrary: 

(—5)Ferpurpesesef+hisseetien;ameuntsreee#vedbyanenresiéen+£rem 

theflawofhfinnmemeranyefifipefifiealmgevammemalsubdiadfienmera 
hfinaesetewlumeerfimfighteréreliefasseeiaflembywayefpaymentaaa 
pensiempubfieempleyeeretfiementbenefifiermiyeembinatienthereefiereea 
retirementersuFAve#sbenefi+made£remep}enq&afi£yéngunderseetien4947 
493;4947498;er499eftheI-nternalRe¥enueGedeef+9§4;as‘amended 

enatradee§businesser¥remperfermingpemenalerpre£essienalsewieesia 

€6)Alle%heritemsefgressineemeshal1beassigned%etheta*payerls 

Q) _Ij<_)g puggoses gf _t_1Li_§ section, amounts received by Q nonresident from 
’g_he_ United States, its agencies g instrumentalities, ’th_e Federal Reserve Bank, 
t_l§ sjgtg o_f Minnesota 9_r any 91‘ it_s political Q‘ governmental subdivisions, g _a_. Minnesota volunteer firefighters’ relief association, by yggy g gayment as a_ 
pension, public employee retirement benefit, 9; fly combination g" these, 9; _:_1_§ 
_a_1_ retirement 9; survivor’s benefit made from a plan gualifying under section 
_¢}_(_)_1_, fi(_)_3_, _4_0_§, 95 fifl, _o_§ as defined in section 403(b1 or ifl of t_h_e_ Internal Revenue Code gf 1986, as amended through December §_l_, 1986, gr_e r_19t consid- 
_e_reg income derived carrying _c_>_n 2_1 gag gg business g f_13>_r_n_ performing 
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personal Q professional services Q Minnesota, and a_1‘e not taxable under this 
chapter. 

Q) Income Q gains from tangible property located Q Q state that _i_s n_ot 
employed Q th_e business Q t_l_1p recipient Q‘ Qt; income Q ‘gains must Q 
assigned Q _t_lQ state. 

Q) Except Q Q _s_2_1_lp o_f 2_t partnership interest, income Q gQQ 
intangible personal property Q employed Q Q business _o_fQ recipient o_f Q_e_ 
income Q gains must _b_e assigned Q Qis state fi"tl1_e recipient Q‘ Qp income Q 
ggQp i_s _a resident Q Q state Q i_s 2_1 resident trust Q estate. Q Q Q ggle Q: a partnership interest is allocable Q Q §Qt__e_ Q Qp 
Qt_ip o_f th_e original Q o_f partnership tangible property Q Qi_s_ §t_aQ Q Q 
original Qt o_f partnership tangible property everywhere, determined a_t t;h_e 

_t_i_rQe_ _c>_f'1:'l1_e §Qlp._ 1f_n_Q Q §_Q percent o_f Q value Q‘_tl1_e partnership’s assets 
consists o_f intangibles, gai_n Q IOQ £r_9Q th_e §§l_(:} Q‘ _1_t_lQ partnership interest Q 
allocated t_o tlQ Q Q accordance _vyit_h Q Qllpg factor o_f th_e partnership fQ 
_Qs_ Q Qll Q period immediately preceding Q t_a_:g period o_f'tl1_e partnership 
during which th_e partnership interest Qas sold. 

Q) Income from Q_e_ operation Q‘ g farm shall Q assigned Q Qis state QQQ 
farm _i§ located within th_is state _a_n_c1 t_o other states only i_f Q3 farm i_s n_ot 
located Q Qis state. ' 

Q) Income from winning Q Minnesota pari-mutuel betting tickets shall _b_e 
assigned Q Q state. 

(Q Q1 items Q‘ gross income n_ot covered Q paragraphs Q) Q Q) §.n_d n_ot 
part o_f Qt; taxpayer’s income from g trade Q business shall Q assigned Q ;l_1_e 
taxpayer’s domicile. 

Subd. 3. TRADE OR BUSINESS INCOME; GENERAL RULE. Income 
derived from carrying Q g trade Q business must pp assigned t_o tlQ stQte _i_f_'Q 
t_ra_clp Q business i_s conducted wholly within Q state, assigned outside t_hi§ 
state i_f conducted wholly without Qm state Q1 apportioned between Q state 
Q_d other states Qd countries under Q subdivision _i_f conducted partly within 
_aQ partly without Qip state. Q purposes o_f determining whether 3 trade Q 
business i_s carried Q exclusively within Q without this state: 

(a) A trade Q business physically located exclusively within Qs state _i§ 

nevertheless carried Q partly within a_ry;_1 partly without QQ state Q Qy pf _tQ 
principles _s_e_t forth Q section 290.191 fQ Q3 allocation Q‘ Q93 Q receipts 
within Q without Qis state when applied Q Qe taxpayer’s situation result Q Qp 
allocation _o_f Qy sales Q receipts without ’_tl_1_i§ state. 

Q) Q trade Q business physically located exclusively without QR state _i§ 
nevertheless carried Q partly within _a_1Q partly without QQ state Q‘ a_ny pf Q; 
principles _s_e_t forth Q section 290.191 Q pile allocation o_f sales Q receipts 
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within or without this state when applied t_o :[ll_§ taxpayer’s situation result i_n t_lpe_ 
allocation 9_i_'Qy sales g receipts without t_h§ state. Em Jur1sd1ct1on_t_o ’ca_x 
§._ business under gs chapter must pg determined ;r_1 accordance yv_11l; sections 
290.014 gfli 290.015. 

Subd. 4. UNITARY BUSINESS PRINCIPLE. (Q) If g._ trade g business 
conducted wholly within Lis state g partly within gig partly without §h_i_s_ state 
is }@ o_f a_ unitary business, 1;h_e entire income o_f t_l1e_ unitary business is subiect E apportionment pursuant tp section 290.191. Notwithstanding subdivision 2, 
paragraph (p)_, none o_f t_lua_ income _o_f s unitary business i_s considered 19 13 
derived from fly particular source gig none my pp icfid t_o Q p_a_r_t_i_<_>1;l_a_r 
place except Q provided py E app icable apportionment formula. _'1_‘_h_e_ provi- 
sions gf gis subdivision gp n_o1: app y t_o farm income subiect 19 subdivision Q, 
paragraph gs), business income sub ect IQ subdivision _5_, paragraph gp) o_r (9), 
income o_f Q insurance company determined under section 290.35, 9; income pf 
pp investment company determined under section 290.36. 

Lg) _'1_“__h_e t_e_r_n_1_ “unitary business” means business activities 93 operations 
which a_r"e gg‘ mutual benefit, dependent upon, g contributory t_o _o_1§ another, 
individually o_r ass as group. '_l‘_l§ term gy pg applied within s single l_ega_l entity 
o_r between multiple entities gp_c_1_ without regard is whether E entity i_s 

_a corporation, as partnership 9; s trust. 

gs) Unity is presumed whenever there i_s unity o_f ownership, operation, and 
use, evidenced by centralized management pg executive force, centralized pur- 
chasing, advertising, accounting, 9_r other controlled interaction, mp t_i_l_§_ absence 
9_f these centralized activities will not necessarily evidence s nonunitary busi- 
ness. 

(Q) Where 2_1 business operation conducted i_n_ Minnesota i_s owned by s business entity tpa_t carries pp business activity outside pile state different Q gin_d from ms; conducted within gpfi state, E as other business _is conducted 
entirely outside _tp_e_ state, it; Q presumed gpa_t gh_e _t_w_o business operations srp unitary Q nature, interrelated, connected, gig interdependent unless is E pp shown t_o flip contragy. » 

gs) Unity pf ownership is Q deemed t_o exist when s cogporation _is involved 
unless flag corporation _i_s a_ member pf s group o_f t_wp 9; more business entities gig more gpa_1_1_ 10 percent o_f1h_e voting stock pf fit; member _o_f gaps group i_s 
directly o_r indirectly owned _by s common owner g py common owners, either 
cor_°porate 9; noncorporate, g py one _o_r more o_fgl_1p member copporations 9_fpl_is rou . 

(Q Egg purposes _(_>_i_‘ determining jc_l_1_§ n_et income _o_f _a unitar_‘y' business 2_1pd_ 1133 
factors 19 l_)_e_ fies i_n _t_l_1g apportionment o_f pg income pursuant t_o section 
290.191 pg 290.20, there must Q included ggg ghp income a_n_d apportionment 
factors pf corporations 9; other entities created g organized i_p flip United 
States g under gps law 9_f me United States g o_f spy state, jfi District pf Columbia, plgs commonwealth pf Puerto Rico, gfl possession 9_f ply United 
States, 9; §_r_iy political subdivision o_f spy _th_6_: foregoing spg o_f spy pg as defined i_n_ section 22 9f th_e Internal Revenue Code o_f 1986, Q amended through December _3_l4 1986, gfl _a_13a_ determined 19 Q pa_rt_ o_f ;l_1__e; unitag; 
business pursuant t_o E subdivision, notwithstanding that other copporations 
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p_r_' other entities organized i_r_1 foreign countries might pg included Q gig unitary 
business. 

(g_)_ Each corporation g other entity E i_s pggt o_f g unitagy business _n_1_ug 
file; combined reports pp _t_l_1p commissioner determines. _Qp flip reports, a_ll 

intercompany transactions between entities included pursuant t_o paragraph (1) Qt pp eliminated Q1 Q3 entire @ income o_f Qp unitary business deter- 
mined i_n accordance E t_hi_s subdivision i_s apportioned among E entities py 
using pap}; entit-y’s Minnesota factors @ apportionment purposes _i_r_1_ _th_e numer- 
ators pf 1:h_e apportionment formula app gig t_ot_2_1l factors Q; apportionment 
pu1_‘poses o_f _a_l_l entities included pursuant t_o paragraph (Q _ip t_l1e_ denominators 
pf fig apportionment formula. 

' 

Subd. 5. SPECIAL RULES. Notwithstanding subdivisions 3 a_n<_1 5;, gap 
income from ’th_e operation o_f;hyc_ following types o_f businesses must _b_e allocated 
a_s follows: 

E) A_ll income from fig operation o_f Q farm § assigned _tp gis state if tl1_e 
farm i_s located within fl1_i§_ state gfll pp such income i_s assigned t_p @ state i_f 
LIE farm is located without t_h_i_§ state. 

_(p) Income from 3 trade Q‘ business consisting principally o_f Q perform- 
ance pf personal 9; professional services i_s assigned t_o this state i_f, and _t_p gs 
extent that, E services E performed within grip state. 

(Q) Q‘ athletic teams when 11}; visiting team does _r_1_(g share Q th_e gate 
receipts, a_ll pf 113 team’s income is assigned t_o_ gig state i_n which th_e team’s 
operation § based. 

Subd. Q NONBUSINESS INCOME. @ p 332$ g business f_og which 
allocation o_f income within gig without gig state i_s required, i_f gig taxpayer 
_l_1_a_s_. a_ny' income n_ot connected @1; th_e trade 9_r business carried o_n partly 
within gig partly without _t_l_1§ state t_l;a_t income must he allocated under subdi- 
vision ; Intangible property i_s employed i_n _a trade o_r business Q‘ ;l_i_e_ owner pf E property holds Q g1_s_ _a means pf furthering @ trade g 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 t_o t_h_e_ extent 

provided i_n flip section and entered into with all jurisdictions legally joining 
therein, in the form substantially as follows: 
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Article I. 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 settle- 
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 H-1; R5 and article V of this compact shall apply only to the 
taxes specifically designated therein and the p1=e=v-is-ions ef art-iele IX of this 
eempaetshaflapplyenlyinrespeetteéeterminatienspursuanttemaidefil. 

A-r=t-ieleH-1-. Elementseflneemefiiaaelzawsw 

1Paaepaye1=9ptien;St~atear2elI=eeal5l3aaees: 

-l—. An-ytaaepayersubjeetteanineemetaxwheseineemeiesubjeette 
appertienmentanéeueeafienfertaxpurpesespursuanttethelemefapafiy 
stateerpursuanttethelawsefsubdivisiensintweermerepafiysteteemay 

euehstawerbythelawsefsuehstatesandsubdiwésiensmétheutrefereneete 
thiseempaefiermayeleetteappefiienandalbeateinaeeerdaneevéthefitiele 
I-VL. 5PhiseleetienieranytaxyearmaybemadeinallpaFtystatesersubdrvi- 
siensthereeferinanyeneermereefthepafiysmtesersubdiwésiensthereef 

statetaaeesanéeheappefiienmentafiéafleeatieaalsemaybeappfiedtethe 

siensefastatemaythesume£aH&ppefiienmentsanéalleeafienstesubdiv% 
sienswithinasmtebegreaterthentheappmaienmentaaéafleeaflefithatweuld 
beassignabletethatstateiftheappertienmaiterafleeaflenwerebeingmade 
withrespeetteastateineemetaae: 

5l1axpa-yerépt-ien;She1=tFea-ta: 

shaflprevidebylawthatanytaaepayerrequireétefileareturngwheseenly 

mmingerrenfingrealestateertangiblepersenalpreperty;&ndwhesedeHar 
velumeefgresssabsmadedeéngthetaxyearwithinthestateersubdiaésien; 
astheeasemaybe;isnetineaeeessef$+9G;999mayeleeHerepefiandpaya§y 
mxéueenthebasieefepereentageefsuehvelumewnéshaflaéeptrateswhieh 
sheflpredueeataxw-hiehreasenablyappreaeimatesthetaxetherwésedue: illhe 
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sien;netmere%h&neneeinfi¥eye&rs;m&yadifist%he$499:999fiS&Fe*fi°*d°* 

makeehesanaeeleefienavaflableteimepayefsaééitienalmthesefifiefififiéifi 

Geverage: 

3: Nethinginéhisameiereiatestetherepertingespaymemefanyiaae 
eéheréhanenineemeiaat-. 

A-Eeielel-RF. Di=+isienef¥neea=xe: 

-1-. 

inthereguiareeumeef%he%mepaye#stradeerbus%mss;andine4udesineenae 

~~~ 

~ 
~~~ 

~~ 

~~~ 

~~ 

~~~ 

~~ 

~~~ 

~~ 

~~~ 

~~

~ 

pes%fieae£%he§£epeHyeemfi+ute%n%egEa1p&fisef%he%meP&Ye#sfegu}a+fiade 
erbusinessepesatien-5: 

erbasinesse£%he%a*payex=isd'Heetede¥m&naged: 

efremufierafienpaidieempleyeesferpersenalseeviees: 

fifianeeeempany;im<es%men%eempan5§eranyt5Ipee£insuraaeeeempanye 

wmmunweflenmfienepefiafienefgeedserpemensgaweptbypipefinaeréhe 
p£eéuefien;fi&nsmwaen;sale;deh¥efi;e££u+nmhmgefe1ee£-Heitygwawree 
steam:aad(£9whese¥&twe£ehafgw£ergeeéserseFfieesha¥ebeeaes%&Hished 
erappreveébyafedemhsfateerleeaigevemmeatergevernmeniaiageneye 

(g)fiSa1esL’meansaHgressreeeiptse£%hetaaepayerne%&Heea%edunder 
paragfaphsefehisartieie: 

%heGemme&weai%hefPae¥teRiee;anyte£d£efyerpessessienef%heU-nifed 

éfiflqlhissiateflmemesthestateinwhiehtherelevantmxfetumisfiledeag 
in%heeeseef&ppfieafiene£%his&stielete%heappefiieamen%aadaHeeafiefief 

éhefelevan-Haaeretuaaaisfrledv 
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wfiflnafiévfiiheméhfifiaffiethaéhmaefifiéywafinanéaiergaaizfiiefim 

ineeme£eeei¥eéby&%finaese%afesidea%indi¥idua}efineemef£em¥heeperm 
fiene£e£a£m;shaHal4eea%eaadappe£t4enhisae%§neemeasprevideé%n+h§s 
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afiéelefihetmepayermayebefleaibeaéeanéappefiéenhéseméfeaetiaeemeas 
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fietineemefmgafraaehiseémemeasufedbyaeténwmegafiaflehiseéaxferéhe 
pé¥Hegee€de%ng.b&siness;e£aeespe§&tes%eek%aagere9%ha+fia£ehasjufi& 
éieéefimsubjeet%he%axpayeHeane%ineeme%a*§ega£é1essefwhahe&in£ae§ 
thestaiedeeseféeesneta . 

4: 
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6: 5Fheprepef%y£&e£erisafEae%ien;%heaumef&tefefwhieh§s%hea¥erage 
waiueeftheémepayerkmalandtangibkperseaalprepertyewneéerremedané 
ueeéifiihissfated-ufifig%he%a*periedaad%hedenem+na£erefm4}iehis%he 
a%¥age¥&LueefaH+he%aaepaye#s¥ea4&nd%aagib}epefienaifirepefiyewneéer 

6: Prepert-y 
Net 

anfluaiienfaimieisfheannualmnfaimmpaidbyihefmepayefiewanyaaauai 
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-7-. 5Fhea¥er&ge¥a}ueefprepe1=t-yshaflbeéeteaa-ineébya¥eraging%he 
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(e)Semeef%heseFvieeisperfePmeéin%hes%ateand€l—)thebasee£epera- 
fiemergifthereisnebaseefepefekienefihepiaeefremwhiehéheaefiéeeis 
direetedereenHeHedisinthes%&te;esé29%hebasee£epera+ieme¥%he§}aee 
firemwhiehthesefiieeisdiieetedereenfreiieéisnetinanystaieinwhieh 
semepafief%heseFvieeiape¥fermed;bu%$heinéividuai%¥esiden%isinflais 
siaier 
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(-bfillheexelusienefenyefieeraaereeffihefaeeersg 

senw-hetaaepayeifisbusinesseetivityinthisstateger 
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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 Commission. 

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(e) 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. 

(c) 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 oflicial 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 giving of 
notice of annual, regular and special meetings. Notices of special meetings shall 
include the reasons therefor and an agenda of the items to be considered. 

(t) 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. 

(1) 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 olfices 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 oflicer 
in each of the party states. 

(1) 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 mem- 
bers, including the chairman, vice chairman, treasurer and four other members 
elected annually by the commission. The executive 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 oflicials, 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. 

(0) 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 systems 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 encouraging 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 things 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 oflicer or 
ofiicers 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(i) of this article, provided that the C0l’Ill’1’11SS10n 
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 l(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 otlicers of the party states and by any persons 
authorized by the commission. 

(0 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 VII. 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. The eemmissiea may 
alseaetwithrespeettetheprevisiensefaa=tieleI¥e£thiseempaet= 

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 oflicials 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 VIII. 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 subject 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 insuflicient 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 particulartaxpayer, 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 
sulficient 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 period 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 II, means any tax or license fee imposed in whole or in part for revenue 
purposes. 

Article IX. Arbitration.
~ 
~~~

~ 

~~ 

~~~ 

~~ 

~ 
~ 
~ ~
~ 
~ 
~~~ 

~~~ 

~
~ 
~ 
~ 
~
~ 
~ 
~ 
~
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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&taaepayerwhel+aseleetedteea+pley&rtieleI¥;erwhene¥er 
the laws of the party state states or subdivisions thereof are substan- 
tially identical with the relevant provisions of a-rt-iele I-NF, E 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, one 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 afliliation within the 
meaning of this paragraph. 
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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 subpoena is directed 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. 

91 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 oflicer in each of the party states. 

13. Nothing contained herein shall prevent at any time a written compro- 
mise of any matter or matters in dispute, if otherwise lawful, by the parties to 
the arbitration proceedings. 
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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;aweptthatapafiysmteshaHbeebhgateéteimpleme&t&rtieleIH%ef 
thiseempaet. 

_(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 <Sommission’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 oflicer 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.l91] APPORTIONMENT OF NET INCOME. 
Subdivision _1_. GENERAL RULE. Except Q otherwise provided Q section 

290.17, subdivision Q, mg n_et income from 3 trade g business carried pp partly 
within an_d partly without Lis state must pp apportioned t_o Q state _a_s_ provid- 
pg ip t_l3_i_s section. 

Subd. _2_. APPORTIONMENT FORMULA OF GENERAL APPLICA- 
TION. Except fpr those trades Q‘ businesses required t_o u_se. p different formula 
under subdivision g g section 290.35 _g 290.36, z_1p_d _fb_r trades g b_usg 
nesses Q receive permission ’_tp pg some other method under section 290.20 
o_r under subdivision 1, §_. trade g business required _tp apportion it_s n_et income 
mpm; apportion it_s income t_o E sgjtg Q tl_ge_ g1s_1's o_f‘ th_e percentage obtained Q taking pl_1_e glfl o_f: 

(_l_) 10 percent o_f E percentage which tl1_e sales made within E state Q 
connection with t_lg_: trade _o_r business during ghp ta); period at o_f tl1_e total. sales 
wherever made ip connection with 311:; trade 9; business during flip 1115 period',_ 

(_2_) l_5_ percent o_f t.l1_e percentage which Q Lfl tangible property Iii py 
_t_h_§ taxpayer i_n @ state _i_p connection _vg_it_h _t_l§ tpzfi Q‘ business during ghe ta; 
period i_s pftg; total tangible property, wherever located, pspd py th_e taxpayer i_r_1_ 
connection _w_im gig trade o_r business durintz _t_1E t_a§ period; £1 

Q) l_5_ percent pf gig percentage which thg taxpayer’s t_ot_al_ payrolls Q g 
connection _v\;i_th th_e trade g business during t_l'_1_e t_a§ period E pf Q: taxpayer’s 
t_qt_al payrolls paid 9; incurred i_n connection @ th_e _t_r_a£l_e_ 9; business during 
th_e t§_>_;_ period. 

Subd. _; APPORTIONMENT FORMULA FOR FINANCIAL INSTITU- 
TIONS. Except @‘ pp investment company required t_o apportion i_t_§ income 
under section 290.36, p financial institution 3 is required jtp apportion it_s n_e.t 
income mu_st apportion it_s pit income t_o @ state pp _t_l_1_e_ basis o_f"tl1_e percentage 
obtained by taking _th_e sum o_f: 
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(_l_) 70 percent of the pg-:_1'c_er_1_‘tgg_t; which gig receipts from within t_h_is_ state ip 
connection with. 11.12 t_ra@ 92 h1_sin_ess d_um_a th_e tag new are 9£_th_e tqtal 
receipts. in _____connection um the t_ra.d_e 9: li;1s1_ne_s_s. dLY1I_1E th_e ta_x 1-mid. f_rm 
wherever derived; 

(21 lg nercent o,f Q12 percentage which the sum Q the M tarr_gi_bl9 argued): 
u__sed1_>xm<:__r2_y_tax aeri_n£l11_sl§t£a11<_ifl121_I1t:1ns1ifinr91mr9m<1l>x_ti1_e 
taxpayer and attributed t_o mi_s $1.6. i_n C.-mom fl LIE t_ra_<.i§ E btirgss 
dur__gin m2m2Liddi§9£fl1_es_Im9_fflrgtL=QLmsil>1_em>n§LtLwl1sr§& 
e_r _____,1ocated __used by the __2_y_tax a er. 51.121 th_e mam nrsncnr gum hr tm 
taxpayer and attributed t_o gill states i_r_1 connection yvi_tl_1_ tpe tgglp 9_r_ fig 
during jg wg period; fig 

Q) _1__5_ percent pf flip percentage which tpe taxpayer’s t_9_’ga_l payrolls @ g 
.i_n____curred 11.1. &i_S §t_a_t§ E @ i_s __12__i‘eS ect t_0 1.21352 ntzgfgiwi i_n Qié .S.L1t_e. in 
connection w_i_t_h LIE ’tr_a1_c_l_(; pi; business during t_l§ La); pe;io_d Q pf fig ;a_>gpgyeg’_s 
ga_l payrolls pg_i__c_l_ Q incurred i_n connection @ _t_l;g tgggg 9_r_ business gigirig 
’th_e ‘ca_x period. 

Subd. 5; APPORTIONMENT FORMULA FOR CERTAIN MAIL ORDER 
BUSINESSES. E fllg business consists exclusively o_f ;h_e selling pf tangible 
personal property £1 services i_n response 19 orders received py United States 
_rpg_il Q telephone, g1_1_d_ _l_QQ_ percent o_f th_e taxpayer’s property pg payroll i_s 

within Minnesota gllep ‘th_e taxpayer _rpay apportion _r_1_e_t_ income tp Minnesota 
based solely p]3o_n fig percentage E tl1_e iles r_n_g<_1_g within gig s_t@ Q connec~ 
t_ip_p @ gpg Lrgip _9_r_ business during E ‘:z1_x period gr_e pf §h_e to_t\l glgp 
wherever grglp i_n connection wi_t_l_i_ fig gfl o_r business during pp; t_a_1g period. 
Property gig payroll factors _a_r_e_ disreggrded. lp determining eligibility Q 
tl_1_i§ subdivision, th_e _sg_lp gt Q g_h_e ordinary course o_f business o_f tangible pg 
intangible assets ps_ed ip conducting business activities must pp disregflded. 
This subdivision § repealed effective jg taxable years beginning after December 
31 1988. .._—1 .—_..j

~~ 
Subd. 2 DETERMINATION OF SALES FACTOR. (gt) fig pumoses p_f_‘ 

_t_l_1_i§ section, gig following rules apply i_n determining _tl1_e sales factor. 

(Q) Sales o_f tangible personal property pg made within _t_l_1_i_S state i_t_‘ th_e 
property _i§ received l_)y a_ purchaser a_t g point within 3113 state, and ;h_e taxpayer 
_i_s_ taxable ip 12% state, regardless pf t_l_1e_ f.o.b. point, other conditions 9_t_';l_1§ sale, 
pr; E ultimate destination o_f 1l_1;e_ property. 

(Q) Tangible personal property delivered t_o g common pg contract carrier 9; 
foreign vessel fpr delivery 19 g mirchaser i_n_ another state g nation Q g sale i_n 
that state pg nation, regardless pf f.o.b. point 9_r other conditions _o_f ;l_1_e_ sale. 

(Q) Notwithstanding paragraphs (lg) grid (pl when intoxicating liquor, wine, 
fermented fig beverage_s1 cigarettes, 95 tobacco products gig _s__9lg tp g purchaser fig _i_s_ licensed py g state 9_r p_olitical subdivision 19 resell t_l_1_i_s property gply 
within th_e _s;a_tg o_f ultimate destination _tl1_e _sglp i_s made Q E s»t_a'ga_. 
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(Q) Sales made py g through a_ corporation that jg qualified _a_s g domestic 
international sales corporation under section 292 <_)_ftl_1_e Internal Revenue Code 
_§l£€_) _n_9_t_ considered tp have been made within E state. 

(Q Sales, other til sales o_f tangible personal property, E made i_n _t_l_1_i_s_ 

Lite fi't;l1_e property § fig, g E benefits pf flip services gr_e consumed, _ip tl_ii_s 
s»t_at_(e_. I_f fie property is p_s_gl pg t_l;§ benefits pf ghp services fie consumed i_n 

tli E state, plgp sales must b_e apportioned pg Ltp according tp t_h_e 
portion o_f u_se o_r consumption o_f benefits Q gig state.. ' 

Subd. DETERMINATION OF RECEIPTS FACTOR FOR FINAN- 
CIAL INSTITUTIONS. (p)_ILr purposes o_f _’tl1_is section, the; rules i_p flips subdi- 
vision Qd subdivisions 1 a_ng § apply Q determining th_e receipts factor _fo_r 
financial institutions. 

(p) “Receipts” fpr this purpose means gross income, including n_et taxable 
gain 9_n_ disposition pf assets, including securities and money market transac- 
tions, when derived from transactions and activities i_n th_e regular course pf 
jg taxpayer’s trade g business. 

(p) “Money market instruments” means federal funds §9_lg _a_n_d securities 
purchased‘ under agreements t_o resell, commercial paper, banker’s acceptances, 
a_ng_ purchased certificates pf deposit g_n_d_ similar instruments pg ;p_e_ extent _t_h1t 
th_e instruments g reflected Q assets under generally accepted accounting prin- 
ciples. 

(31) “Securities” means United States Treasugy securities, obligations o_f United 
.States government ggencies and corporations, obligations o_f state and political 
subdivisions, corporate stock ggl other securities, participations i_n securities 
backed lpy mortgages hplg py United States p_1_' state government agencies, loan- 
backed securities gig similar investments ;9 L119 extent 113 investments _a_1;c_: 

reflected pg assets under generally accepted accounting princinles. . 

(Q) Receipts from tl_1_e lepsp pi; rental _o_i_' yell o_r tangible personal property, 
including @ finance leases £1 E leases, b_e attributed t_o E i_f 

th_e property i_s located‘ i_n gig % Tangible personal property 3113; i_s charac- 
teristically moving property, @ § motor vehicles, rolling stock, aircraft, yeg 
_spl_s_, mobile eguipment, Ed th_e filgp, 5 considered 39 pg located i_n a_ state 

Q) th_e operation gj _tpe_: property jg entirely within th_e state; g 
Q.) t_h_e operation gi‘tl1_e property i_s i_n ’tw_o gr more states, _b_1_11 flip principal 

base o_f operations from which pig property § sent o_ut § i_n t_h_e state. 
(9 Interest income and other receipts from assets i_n th_e nature o_f loans that E secured primarily l_)y real estate 9; tangible personal property must pg attri- 

buted t_<_)_ its state i_f t_l_1p security property i_s located Q @ state under _th_e 
principles stated i_n paragraph (§__)_. 

Lg) Interest income and other receipts from consumerloans not secured py 
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t'e_a_l et tangible personal property _fie_t efi made t_o residents gt‘ fii_s_ state, Whether 
at z_1_ place et‘ business, he traveling l_o_ee Offiflt by mall; hi telephone 91 Other 
electronic means, must b_e attributed t_o fllfiS_ state. 

Qt) Interest income eti_c_l_ other receipts from commercial loans m install- 
ment obligations pet secured he tezg e_r_ tangible personal property must hi 
attributed to this state i_f the proceeds et the tear; a_i;; Q he eppfid 1_11 th_1S fiat_e; 
If it cannot be determined where fie funds eye te he epp_1@, fie _i_I£(>;n_e 5131 
-1;3(;iQtS are attributed t_o fie state i_n which the business applied f_o_i; th_e leefi 
“Applied for” means initial inquiry (including customer assistance i_rt preparing 
fie loan application) g submission o_f e completed leg application, whichever 
occurs first. 

gt) Interest income and other receipts from _a_ participating financial 
tion’s portion et‘ participation loans must be attributed under paragraphs te) te 
(ILL A. p____2__artici ation _loan is a __10a.n.. i_n ____Which .m_0t§ than 9112 lgmitz i_s 2 ge_di_t<£ t_o 
e common borrower. 

(j) Interest income Qt; other receipts including service charges from finan- 
efizfl institution credit E eg travel @ entertainment credit eer_d receivables 
efil credit mfii holders’ feg must ‘fie attributed t_o the state te which the _c_et<_i_ 
charges fie gee fie regularly billed. 

Qt) Merchant discount income derived from financial institution credit card 
holder transactions @ e merchant must Q attributed t_o tli_e state tp which fie 
merchant i_s_ located. I_n tli_e _c_a_se _o_f merchants located within eect outside tl_1e 
state, <_>_n_ly receipts from merchant discounts attributable t_o sales made from 
locations within tli_e state ete attributed t_o E get 1t i_s presumed, subject t_o 
rebuttal, fiet the location o_f e merchant te th_e address shown _o_r_t the invoice 
submitted he fie merchant t_o_ tli_e taxpayer. 

Q) Receipts from fie performance ef fiduciary and other services must E 
attributed te the state i_n which tlte benefits et"tl1_e services _f_:I_I‘§_ consumed. I_f _t_l§ 
benefits Q consumed i_rt more than 9__ite state, the receipts from those benefits 
must lg apportioned t_o fiie state pee rata according _te tlfi portion o_f tlfi 
benefits consumed fi t_h§ state. 

(he) Receipts from fie issuance ef travelers checks £1 money orders must Q attributed t_o fie state fi which the checks and money orders a_re purchased. 
(h) Receipts from investments gt‘ e financial institution i_n securities o_f this 

state, it_s political subdivisions, agencies flat instrumentalities must he attri- 
buted _t_9_ tl_i_i§ state. 

Subd. 1 RECEIPTS FROM INVESTMENTS IN NONSTATE SECURI- 
TIES; HOW APPORTIONED. Receipts from investments gt‘ e financial institution 
i_i_i_ other securities egg from money market instruments must Q apportioned t_o fig etefie based eh tl_ie fie fiet tfial deposits from E state, tte residents, 
including erty business _w_i_t_h fit oflice _<_)_r_ other place ef business i_n fii_s_ state, it_s 

political subdivision_s_, agencies, £1 instrumentalities heet t_o th_e @ deposits
I 
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from a_ll states, their residents, their political subdivisions, agencies gig instru- 
mentalities. _I_n_ g1_e_ Q o_f Q unregulated financial institution subject t_oE 
section, these receipts Q apportioned t_o @ based Q tbs _r_z_it_ip t_lLt it_s 
gross business income earned from sources within t_l_1§ state bears Q gross 
business income earned from sources within a_ll_ states. Q" purposes Q‘ fl1_is 
subdivision, deposits made by E state, i_ts residents, _i_t_s_ political subdivisions, 
sgencies, ap(_l instrumentalities must Q attributed tp _tb_is stag, whether Q pQ 
tlg deposits £13 accepted Q maintained by tbe taxpayer a_t locations within t_h§ 
state. 

Subd. _8_. DEPOSIT; DEFINITION. (gt) “Deposit,” Q used Q subdivision 
_7_, tips tbs meanings i_n Qis subdivision. 

(b) “Deposit” means t_lte unpaid balance o_f money Q its equivalent received Q by a_ financial institution _I_I_1 E _1§1sa_t course o_f business pig _f_'c_)_i; which Q 
_l_1_2_1_s g_iyg1_1_ Q g obligated t_o gfi credit, either conditionally Q unconditionfly, 
t_o s commercjgt, checking savings, time, Q thrift account whether Q 1_1Q advance 
notice § required t_o withdraw tlg credited funds, Q which § evidenced byQ 
certificate pt‘ deposit, thrift certificate, investment certificate, Q certificate o_f 
indebtedness, ,Q other similar name, Q s check Q draft drawn against _a deposit 
account aLd certified by @ financial institution, Q _2__l l_e_tt_e1_‘ o_f credit Q s 
traveler’s check E which tl1_e financial institution i_s primarily liable. However, 
without limiting t_h_e generality Q‘ tbs term “money Q Q equivalen ,” _a_xty s1_1c_h 
account Q instrument must bb regarded a_s evidencing tl1_e receipt o_ftl1_e eguiva- 
lQt o_f money when credited Q issued Q exchange, £o_r checks Q drafts Q @ s 
promissory Que upon which tbs person obtaining t_It§ credit Q instrument is 
primarily o_r secondarily liable, Q QQ as charge against s deposit account, Q _ip 
settlement _(_)_f checks, drafts, Q other instruments forwarded t_o tfi bank E 
collection. 

whether held Q ’th_e trust department Q held Q deposited i_n fly other depart- 
ment o_f tbb financial institution. 

(Q) “Deposit” means money received Q pg by s financial institution, Q 
t_l_ib credit given Q money Q _i§ eguivalent received Q _h_eld by _a financial 
institution, its E M course o_f business E s special Q specific pu1_‘pose, 
regardless o_f@ lbgsl relationship s_o established. Under Qis paragraph, “depos- 
i_t: includes, E i_s n_ot limited t_o, escrow funds, funds heQld § security Q‘ ap 
obligation E t_o % financial institution Q others, including funds bsfl gs 
dealers reserves, Q fQ securities loaned by th_e bank, funds deposited by _a 
debtor t_o meet maturing obligations, funds deposited as advance payment Q 
‘subscriptions Q United States government securities, funds held Q distribution Q purchase o_f securities, funds Q Q meet it_s acceptances Q letters Q‘ credit, 
apd withheld taxes. 3 Q Q include funds received by be financial institu- E Q‘ immediate application tp tbs reduction Q‘2_1_1_i_ indebtedness _t_(_> E receiv- 
_it1_g financial institution, Q under condition Qa_t th_e receipt o_f E 1_°1b1_d_s immediately 
reduces Q extinguishes E indebtedness. 
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(p) “Deposit” means outstanding drafts, including advice 9; authorization t_0 
charge a financial institution’s balance i_n another E institution, cashier’s 
checks, _money orders, _o_§ other officer’s checks issued ip th_e usual course 

gp" 

business f_o_r _a_r_iy purpog pp; @ including those issued ip payment £9; services, 
dividends, g purchases Q other costs 9; expenses o_f th_e Egg iI1_st_it_\1£0§ 
itself. 

(Q “Deposit” means money Q it_s equivalent lli _EE 5} £11’: b_a1_ag1§_ ‘py Q 
financial institution o_n behalf o_f i_t§ customer if jt_l_1p entity i_s enaaoed i_n soliciting 
5131 holding such balances Q t_hc_; regular course 91‘ figs l11pig:s_s. 

(g) Interinstitution fund transfers a_1‘e pgt deposits. 

Subd. _9_. DETERMINATION OF PROPERTY FACTOR; GENERAL 
RULES. lg a_ll_ taxpayers, tl1_e property factor includes tangible property, gal, 
personal, E mixed, owned pi: rented, E g py mg taxpayer ip connection Eh tpe trade g business, g pet forth Q subdivision Q @ financial institu- 
tions only, Q property factor gilfl includes intangible property, a_s s_e‘t fprih i_p 
subdivision l_l_. Egg both tangible an_d intangible property, me property includ- 
pd Q mg property factor i_s t_h_e average o_fme_ total property used lpy flip taxpayer A 

ip connection with pg business during 13 tgg period. Such averages must b_e pp 
3 commensurate basis Q property within a_r1d_ without fie state. 

Subd. 1_(; PROPERTY FACTOR; TANGIBLE PROPERTY. (_a_) Tangible 
property includes land, buildingp, machinery ad equipment, inventories, _an_d 
other tangible personal property actually ps_e_(_1 by tfi taxpayer during t_h_e taxable 
y_e_a_r i_n carpying pp t_l_1p business activities o_f mg taxpayer. Tangible property 
which i_s separately allocated under section 290.17 i_s_ n_ot includable i_n t_h§ 
property factor. 

Q) _C_a§h_ pp Q1r_1_d g Q banks, shares o_f stock, notes, bonds, accounts 
receivable, pr other evidences pf indebtedness, special privilegg franchises and 
goodwill, §._rp specifically excluded from tl1_e property factor, except a_s otherwise 
provided fig; financial institutions i_p subdivision L14 

(9) _”[pp value 9_i_‘ tangible property yr_1a_t i_s owned _l_)y fig taxpayer E t_ha_t Q 
t_o_ Q ppgd i_n thp apportionment fraction i_s t_l'ye_ original pry adjusted Q pray 
l_a_t_e; capital additions g improvements gig partial disposition l_)y reason o_f 
§al_e, exchange, g abandonment. 

(Q) Q; purposes 91‘ computing t_hp property factor, United States govern- 
ment property that ig used py fi1_e_ taxpayer must Q considered owned l_)y Llye_ 
taxpayer. 

Q) Property tl_i_at_ i_s rented py gig taxpayer i_s valued a_t eight times th_e pet 
annual rental. _I§I_et annual rental _i_§ flip annual rental gid Q Q taxpayer legs 
gpy annual rental received Q fl1_e_ taxpayer fro_m subrentals. if LIE subrents 
taken ii account _ip determining t_he_ n_et annual rental produce § negative 9; 
clearly inaccurate value fpr fly @ 9_f property, another method t_l'l::1_’g @ 
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properly reflect ;l_i§_ value o_f rented property may pg reguired by E commis- 
sioner g requested py gig taxpayer. Ip pp case, however, shall phe value Q Ii 
than Q amount which bears _t_l;§ same ratio 19 t_l_1_§ annual rental paid by tpe 
taxpayer f_og such property Q th_e @ market value Q Q portion pf thg 
property used l_)y ’th_e taxpayer bears :9 Q total fig market value _o_f t11_e_ rented 
property" . Rents paid during th_e year cannot Q averaged. 

(Q A person filing 2_1 combined report shall _u_s§ t_h_i§ method o_f calculating th_e 
property factor fir a_ll members o_fQ1_§ group. 

Subd. LL FINANCIAL INSTITUTIONS; PROPERTY FACTOR. (g)@ 
financial institutions, th_e property factor includes, § v_vgl_l g tangible property, 
intangible property _z§ fl forth _ip Quip subdivision. 

Q9) Intangible personal property must pp included Q fig ta_x basis Q federal 
income Q purposes. ' 

(p) Goodwill must pp‘; lg included Q thp property factor. 
(Q) Coin and currency located Q _t_ll§ state must pp attributed t_o E state. 
(53) Lease financing receivables must Q attributed t_o E state i_f £1 £9 t_h_e_ 

extent that _t_l_1p property i_s located within @ state. 
(Q Assets i_n gig nature p_f loans that g_r_§ secured py pegl g tangible personal 

property must pp attributed tp E state i_f £1 t_o th_e extent that t_l§ security 
property i_s located within gm state. 

(g)'Assets _ip flip nature pf consumer loans gig installment obligations that 
gr_e_ unsecured Q‘ secured py intangible property must pp attributed Q E state 
if the loan was made to a resident of this state. 

(Q) Assets i_p flip nature pf commercial % E installment obligations t_l_ip; 
a_r_e_ unsecured 9_r secured py intangible property must b_e_ attributed tp grip state 
if t_l_1_e_ l_o_a_r; proceeds o_f jg li E t_o 3 applied _i_r_1 t_l_1_i§ state. If p cannot pp 
determined where §h_e_ funds _2_l__IE pp p_e applied, Q; assets must Q attributed pp 
ghp state i_n which E business applied E th_e loan. “Applied fpr: means initial 
inquiry (including customer assistance Q preparing E log a lication _(_)_r 

submission o_f 3 completed'@ application, whichever occursQ 
Q) A participating financial institution’s portion o_fg participation loan must 

pp attributed under paragraphs (p) 19 Q1); 
Q’) Financial institution credit card £1 travel £1 entertainment credit card 

receivables must Q attributed t_o th_e state Q which th_e credit card charges £1 
fees Q regularly billed. 

(lg) Receivables arising from merchant discount income derived from finan- 
_c_i_al institution credit card holder transactions with g_ merchant g1_r_e_: attributed pg 
flip state i_n which E merchant § located. I_p _t_hp case o_f merchants located 
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