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290.01 DEFINITIONS,

[For text o f subds 1 to 5a, see M.S.2000]

Subd. 5b. Insurance company. The terms “insurance company,” “life insurance 
company,” and “insurance company other than life,” have the meanings given in the 
Internal Revenue Code.

[For text o f  subd 6, see M.S.2000]

Subd. 6b. Foreign operating corporation. The term “foreign operating corpora
tion,” when applied to a corporation, means a domestic corporation with the following 
characteristics:

(1) it is part of a unitary business at least one member of which is taxable in this 
state;

(2) it is not a foreign sales corporation under section 922 of the Internal Revenue 
Code, as amended through Decem ber 31, 1999, for the taxable year; and

(3) either (i) the average of the percentages of its property and payrolls assigned 
to locations inside the United States and the District of Columbia, excluding the 
commonwealth of Puerto Rico and possessions of the United States, as determined 
under section 290.191 or 290.20, is 20 percent or less; or (ii) it has in effect a valid 
election under section 936 of the Internal Revenue Code.

Subd. 7. Resident. The term “resident” means any individual domiciled in Minne
sota, except that an individual is not a “resident” for the period of time that the 
individual is either:

(1) on active duty stationed outside of Minnesota while in the armed forces of the 
United States or the United Nations; or

(2) a “qualified individual” as defined in section 911(d)(1) of the Internal Revenue 
Code, if the qualified individual notifies the county within three months of moving out 
of the country that homestead status be revoked for the Minnesota residence of the 
qualified individual, and the property is not classified as a homestead while the 
individual remains a qualified individual.

“Resident” also means any individual domiciled outside the state who maintains a 
place of abode in the state and spends in the aggregate more than one-half of the tax 
year in Minnesota, unless:

(1) the individual or the spouse of the individual is in the armed forces of the 
United States; or

(2) the individual is covered under the reciprocity provisions in section 290.081.
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93 INCOME- AND FRANCHISE I AXES 290.01

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

The term “abode” means a dwelling maintained by an individual, whether or not 
owned by the individual'and whether or not occupied by the individual, and includes a 
dwelling place owned or leased by the individual’s spouse. ■

' Neither the commissioner nor any court shall consider charitable contributions 
made by an individual within or without the state in determining if the individual is 
domiciled in Minnesota.

[For text o f subds 7a to 18, see M.S.2000],

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

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

(1) the exclusion of net capital gain provided, in section 852(b)(2)(A) of the 
Internal Revenue Code, docs not apply; ■

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

.; (3) the deduction for dividends paid must also be applied in the amount of any 
undistributed capital gains which the regulated investment company clects to have 
treated as provided in section 852(b)(3)(D) of the Internal Revenue. Code.

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

The net income of a designated settlement fund as defined in section 468B(d) of 
the Internal Revenue Code means the gross income as defined in section 468B(b) of 
the Internal Revenue Code.

The provisions of sections 1113(a), 1117. 1206(a), 1313(a), 1402(a), 1403(a), 1443, 
1450, 1501(a), 1605, 1611(a), 1612, 1616, 1617. 1704(1),. and 1704(m) of the Small 
Business Job Protection Act, Public Law Number 104-188, the provisions of Public Law 
Number 104-117, the provisions of sections 313(a) and (b)(1), 602(a), 913(b), 941. 961, 
971, 1001(a) and (b), 1002. 1003, 1012, 1013, 1014. 1061. 1062, 1081. 1084(b), 1086, 
1087, 1111(a), 1131(b) and. (c), 1211(b), 1213, 1530(c)(2), 1601(f)(5) .and (h), and 
1604(d)(1) of the Taxpayer Relief Act of 1997, Public Law Number 105-34, the 
provisions of section 6010 of the Internal Revenue Service Restructuring and Reform 
Act of 1998,: Public Law Number 105-206, the'provisions of section 4003 of the 
Omnibus Consolidated and Emergency Supplemental Appropriations Act, 1999, Public 
Law Number 105-277, and the provisions of section 318 of the Consolidated Appropri
ation Act of 2001, Public Law Number 106-554, shall become effective at the time they 
become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1996, 
shall be in effect for taxable years beginning after December 31, 1996:

The provisions of sections 202(a) and (b), 221(a). 225, 312, 313, ..913(a). 934, 962. 
1004, 1005, 1052, 1063, 1084(a) and (c), 1089. 1112. 1171, 1204, 1271(a) and (b), 
1305(a), 1306, 1307, 1308, 1309, 1501(b), 1502(b), 1504(a), 1505, 1527, 1528, 1530, 
1601(d), (e), (f), and (i) and 1602(a), (b), (c), and (e) of the Taxpayer Relief Act of
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290.01 INCOME AND FRANCHISE TAXES 94

1997, Public Law Number 105-34, the provisions of sections 6004, 6005, 6012, 6013, 
6015, 6016, 7002, and 7003 of the Internal Revenue Service Restructuring and Reform 
Act of 1998, Public Law Number 105-206, the provisions of scction 3001 of the 
Omnibus Consolidated and Emergency Supplemental Appropriations Act. 1999, Public 
Law Number 105-277, the provisions of section 3001 of the Miscellaneous Trade and 
Technical Corrections Act of 1999, Public Law Number 106-36, and the provisions of 
section 316 of the Consolidated Appropriation Act of 2001, Public Law Number 
106-554, shall become effective at the time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31. 1997,. 
shall be in effcct for taxable years beginning after December 31, 1997.

The provisions of sections 5002, 6009. 6011, and 7001 of the Internal Revenue 
Service Restructuring and Reform Act of 1998, Public Law Number 105-206, the 
provisions of section 9010 of the Transportation Equity Act for the 21st Century, Public 
Law Number 105-178, the provisions of sections 1004, 4002, and 5301 of the Omnibus 
Consolidation and Emergency Supplemental Appropriations Act, 1999, Public Law 
Number 105-277, the provision of section 303 of the Ricky Ray Hemophilia Relief 
Fund Act of 1998, Public Law Number 105-369, the provisions of sections 532, 534, 
536, 537, and 538 of the Ticket to W ork and Work, incentives Improvement Act of
1999, Public Law Number 106-170, the provisions of the Installment Tax Correction 
Act of 2000, Public Law Number 106-573, and the provisions of section 309 of the 
Consolidated Appropriation Act of 2001, Public Law Number 106-554, shall become 
effective at the time they become effective for federal purposes.

The Internal Revenue Code of 1986. as amended through December 31, 1998, 
shall be in effect;for taxable years beginning after. December 31, 1998.

The provisions of the FSC Repeal and Extraterritorial Income Exclusion Act of
2000, Public Law Number 106-519, shall become effective at the time it bccame 
effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 1999, 
shall be in effect for taxable years beginning after December 31, 1999. The provisions 
of sections 306 and 401 of the Consolidated .Appropriation Act of 2001, Public Law 
Number 106-554, and the provision of section 632(b)(2)(A) of the Economic Growth 
and Tax Relief Reconciliation Act of 2001, Public Law Number 107-16, shall become 
effective at the same time it became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 2000, 
shall be in effect for taxable years beginning after December 31, 2000. The provisions 
of sections 659a and 671 of the Economic Growth and Tax Relief Reconciliation Act of
2001, Public Law N um ber'107-16, shall become effective at the same time it became 
effective for federal purposes.

The Internal Revenue Code of 1986, as amended through June 15, 2001, shall be 
in effect for taxable years beginning after December 31, 2001.

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

/  For text o f  subcl 19a, see M. S. 2000J

Subd. 1.9b.. Subtractions from federal taxable income. For individuals, estates, and 
trusts, there shall be subtracted from federal taxable income:

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

(2 )1 if included in federal taxable income, the amount of any overpayment of 
income tax to Minnesota or to any other state, for any previous taxable year, whether 
the amount is received as a refund or as a credil to another taxable year’s income tax 
liability;
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(3) the amount paid to others, less the amount used to claim the credit allowed 
under section 290.0674, not to exceed SI,625 for each qualifying child in grades 
kindergarten to 6 and $2;500 for each qualifying child in grades 7 to 12, for tuition, 
textbooks, : and transportation of each qualifying child in attending an elementary or 
secondaiy school situated iii Minnesota, North. Dakota. South Dakota, Iowa, or 
Wisconsin, wherein a resident of this state may legally fulfill the state's compulsory 
attendance la\vs, which is not operated for profit, and which adheres to the provisions 
o f, the Civil Rights Act of 1964 and chapter 363. For the purposes of this clause, 
“tuition” includes fees or tuition as defined in section 290.0674, subdivision !, clause
(1). As used in this clause, “textbooks” includes books and other instructional materials 
and equipment purchased or leased for use in elementary and secondary schools in 
teaching only those subjects legally aind commonly taught in public elementary arid 
secondary schools in this state. Equipment expenses qualifying for deduction includes 
expenses as defined and limited in section 290.0674, subdivision 1, clause (3). “Text
books” does not include instructional books and materials used in the teaching of 
religious tenets, doctrines, or worship, the purpose of which is to instill such tenets, 
doctrines; or worship, nor does it include books or materials for, or transportation to, 
extracurricular activities including sporting events, musical or dramatic events, speech 
activities,, driver’s education, or similar programs. :For purposes of the subtraction 
provided by this clause, “qualifying child” has the meaning given in section 32(c)(3) of 
the Internal Revenue Code;

(4) contributions made in taxable years beginning after December 31, 1981, and 
before January 1, 1985, to a.' qualified governmental pension-plan, an individual 
retirement account, simplified employee pension, or qualified plan covering a self- 
employed person that were included in Minnesota gross income in the taxable year for 
which the contributions were made but. were deducted or were not included in the 
computation of federal adjusted gross income, less any amount allowed to be subtract
ed as a distribution under this subdivision or a predecessor provision in taxable years 
that began before January 1, 2000. This subtraction applies only for taxable years 
beginning after December 31, 1999, and before January 1, 2001. If an individual’s 
subtraction .under this clause exceeds the individual’s taxable income, the excess may be 
carried forward to taxable years beginning after December 31, 2000, and before 
January 1, 2002;

(5) income as provided under section 290.0802;
(6) to the extent included in federal adjusted gross income, income realized on 

disposition of property exempt from tax under section 290.491;
(7) to the extent not deducted in determining federal taxable income or used to 

claim the long-term care insurance credit under section 290.0672, the amount paid for 
health insurance of self-employed individuals as determined under section 162(1) of the 
Internal Revenue Code, except that the percent limit does not apply. If the individual 
deducted insurance payments under section 213 of the Internal Revenue Code of 19S6, 
the subtraction under this clause must be reduced by the lesser of:

(i) the total itemized deductions allowed under section 63(d) of the Internal 
Revenue Code, less state, local, and foreign income taxes deductible under section 164 
of the Internal Revenue Code and the standard deduction under section 63(c) of the 
Internal Revenue Code; or

(ii) the. lesser of (A) the amount of insurance qualifying as “medical care” under 
section 213(d) of the Internal Revenue Code to the extent not deducted under section 
162(1) of the/internal Revenue Code or excluded from income or (B) the total amount 
deductible for medical care under section 213(a);

(8) the exemption amount allowed under Laws 1995, chapter 255, article 3, section 
2, subdivision 3; -

(9) to the extent included in federal taxable income, postservice benefits for youth 
community service under section 124D.42 for volunteer service under United States 
Code, title 42, sections 12601 to 12604;
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(10) to the extent not deducted in determining federal taxable income by an 
individual who does not itemize deductions for federal income tax purposes for the 
taxable year, an amount equal to 50 percent of the excess of charitable contributions 
allowable as a deduction for the taxable year under section 170(a) of the Internal 
Revenue Code over S500;

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

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

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

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

(2) interest not subject'1 to federal tax upon obligations of: the United States, its 
possessions, its agencies, or its instrumentalities; the state of Minnesota or any other 
state, any of its political or governmental subdivisions, any of its municipalities, or any 
of its governmental agencies or instrumentalities; the District of Columbia; or Indian 
tribal governments;

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

(4) the amount of any net operating loss deduction taken for federal income tax 
purposes under section 172 or S32(c)(10) of the Internal Revenue Code or operations 
loss deduction under section 810 of the Internal Revenue' Code;

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

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

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

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

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

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

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

(12) the amount of any environmental tax paid;under section 59(a) of the Internal 
Revenue Code;
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(13) the amount of a partner’s pro rata share of net income which does not flow 
through to the partner because the partnership elected to pay the tax on. the income 
under section 6242(a)(2) of the Internal Revenue Code; and

(14) the amount- of net income excluded under section 114 of the Internal 
Revenue Code.

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

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

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

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

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

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

(ii) to the extent the disallowed costs are not represented by physical property, an 
amount equal to the allowance for cost depletion under M innesota Statutes 1986, 
section 290.09, subdivision 8;

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

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

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

(iii) for capital losses incurred in taxable years beginning before .January 1, 19S7, a 
capital ioss carryback to each of the three taxable years preceding the loss year, subject 
to the provisions of Minnesota Statutes 1986, section 290.16, shall be allowed; and

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

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

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

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

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

(10) 80 percent of royalties, fees, or other like incomc accrucd or received from a 
foreign operating corporation or a foreign corporation which is part of the same unitary 
business as the receiving corporation;

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

. (12) the amount of handicap access expenditures in the taxable year \yhich are not 
allowed to be deducted or capitalized under-section 44(d)(7) of the Internal Revenue 
Code;

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

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

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

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

(17) for a corporation whose foreign sales corporation, as defined in section 922 of 
the Internal Revenue Code, constituted a foreign operating corporation during the 
taxable years endjng during calendar year 1992 and a return was file.d by August 15, 
1996, claiming the deduction under , this subdivision for income received from the 
foreign operating corporation, an amount equal to 1.23 multiplied by the amount of 
income excluded under scction 114 of the Internal Revenue Code, provided the income 
is not income of a foreign operating company.

[For text o f  subds 19c to 20e, see M.S.2000]

Subd. 22. Taxable net income. For tax years beginning after December 31, 1986, 
the term “taxable net income” means:

(1) for resident individuals the same as net income;
(2) for individuals who were not residents of Minnesota for the entire year, the 

same as net income except that the tax is imposed only on the Minnesota apportioned 
share of that incomc as determined pursuant to section 290.06, subdivision 2c, 
paragraph (e);

(3) for ail other taxpayers, the part of net income that is allocable to Minnesota by 
assignment or apportionment under one or more of sections 290.17. 290.191, 290.20, 
and 290.36.

For tax years beginning before January 1, 1987, 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.

Subd. 29. Taxable income. The term “taxable income” means:
(1) for individuals, estates, and trusts, the same as taxable net income;
(2) for corporations, the taxable net income less
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. (i) the net operating loss deduction under section 290.095; and
(ii) the dividends received deduction under scction 290.21,"subdivision 4.

[For text o f subd 30, see M.S.2000]

Subd. 31. Internal Revenue Code. Unless specifically defined otherwise, “Interna] 
Revenue Code” means the Internal Revenue Code of 1986, as amended through June
15,2001.

[For text o f subd 32, see M.S.2000]

History: lSp2001 c 5 art 9 s 1-7; art 10 s 2-6
N O TE: T he a m en d m en t to subdivision 31 by La a s  2001. F irst Special Session  c h a p te r  5. a rtic le  10. section  6, is effective 

al the  sam e tim e and in the sam e m an n er as th e  federal changes m ad e  by th e  F S C  R e p e a l an d  E x tra te rr ito ria l Incom e 
Exclusion A ct o f  2000, Public law N um ber 106-519, an d  the  C o nso lida ted  A p p ro p r ia tio n  A c t o f  2001, Public Law N u m b er 
106-554, b eco m e effective. Laws 2001, F irs l Special Session c h a p te r  5, a rticle  10, sectio n  6. the  effective  d a te .

290.014 JURISDICTION TO TAX IN GENERAL.

[For'text o f  subds 1 to 4, see M.S.2000]

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

(1) allocable to this state under section 290.17, 290.191, 290.20, or 290.36;
(2) taxed to the corporation under the Internal Revenue Code (or not taxed under 

the Internal Revenue Code by reason of its character but of a character which is 
taxable under this chapter)' in its capacity as a beneficiary of an estate with income 
allocable to this state under section 290.17, 290.191, or 290.20 and the incomc, taking 
into account the income character provisions of scction 662(b) of the Internal Revenue 
Code,-would be allocable to this state under section 290.17, 290.191,: or 290.20 if 
realized by the corporation directly., from the source from .which-realized by the estate;

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

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

History: ISplOOI c 5 art 9 s 8

290.05 EXEMPT INDIVIDUALS, ORGANIZATIONS, ESTATES. TRUSTS.
Subdivision l .: Exempt entities. The following corporations, individuals, estates, 

trusts, and 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
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the occupation tax imposed by scction 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 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 discharge of 
governmental or proprietary functions; and

(c) any insurance company.

[For text o f  subds 2 to 8, see M.S.2000]

History: lSp2001 c 5 art 9 s 9

290.06 RATES OF TAX; CREDITS.

. [For text o f  subd 1, see M.S.2000]

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

(1) On the first $25,680, 5.35 percent;
(2) On all over S25,680, but not over $102,030, 7.05 percent;
(3) On all over S102,030, 7.85 percent.
M arried individuals filing separate returns, estates, and trusts must compute their 

income tax by applying the above rates to their taxable income, except that the income 
brackets will be one-half of the above amounts.

' (b) The income taxes imposed by this chapter upon unmarried individuals must be 
computed by applying to taxable net income the following schedule of rates:

(1) On the first $17,570, 5.35 percent;
(2) On all over S17,570, but not over $57,710, 7.05 percent;
(3) On all over S57,710, 7.85 percent.
(c) The income taxes imposed by this chapter upon unmarried individuals qualify

ing as a head of. household as defined in section 2(b) of the Internal Revenue Code 
must be computed by applying to taxable net income the following schedule of rates:

(1) On the first $21,630, 5.35 percent;
(2) On all over $21,630, but not over S86,910, 7.05 percent;
.(3) On all over $86,910, 7.85 percent.
(d) In lieu of a tax computed according to the rates set forth in this subdivision, 

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

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

(1) the num erator is the individual’s Minnesota source federal adjusted gross 
income as defined in section 62 of the Internal Revenue Code and increased by the 
additions required under section 290.01, subdivision 19a, clauses (1) and (6), and 
reduced by the Minnesota assignable portion of the subtraction for United. States
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government interest under section 290.01, subdivision 19b, clause (1), after applying the 
allocation and assignability provisions of section 290.081, clause (a), or 290.17; and

(2) the denominator is the individual’s federal adjusted gross income as defined in 
section 62 of the Internal Revenue Code of 1986, increased by the amounts specified in 
section 290.01, subdivision 19a, clauscs (1) and (6), and reduced by the amounts 
specified in section 290.01, subdivision 19b, clause (1).

[For text o f subds 2d and 10, see M.S.2000]

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

(b) For an individual,1 estate, or trust, the credit is determined by multiplying the 
tax payable under this chapter by the ratio derived by dividing the income subject to tax 
in the other state that is also subject to tax in Minnesota while a resident of Minnesota 
by the taxpayer’s federal adjusted gross incomc; as defined in section 62 of the Internal 
Revenue Code, modified by the addition required by section 290.01. subdivision 19a, 
clause (1), and the subtraction allowed by section 290.01, subdivision'19b, clause (1), to 
the extent the income is allocated or assigned to Minnesota under sections 290.081 and 
290:17. ■■ ■ ■ ■ i . ' ■'

(c) If the-taxpayer is an athletic team that apportions all of its income under 
section 290.i7, subdivision 5, the credit is determined by multiplying the tax payable 
under this chapter by the ratio derived from dividing the total net income subject to tax 
in the other state by the taxpayer’s Minnesota taxable income.

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

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

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

(g) For the purposes of this subdivision, a resident shareholder of a corporation 
treated as an “S” corporation under section 290.9725, must be considered to have paid 
a tax imposed on the shareholder in an amount equal to the shareholder’s pro rata 
share of any net income tax paid by the S corporation to another state. For the 
purposes of the preceding sentence, the term “net income tax” means any tax imposed 
on or measured by, a corporation’s net income.

(h) For the purposes of this subdivision, a resident partner of an entity, taxed as a 
partnership under the Internal Revenue Code must be considered to have paid a tax 
imposed on the partner in an amount equal to the partner’s pro rata share of any net
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income tax paid by the partnership to another state. For purposes of the preceding 
sentence, the term “net income” tax means any tax imposed on or measured by a 
partnership’s net income.

(i) For the purposes of this subdivision, “another state”:
(1) includes: ' ■
(1) the District of Columbia; and
(ii) a province or territory of Canada; but
(2) excludes Puerto Rico and the several territories organized by Congress.
(j) The limitations on the credit in paragraphs (b), (c), and (d), are imposed on a 

state by state basis.
(k) For a tax imposed by a province or territory of Canada, the tax for purposes of 

this1 subdivision is the excess of the tax over the amount of the foreign tax credit 
allowed under section 27 of the Internal Revenue Code. Tn determining the amount of 
the foreign tax credit allowed, the net income taxes imposed by Canada on the income 
are deducted first. Any remaining amount of the allowable foreign tax credit reduces 
the provincial or territorial tax that qualifies for the credit under this subdivision.

[For text o f subd'22a, see M.S.2000]

Subd. 23. Refund of contributions to political parties and candidates, (a) A
taxpayer may claim a refund equal to the. amount of the taxpayer’s contributions, made 
in the calendar year to candidates and to a political party. The maximum refund for an 
individual must not exceed $50 and for a married couplc, filing jointly, must not exceed 
S100. A refund of a contribution is allowed only if the taxpayer files a form required by 
the commissioner and attaches to the form a copy of an official refund receipt form 
issued by the candidate or party and signed by the candidate, the treasurer of the 
candidate’s principal campaign committee, or the chair or treasurer of the party unit, 
after the contribution was received. The receipt forms must be numbered, and the data 
on the receipt that are not public must be made available to the campaign finance and 
public disclosure board upon its request. A  claim must be filed with the commissioner, 
no sooner than January 1 of the calendar year in which the contribution was made and 
no later than April 15 of the calendar year following the calendar year in which the 
contribution was made. A taxpayer may file only one claim per calendar year. Amouhts 
paid by the commissioner after June 15 of the calendar year following the calendar year 
in which the contribution was made must include interest at the rate specified in 
section 270.76.

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

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

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

(3) has designated a principal campaign committee.
This subdivision does not limit the campaign expenditures of a candidate who does 

not sign an agreement but accepts a contribution for which the contributor improperly 
claims a refund.

(c) For purposes of this subdivision, “political party” means a major political party 
as defined in section 200.02, subdivision 7, o r-a  minor political party qualifying for 
inclusion on the income tax or property tax refund form under section 10A.31, 
subdivision 3a. . ;

A “major party” or “minor party” includes the aggregate of that party’s organiza
tion within each house of the legislature, the state party organization, and the party 
organization within congressional districts, counties, legislative districts, municipalities, 
and precincts.

“Candidate” means a candidate as defined in ‘section 10A.01, subdivision 10, 
except a candidate for judicial office.
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“Contribution” means a gift of money.
(d) The commissioner shall make copies of the form available to the public and 

candidates upon request.
■ (e) The following data collected or maintained by the commissioner under this 

subdivision are private: the identities of individuals claiming a refund, the identities of 
candidates to whom those individuals have made contributions, and the amount of each 
contribution.

(f) The commissioner shall report to the campaign finance and public disclosure 
board by each August 1 a summary showing the total number and aggregate amount of 
political contribution refunds m ade oh behalf of each candidate and each political 
party. These data are public,

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

(h) For a taxpayer who files a claim for refund via the Internet or other electronic 
means, the commissioner may accept the number on the official receipt as documenta
tion that a contribution was made rather than the actual receipt as required by 
paragraph (a).

[For text o f subd 24, see M.S.2000]

Subd. 25. [Repealed, 1Sp2001 c 5 art 7 s 66]
Subd. 26. [Repealed, lSp2001 c 5 art 9 s 30] .. .

[For text o f subds 27 and 28, see M .S.2000]

History: lSp2001 c 5 art 7  s 34,35; art 9 s 10

290.067 DEPENDENT CARE CREDIT.

[For text o f subd 1, see M.S.2000]

Subd. 2. Limitations. The credit for expenses incurred for the care of each 
dependent shall not.exceed S720 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 income of the claimant and a 
spouse, if any, as follows:

income up to $18,040, S720 maximum for one dependent, S'1,440 for. all depen
dents;

incomc over $18,040, the maximum credit for one dependent shall be reduced by 
$18 for every $350 of additional income, $36 for all dependents.

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 brackets.

[For text o f subd 2a, see M.S.2000]

Subd. 2b. Inflation adjustment. The dollar amount of the incomc threshold at 
which the maximum credit begins to be reduccd under subdivision 2 must be adjusted 
for inflation. The commissioner shall make the inflation adjustments in accordance with 
section 1(f) of the Internal Revenue Code except that for the purposes of this 
subdivision the percentage increase must’be determined from the year starling Septem
ber 1, 1999, and ending August 31, 2000, as the base year for adjusting for inflation for 
the tax year beginning after December 31 ,■ 2000. The determination of the commission
er under this subdivision is not a- rule under the Administrative Procedure Act.

[For text o f subds 3 and 4, see M.S.2000]

History: lSp200l c 5 art 7 s 36,37
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290.0671 MINNESOTA WORKING FAMILY CREDIT.
Subdivision 1. Credit allowed, (a) An individual is allowed a credit against the tax 

imposed by this chapter equal to a percentage of earned income. To receive a credit, a 
taxpayer must be eligible for a credit under section 32 of the Internal Revenue Code.

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

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the 
first S6,920 of earned income and 8.5 percent o f earned income over $12,080 but less 
than 513,450. The credit is reduced by 5.73 percent of earned income or modified 
adjusted gross income, whichever is greater, in excess of $15,080, but in no case is the 
credit less than zero.

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

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

(f) For a person who was a resident for the entire tax year and has earned income 
not subject to tax under this chapter, the credit must be allocated based on the ratio of 
federal adjusted gross income reduced by the earned income not subject to tax under 
this chapter over federal adjusted gross income.

(g) For tax years beginning after December 31, 2001, and before December 31, 
2004, the $5,770 in paragraph (b) is increased to $6,770, the $15,080 in paragraph (c) is 
increased to $16,080, and the $17,890 in paragraph (d) is increased to $18,890 for 
married taxpayers filing joint returns.

(h) For tax years beginning after December 31, 2004, and before December 31, 
2007, the $5,770 in paragraph (b) is increased to $7,770, the $15,080 in paragraph (c) is 
increased to $17,080, and the S17,890 in paragraph (d) is increased to $19,890 for 
married taxpayers filing joint returns.

(i) For tax years beginning after December 3 l, 2007, and before December 31. 
2010, the $5,770 in paragraph (b) is increased to $8,770, the $15,080 in paragraph (c) is 
increased lo $18,080 and the $17,890 in paragraph (d) is increased to $20,890 for 
married taxpayers filing joint returns.

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

Subd. la. Definitions. For purposes of this section, the terms “qualifying child,” 
“earned income,” and “adjusted gross income” have the meanings 'given in section 
32(c) of the Internal Revenue Code.

[For text o f  subds 2 to 6a, see M.S.2000]

Subd. 7. Inflation adjustm ent. The earned income amounts used to calculate the 
credit and the income thresholds at which the maximum credit begins to be reduced .in 
subdivision 1 must be adjusted for inflation. T he commissioner shall make the inflation 
adjustments in accordance with section 1(f) of the.Internal Revenue Code except that 
for the purposes of this subdivision the percentage increase shall be determined from 
the year starting September 1, 1999, and ending August 31, 2000, as the base, year for 
adjusting for inflation for the tax year beginning after December 31, 2000. The 
determination of the commissioner under this subdivision is not a rule under the 
Administrative Procedure Act.

History: lSp2001 c 5 art 7 s 38,39; art 10 s 7,8
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290.0673 [Repealed, lSp2001 c 5 art 9 s 30]

290.0674 MINNESOTA EDUCATION CREDIT.
Subdivision 1. Credit allowed. An individual is allowed a credit against the tax 

imposed by this chapter in an amount equal to 75 percent of the amount paid for 
education-related expenses for a qualifying child in kindergarten through grade 12. For 
purposes of this section, “education-related expenses” means:

' (1) fees or tuition for instruction by an instructor under section 120A.22, subdivi
sion 10, clause (1), (2), (3), (4), or (5), or a member of the M innesota music teachers 
association, and who is not a lineal ancestor or sibling of the dependent for instruction 
outside the regular school day or school year, including tutoring, driver’s education 
offered as part of school curriculum, regardless of w hether it is taken from a public or 
private entity or summer camps, in grade or age appropriate curricula that supplement 
curricula and instruction available during the regular school year, that assists, a 
dependent to improve knowledge of core curriculum areas or to expand knowledge and 
skills under the graduation rule under section 120B.02, paragraph (e), clauses (1) to
(7), (9), and (10), and that do not include the teaching of religious tenets, doctrines, or 
worship, the purpose of which is to instill such tenets, doctrines, or worship;

(2) expenses for textbooks, including books and other instructional materials and 
equipment purchased or leased for use in elementary and secondary schools in teaching 
only those subjects legally and commonly taught in public elementary and secondary 
schools in this state. “Textbooks” does not include instructional books and materials 
used in the teaching of religious tenets, doctrines, or worship, the purpose of which is 
to instill such tenets, doctrines, or worship, nor does it include books or materials for 
extracurricular activities including sporting events, musical or dramatic events, speech 
activities, driver’s education, or similar programs;

(3) a maximum expense of $200 per family for personal computer hardware, 
excluding single purpose processors, and educational software that assists a dependent 
to improve knowledge of core curriculum areas or to expand knowledge and skills 
under the graduation rule under section 120B.02 purchased for use in the taxpayer’s 
honie and not used in a trade or business regardless of whether the computer is 
required by the dependent’s school; and

(4) the amount-paid to others for transportation of a qualifying child attending an 
elementary or secondary school situated in Minnesota, North Dakota, South Dakota, 
Iowa, or Wisconsin, wherein a resident of this state may legally fulfill the state’s 
compulsory attendance laws, which is not operated for profit,, and. which adheres to the 
provisions of the Civil Rights Act of 1964 and chapter 363.

For purposes of this section, “qualifying child” has the meaning given in section 
32(c)(3) of the Internal Revenue Code.

[For text o f subds 2 to 5, see M.S.2000]

History: !Sp2001 c 5 art 9 s 11

290.0675 MARRIAGE PENALTY CREDIT.
Subdivision 1. Definitions, (a) For purposes of this section the following terms 

have the meanings given.
(b) “Earned income” means the sum of the following, to the extent included in 

Minnesota taxable income:
(1) earned income as defined in section 32(c)(2) of the Internal Revenue Code;
(2) income received from a retirement pension, profit-sharing, stock bonus, or 

annuity plan; and
(3) social security benefits as defined in scction 86(d)(1) of the Internal Revenue 

Code.
(c) “Taxable income” means net income as defined in section 290.01, subdivision

19. . . .

MINNESOTA STATUTES 2001 SUPPLEMENT

Copyright © 2001 Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                



290.0675 INCOME AND FRANCHISE TAXKS 106

(d) “Earned income of lesser-earning spouse” means the earned income of the 
spouse with the lesser amount of earned income as defined in paragraph (b) ffer the 
taxable year.

[For text-of subd 2, see M.S.20001

Subd. 3. Credit amount. The credit amount is the difference between the tax on 
the couple’s joint Minnesota taxable income under the rates in section 290.06, 
subdivision 2c, paragraph (a), and the sum of the tax under the rates of section 290.06, 
subdivision 2c, paragraph (b), on the earned income of the lesser-earning spouse, and 
the tax under the rates of section.290.06, subdivision 2c, paragraph (b), on the couple’s 
joint Minnesota taxable income, minus the earned income1 of the lesser-earning spouse.

For taxable years beginning after December 31. 2001, the commissioner of revenue 
shall prepare and make available to taxpayers a comprehensive table showing the credit 
under this section at brackets of earnings of the lesser-earning spouse and joint taxable 
income. The brackets of earnings shall not be more than $2,000.

For taxable years beginning after December 31, 2002, the commissioner shall 
update the table as necessary to provide a credit that reflects the relationship between 
the marginal tax'-rates imposed under section 290.06, subdivision 2c.

[For text o f  subds 4 and 5, see M.S.2000]

History: 1Sp2001 c 5 art 7 s 40,41

290.0679 ASSIGNMENT OF REFUND.
Subdivision 1. Definitions, (a) “Qualifying taxpayer” means a resident who has a 

child in kindergarten through grade 12 in the current tax year and who met the income 
requirements under section 290.0674, subdivision 2, for 'receiving the education credit 
in the tax year preceding the assignment of the taxpayer’s refund.

(b) “Education credit” means the credit allowed under section 290.0674.
(c) “Refund” means an individual incomc tax refund.
(d) “Financial institution” means a state or federally chartered bank, savings bank, 

savings association, or credit union. ,
(e) “Qualifying organization” means a tax-exempt organization under section 

501(c)(3) of the Internal Revenue Code. ■ ,
(f) “Assignee” means a financial institution or qualifying organization that is 

entitled to receive payment of a refund assigned under this section.
Subd. 2. Conditions for assignment. A  qualifying taxpayer may assign all or part of 

an anticipated refund for the current and future taxable years to a financial institution 
or a qualifying organization. A financial institution or qualifying organization accepting 
assignment must pay the amount secured by the assignment to a third-party vendor. 
The commissioner of children, families, and learning shall provide a list of categories of 
products and services that qualify for the education credit to financial institutions and 
qualifying organizations. A financial institution or qualifying organization that accepts 
assignments under this section must verify as part of the assignment documentation 
that the product or service to be provided by the third-party vendor qualifies for the 
education credit. The amount assigned for the current and future taxable years may not 
exceed the maximum allowable education credit for the current taxable year. Both the 
taxpayer and spouse must consent to the assignment of a refund from a joint return.

Subd. 3.. Consent for disclosure. .When the taxpayer applies to the financial 
institution or the qualifying organization for a loan to be secured by the assignment 
under subdivision 2, the taxpayer must sign a written consent on a form prescribed by 
the commissioner. The consent must authorize the commissioner to disclose to the 
financial institution or qualifying organization the total amount of state taxes owed or 
revenue recapture claims filed under chapter 270A against the taxpayer, and the total 
amount of outstanding assignments made by the taxpayer under this section. For a 
refund from a joint return, the consent must also authorize the disclosure of taxes,
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revenue recapture claims, and assignments relating to the taxpayer’s spouse, :aiid must 
be signed by the spouse. The financial institution or qualifying organization may 
request that the taxpayer provide a copy of the taxpayer’s previous year’s income tax 
return, if any, and may assist the taxpayer in requesting a copy of the previous year’s 
return from the commissioner.

Subd. 4. Consumer disclosure, (a) A third-party vendor that receives payment of 
the amount secured by an assignment must comply with the requirements of this 
subdivision.

(b) The third-party vendor must disclose to the taxpayer, in plain language:
(1) the cost of each product or service for which the third-party vendor separately 

charges the taxpayer;
(2) any fees charged to the taxpayer for tax preparation services; and •
(3) for qualifying low-incomc taxpayers, information on the availability of free tax 

preparation services.
(c) The third-party vendor must provide to the taxpayer executed copies of any 

documents signed by the taxpayer.
Subd. 5. Filing of assignment. The commissioner shall prescribe the form of and 

manner for filing an assignment of a refund under this section.
Subd. 6. Effect of assignment. The taxpayer may not revoke an assignment after it 

has been filed. The assignee must notify the commissioner if the loan secured by the 
assignment has been paid in full, in which case the assignment is canceled. An 
assignment is in effect until the amount assigned is refunded in full to the assignee, or 
until the assignee cancels the assignment.

Subd. 7. Payment of refund. When a refund assigned under this section is issued by 
the commissioner, the proceeds of the refund, as defined in subdivision I, paragraph
(c), must be distributed in the following order:

(1) to satisfy any delinquent tax obligations of the taxpayer which are owed to the 
commissioner;

(2) to claimant agencies, to satisfy any revenue recapture claims filed against the 
taxpayer, in the order of priority of the claims set forth in section 270A.10;

(3) to assignees to satisfy assignments under this section, based on the order in 
time in which the commissioner received the assignments; and

(4) to the taxpayer.
Subd. 8. Legal action. If there is a dispute between the taxpayer and the assignee 

after the commissioner has remitted the taxpayer’s refund to the assignee, the 
taxpayer’s only remedy is to bring an action against the assignee in court to recover the 
refund. The action must be brought within two years after the commissioner remits the 
refund to the assignee.T he commissioner may not be a party to the proceeding.

Subd. 9. Assignments private data. Information regarding assignments under this 
section is classified as private data on individuals.

History: lSp2001 c 5 art 9 s 12
N O TE: T his section , as a d d e d  by Laws 2001, F irst Special Session'- c h a p te r  5, a rtic le  9, sectio n  12. is effective for 

assignm ent o f  refu n d s filed w ith th e  com m issioner a fte r  D ecem b er 31, 2001. T h e  tim e p e rio d  fo r  filing assignm ents expires 
D e cem b er 31, 2003, but a ssignm ents filed on  o r  befo re  th at d a re  rem ain  in effect until sa tisfied  o r  canceled . I..aws 200],* First 
Special Session c h ap te r  5,  a rtic le  9, section  12, the effective date .

290.091 ALTERNATIVE MINIMUM TAX ON PREFERENCE ITEMS.

/ For text o f subd 1, see M.S.2000]

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

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

(1) the taxpayer’s federal alternative minimum taxable income as defined in 
section 55(b)(2) of the Internal Revenue Code;
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(2) the taxpayer’s itemized deductions allowed in computing federal alternative 
minimum taxable income, but excluding:

(i) the Minnesota charitable contribution deduction;
(ii) the medical expense deduction;
(iii) the casualty, theft, and disaster loss deduction;
(iv) the impairment-related work expenses of a disabled person; and
(v) holocaust victims’ settlem ent payments to the extent allowed under section

290.01, subdivision 19b;
(3) for depletion allowances computed under section 613A(c) of the Internal 

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

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

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

less the sum of the amounts determ ined under the following:
(1) interest income as defined in section 290.01, subdivision 19b, clause (1);
(2) an overpayment of state income tax as provided by section 290.01, subdivision' 

19b, clause (2), to the extent included in federal alternative minimum taxable income;
(3) the amount of investment interest paid or.accrued within the taxable year on 

indebtedness to the extent that the amount does not exceed net investment income, as 
defined in section 163(d)(4) of the Internal Revenue Code. Interest does not include 
amounts deducted in computing federal adjusted gross income; and

(4) amounts subtracted from federal taxable income as provided by section 290.01, 
subdivision 19b. clause (4).

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

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

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

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

■(e) “Net minimum tax” means the minimum tax imposed by this section.
(f) “Minnesota charitable contribution deduction” means a charitable contribution 

deduction under section 170' of the Internal Revenue Code to or for the use of an 
entity described in Minnesota Statutes 2000, section 290.21, subdivision 3, clauses (a) to
(e). W hen the federal deduction for charitable contributions is limited under section 
170(b) . of the-In ternal Revenue Code, the allowable contributions in the year of 
contribution arc deemed to be first contributions to entities described in Minnesota, 
Statutes 2000. section 290.21, subdivision 3, clauses (a) to (e).

[For text-of subds 3 to 6, see M.S.2000]

History: ISplOOl c 5 art 9 s 13
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Subdivision 1. Tax imposed. In addition to the taxes computed under this chapter 
without regard to this section, the franchise tax imposed on corporations includes a tax 
equal to the excess, if any, for the taxable year of:

(1) 5.8 percent of Minnesota alternative minimum taxable income; over
(2) the tax imposed under section 290.06, subdivision 1, without regard to this 

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

meanings given them.
(b) “Alternative minimum taxable net income” is alternative minimum taxable 

income,
( 1) less the exemption amount, and
(2) apportioned or allocated to Minnesota under section 290.17, 290.191, or

290.20.
(c) The “exemption amount” is $40,000, reduced, but not below zero, by 25 

percent of the excess of alternative minimum taxable income over $150,000.
(d) “Minnesota alternative minimum taxable income” is, alternative minimum 

taxable net income, less the deductions for alternative tax net operating loss under 
subdivision 4; charitable contributions under subdivision 5; and dividends received 
under subdivision 6. The sum of the deductions under this paragraph may not exceed 
90 percent of alternative minimum taxable net income. This limitation does not apply 
to a deduction for dividends paid to or received from a corporation which is subject to 
tax under scction 290.36 and which is a member of an affiliated group of corporations 
as defined by the Internal Revenue Code.

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

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

For taxable years beginning after December 31, 2000, the amount of any remaining 
modification made under section 290.01, subdivision-19e, or M innesota Statutes 1986, 
section 290.09, subdivision. 7, paragraph (c), not previously deducted is a depreciation 
allowance in the first taxable year after December 31, 2000.

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

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

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

(5) The tax preference for depletion under section 57(a)(1) of the Internal 
Revenue Code does riot apply.

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

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

290.0921 CORPORATE ALTERNATIVE MINIMUM TAX AFTER 1989.
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(8) The tax preference for charitable contributions of appreciated property under 
section 57(a)(6) of the Internal Revenue Code does not apply.

(9) For purposes of calculating the tax preference for accelerated depreciation or 
amortization on certain property placed in service before January 1, 1987, under 
section 57(a)(7) of the Internal Revenue Code, the deduction allowable for the taxable 
year is the deduction allowed under section 290.01, subdivision J9e.

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

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

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

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

/ For text o f  subds 3a to 5, see M.S.2000]

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

(b) The amount of the deduction must not exceed 90 percent of alternative 
minimum taxable net income. This limitation does not apply to dividends paid to or 
received from a corporation which is subject to tax under section 29.0.36 and which is a 
member of an affiliated group of corporations as defined by. the Internal Revenue 
Code.

[For text o f  subds 7 and 8, see M.S.2000/

History: lSp2001 c 5 art 7 s 42;. art 9 s 14-16 

290.0922 MINIMUM FEE; CORPORATIONS; PARTNERSHIPS.

/ For text o f  subd 1, see M.S.2000/

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

(1) corporations exempt from tax under section 290.05;
(2) real estate investment trusts;

. (3) regulated investment companies or, a fund thereof; and
(4) entities having a valid election in effect under section 860D(b) of the Internal 

Revenue Code;
(5) town and farmers’ mutual insurance companies; and
(6) cooperatives organized under chapter 308A that provide housing exclusively to 

persons age 55 and over and are classified as homesteads under section 273.124, 
subdivision 3. ■ ■
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Entities not specifically exempted by this subdivision are subject to tax under this 
section, notwithstanding section 290.05.

[For text o f subds 3 and 4, see M.S.2000]

History: lSp2001 c 5 art 9 s 17

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

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

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

History: lSp2001 c 5 art 9 s AS’

290.095 OPERATING LOSS DEDUCTION.

[For text o f subd 1, see M.S.2000]

Subd. la . [Repealed, lSp2001 c 5 art 9 S 30]
Subd. 2. Defined and, limited^, (a) The term “net operating loss” as used in this, 

section shall mean a n e t ' operating loss as defined in section 172(c) of the Internal 
Revenue Code, with the modifications specified in subdivision 4. The deductions 
provided in section 290.21 and the modification provided in section 290.01, subdivision 
19d, clause (10), c a n n o t;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: carryovers to the taxable year,, computed in 
accordance with subdivision 3! The provisions of section 172(b) of the Internal 
Revenue Code relating to the carryback of net operating losses, do not apply.

[For text o f subds 3 to 5, see M.S.2000] ■

Subd. 7. [Repealed. lSp2001 c 5 art 7 s 66]

: [For text o f subds .9 and 11, see M.S.2000] .,

History: !Sp2001 c 5 art 9 s 19

290.17 GROSS INCOME, ALLOCATION TO STATE.
Subdivision 1. Scope of allocation rules.;(a) The income of resident individuals is 

not subject to allocation outside this state. The allocation rules apply to nonresident 
individuals, estates, trusts, nonresident partners of partnerships, nonresident sharehold
ers of corporations treated as “S” corporations under section 290.9725, .and all 
corporations not having such an election in effect. Tf a partnership- or corporation 
would not otherwise be subject to the allocation rules, but conducts a trade or business 
that is part of a unitary business involving another legal entity that is subject to. the 
allocation rules, the partnership or corporation is subject to the allocation rules.

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

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

I For text o f  subds 2 and 3, see M.S.2000]

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

(b) The term “unitary business” means business activities or operations which 
result in a flow of value between them. The term may be applied within a single legal 
entity or between multiple entities and without regard to whether each entity is a sole 
proprietorship, a corporation, a partnership or a trust.

(c) Unity is presumed whenever there is unity of ownership, operation, and use, 
evidenced by centralized management or executive force, centralized purchasing, 
advertising, accounting, or other controlled interaction, but the absence of these 
centralized activities will not necessarily evidence a nonunitary business. Unity is also 
presumed when business activities or operations arc of mutual benefit, dependent upon 
or contributory to one another, either individually or as a group.

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

(e) Unity of ownership is not deemed to exist when a corporation is involved 
unless that corporation is a m em ber of a group of two or more business entities and 
more than 50 percent of the voting stock of each member of the group-is directly or 
indirectly owned by a common owner or by common owners, either corporate or 
noncorporate, or by one or more of th e 1 member corporations of the group. For this 
purpose, the term “voting stock” shall include membership interests of mutual insur
ance holding companies formed under section 60A.077.

(f) The net income and apportionm ent factors under section 290.191 or 290.20 of 
foreign corporations and other foreign entities which are part of a unitary business shall 
not be included in.the net income or the apportionment factors of the unitary business. 
A foreign corporation or .other foreign entity which is required to file a return under 
this chapter shall file on a separate return basis. The net income and apportionment 
factors under section 290.191 or 290.20 of foreign operating corporations shall not be 
included in the net income or the apportionment factors of the unitary business except 
as provided in paragraph (g).

(g) The adjusted net income of a foreign operating corporation shall be deemed to 
be. paid as a dividend on the last day of its taxable year to each shareholder thereof, in 
proportion to each shareholder’s ownership,, with which such corporation is engaged in 
a unitary business. Such deemed dividend shall be treated as a dividend under section
290.21. subdivision 4. ■

Dividends actually paid by a foreign operating corporation to a corporate share
holder .which is a member- of the same unitary business as the foreign operating 
corporation shall be eliminated from the net. income of the unitary business in 
preparing a combined report for the unitary business. The adjusted net income, of a 
foreign operating corporation shall be its net income adjusted as follows: .
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(1) any taxes paid or accrued to a foreign country, the commonwealth of Puerto 
Rico, or a United States possession or political subdivision of any of the foregoing shall 
be a deduction; and

(2) the subtraction from federal taxable income for payments received from 
foreign corporations or foreign operating corporations under section 290.01, subdivi
sion 19d, clause (10), shall not be allowed.

If a foreign operating corporation incurs a net loss, neither income nor deduction 
from that corporation shall be included in determining the net income of the unitary 
business.

(h) For purposes of determining the net income of a unitary business and the 
factors to be used in the apportionment of net: income pursuant to section 290.191 or
290.20, there must be included only the income and apportionm ent factors of domestic 
corporations or other domestic entities other than foreign operating corporations that 
are determined to be part of the unitary' business pursuant to this subdivision, 
notwithstanding that foreign corporations or other foreign- entities might be included.in 
the unitary business. • '

(i) Deductions for expenses, interest, or taxes otherwise allowable-under this 
chaptcr that are connected with or allocable against dividends, deemed dividends 
described in paragraph (g), or royalties, fees, or other like income described in section
290.01. subdivision 19d, clause (10), shall not be disallowed.

(j) Each corporation or other entity, except a sole proprietorship, that is part of a 
unitary' business must file combined reports as the commissioner determines. On the 
report's^ all intercompany transactions between entities included pursuant to paragraph
(h) must be eliminated and the1 entire net income of the unitary business determined in 
accordance with this subdivision is apportioned among . the entities- by using. each 
entity’s Minnesota factors for apportionment purposes in the numerators of the 
apportionment formula and the total factors for apportionment purposes ,of all entities 
included pursuant to paragraph (h) in the denominators of the apportionment formula.

(k) If a corporation has been divested from a unitary business and is included in a 
combined report for a fractional part of the common accounting period of the 
combined report:

(1) its income includable in the combined report is its income incurred for that 
part of the year determined by proration or separate accounting; and ■

(2) its sales, property, and payroll included in the apportionm ent formula must be 
prorated or accounted for separately.

[For text o f  subds 5 and 6, see M.S.2000]

History: lSp2001 c 5  art 9 s  20,21 

290.191 APPORTIONMENT OF NET INCOME.

[For text o f  subd 1, see M.S.2000]

' Subd. 2. Apportionment formula of general application. Except for those trades or 
businesses required to use a different formula under subdivision 3 or scction 290.36, 
and for those trades or businesses that receive permission to use some other method 
under section 290.20 or under subdivision 4, a trade or business required to apportion 
its net income must apportion its incomc to this state on the basis of the percentage 
obtained by taking, the sum of:

(1) 75 percent of the percentage which the sales made within this state’ in 
connection with the trade or business during the tax period are of the total sales 
wherever made in connection with the trade or business during the tax period;

(2) 12.5 percent of the percentage which the total tangible property used by the 
taxpayer in this state in connection with the trade or business during the tax period is 
of the total tangible property, wherever located, used by the taxpayer in connection 
with the trade or business during the tax period; and
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(3) 12.5 percent of the percentage which the taxpayer’s total payrolls paid or 
incurred in this state or paid in respect to labor performed in this state in connection 
with-the trade or business during the tax period arc of the taxpayer’s total payrolls paid 
or incurred in connection with the.trade or business during the tax period.

[For text o f  subds 3 to 12, see M.S.2000]

History: !Sp2001 c 5 art 9 s 22 

290.21 DEDUCTIONS ALLOWED TO CORPORATIONS.

[For text o f  subd 1, see M.S.2000J

Subd. 3. [Repealed, lSp200l c 5 art 9 s 30]
Subd. 4. (a)(1) Eighty percent of dividends received by a corporation during the 

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

(2)(i) The remaining 20 percent of dividends if.the dividends.received are the 
stock in an affiliated company transferred in an overall plan of reorganization and the 
dividend is eliminated in consolidation under Treasury Department Regulation 
1 .1.502-14(a), as amended through December 31, 1989; or

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

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

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

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

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

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

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

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

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

■ History: lSp2001. c 5 art 9 s 23

290.23 [Repealed, lSp2001 c 5 art 7 s 66]

290.25 [Repealed, lSp2001 c 5 art 7 s 66]

290.31 PARTNERSHIPS; INDIVIDUAL LIABILITY OF PARTNERS.

[For text o f subd 1, see M.S.2000[

Subd.-2. [Repealed. lSp200'l c 5 art 7 s 66]
Subd. 2a. [Repealed, lSp2001 c 5 art 7 s 66]
Subd. 3. [Repealed, lSp2001 c 5 art 7 s 66]
Subd. 4. [Repealed, lSp2001 c 5 art 7 s 66]
Subd. 5. [Repealed, lSp2001 c 5 art 7 s 66] .
Subd. 19. [Repealed, lSp200'l c 5 art 7 s 66]

[For text o f subd 27, see M.S.2000/

290.35 [Repealed, lSp200J c 5 art 9 s 30]

290.92 TAX WITHHELD AT SOURCE UPON WAGES; OTHER PAYMENTS.

[For text o f subds 1 to 22, see M.S.2000]

Subd. 23. Withholding by employer of delinquent taxes. (1) The commissioner 
may, within'five years after the date of Assessment of the tax. o r if a lien has been filed 
under section 270.69, within the statutory period for enforcement of the lien, give 
notice to any employer deriving income which has a taxable situs in this state regardless 
of whether the income is exempt from taxation, that an employee of that employer is 
delinquent in a certain amount with respect to any state taxes, including penalties, 
interest, and costs. The commissioner can proceed under this subdivision only if the tax 
is uncontested or if the time for appeal of the tax has expired. The commissioner shall 
not proceed under this subdivision until the expiration of 30 days after mailing to the 
taxpayer, at the taxpayer’s last known address, a written notice of (a) the amount of 
taxes, interest, and penalties due from the taxpayer and demand for their payment, and
(b) the commissioner’s intention to 'require additional withholding by the taxpayer’s 
employer pursuant to this subdivision. The effect of the notice shall expire one year 
after it has been mailed to the taxpayer provided that the notice may be renewed by 
mailing a new notice which is in accordance with' this subdivision. The renewed, notice 
shall have the effect of reinstating the priority of the original claim. The notice to the 
taxpayer shall be in substantially the same form as that provided in section 571:72. The 
notice shall further inform the taxpayer of the wage exemptions contained in section 
550.37, subdivision 14. If no statement o f  exemption is received by the commissioner 
within 30 days from the mailing of the notice, the commissioner may proceed under 
this subdivision. The notice to the taxpayer’s employer may be served by mail or by
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delivery by an employee of the departm ent of revenue and shall be in substantially the 
same form as provided in section 571.75. Upon receipt of. notice, the employer shall 
withhold from compensation due or to become due to the employee, the total amount 
shown by the notice, subject to the provisions of section 571.922. The employer shall 
continue to withhold each pay period until the notice is released by the commissioner 
under section 270.709. Upon receipt of notice by the employer, the claim of the state of 
Minnesota shall have priority over any subsequent garnishments or wage assignments. 
The commissioner may arrange between the employer and the employee for withhold
ing a portion of the total amount due the employee each pay period, until the total 
amount shown by the notice'plus accrued interest has been withheld.

' The “compensation due” any employee is defined in accordance with the1 provi
sions of section 571.921. The maximum withholding allowed under this subdivision for 
any one pay period shall be decreased by any amounts payable pursuant to a 
garnishment action with respect to which the employer was served prior to being served 
with the notice of delinquency and any . amounts covered by any irrevocable and 
previously effective assignment of wages; the employer shall give notice to the 
departm ent of the amounts and the facts relating to such assignments within ten days 
after the service of the notice of delinquency on the form provided by the department 
of revenue as noted in this subdivision.

(2) If the employee ceases to be employed by the employer before the full amount 
set forth in a notice of delinquency plus accrued interest- has been withheld, the 
employer shall immediately notify the commissioner in writing of the termination date 
of the employee and the total amount withheld. No employer may discharge any 
employee by reason of the fact that the commissioner has proceeded under this 
subdivision. If an employer discharges an employee in violation of this provision, the 
employee shall have the same remedy as provided in section 571.927. subdivision 2.

(3) Within ten days after the expiration of such pay period, the employer shall 
remit to the commissioner, on a form and in the manner prescribed by the commission
er, the amount withheld during each pay period under this subdivision.

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

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

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

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

[For text o f  subcls 24 to 30, see M.S.2000] ■

History: lSp2001 c 5 art 7 s 43

290.9725 S CORPORATION.
For purposes of this chapter, the term ,“S corporation” means any corporation 

having a valid election in effect for the taxable year under section 1362. of the Internal 
Revenue Code. An S corporation shall not be subject to' the taxes imposed by this 
chapter, except the taxes imposed under sections 290.0922. 290.92, 290.9727, 290.9728. 
and 290.9729.

History: lSp2001 c 5 art 9 s 24

290.9726 CORPORATION TAXABLE INCOME TAXED TO SHAREHOLDERS.
. [For text o f  subds 1 to 4, see M.S.2000]

Subd. 7. [Repealed, lSp2001 c 5 art 9 s 30]
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