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290.01 DEFINITIONS.
[For text of 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 of 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
characterlstlcs

(1) it is part of a umtdry 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 December 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 posscssions 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 mecans any individual domiciled outside the statc who maintains a
placc 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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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 adequale
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, anc[ mcludes 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 w1thout the state in determmmg if the md1v1dual is
domiciled in Minnesota. - S

[Foz text 0/ subds 7a to 18, see M.S. 7000]

Subd 19. th income, The term-“net income” means the. tedcral taxable income,
as.defined in section 63 of the.Internal Revenue Code of 1986, as.amended through the_
date named in this subdivision, incorporating any elections made by :the taxpayer in
accordance with the Internal Revenue Code in determining federal taxable income: for.
federal income tax purposes, and with the modifications prov1ded in subdivisions 19a to
19£.

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

(1) the exclusion of net Cdpltdl gain prov1d(.d in section 852(b)(2)(A) of the
Internal Revenue Codeé docs not apply;- -

(2) the deduction for dividends paid under section 872(b)(2)(D) of the Internal
Revenue Code must be. applied by allowmg a deduction for capital gain dividends and
“exempt-interest dividends -as defmed in sections 852(b)(3)(C) and 852(b)(5) .of :ithe
Internal Revenue Code; and

i (3) the deduction for dividends paid must also be dppll(,d in the amount 01‘ any
undlsmbutn,d cap1ta1 gains which the regulated investmenf company clects to have
treated as provided in section 852(b)(3)(D) of the Internal Revenue, Code. :

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

" The net-income of a designated settlement .fund as defined in section -468B(d) of
the Internal.Revenue Code means the gross income as defmcd in section 466B(b) of
the Internal Revenue Code.

- The provisions of sections 1113(a), 1117, 1206(‘1) ]313((1) 1402(:1) 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), ]”ll(b) 1213, 1530(0)(2) 1601(f)(5) and (h), and
1604(d)(1) of the Taxpiyer 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 Emeroenuy Supplementfll Appropriations Act, 1999, Public
Law Number 105-277, and the provisions of section 318 of the Consolidated Applopu-
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 éffect 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 (¢) of the Taxpayer Rélief Act of
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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 section 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 effectlve for federal purposes.

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

The provisions of sections 5002, 6009, 6011, and 7001 of the Internal Rcvcnue
Service Restructuring and” Reform Act - of" ]998 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 Work 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 cffectlvc for federal purposes.

The Internal Revenue Code of 1986, as amended through December al 1998,
shall be in effect-for taxable years bcgmnmg 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, shdll 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 scctions 659a and 671 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 Revenuc Code of 1986, as amended through June 15, 2001 shall be
in effect for taxable years beginning after December 31, 2001.

Except as otherwise  provided, references to the Internal Revenue: Code in
subdivisions 19a to 19g¢ mean the code in effect for purposes of determmmu net mcome
for the applicable ye’rr

[For text of subd 19a, see M S 2000/

Subd 19b.: Subtractlons from federal m\able mu)me For 1nd1v1duals estates, and
trusts, there shall be subtracted from federal taxable income:

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

(2)if included in federal taxable income, the amount of any overpayment of
income tax to Minnesota or to any other state, for any previous taxable 'yedr whether
the amount is réceived as a refund or as a credit to another taxable year’s income tax
liability; : : :
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3) the amount paid to.others, less lhe amount used 'to claim' the credit allowed
under section :290.0674, not to exceed $1,625 for each qualifying child in grades
kindergarten to 6 and $2;500 for each qualliymo child in grades 7 to 12, for tuition,
textbooks,:and transportation of: each qualifying child in attendino an clcmentaly or
sccondmy school situated in Minnesota, North: Dakota, South Dakota, Iowa, or
Wisconsin, wherein a resident of this state may legally fu]ﬁll the state’s compulsorv
attendance laws, which is not operated for profit, and which ddheles to the provisions
of the Civil R10hts Act of 1964 and chapter 363. For the purposes of this clause,
“tuition” mcludes fees or tuition as defined in section 290. 0674, subdivision-1, clause
(1). As used in this clause, “textbooks” includes books and other instructional materials
and ‘equipment purchased or leased for use in elementary and secondary schools in
teaching only those subjects legally and commonly ‘taught in public elementary and
see’ond'lry' schools in this state. Equipment ‘expenses qualifying for deduction ineludes
expenses as defined and limited in section 290.0674, subdivision 1, clause (3). “Text-
books” ddés not include instrictional books and materials used in the teaching of
rcligious tenets, doctrines, or worship, the purpose of which is to instill such tenets,
documes or worship, nor does it include books or materials for, or transportation to,
extracurricular activities including $porting events, musical or dramatic-events, speech
activities,  driver’s education, or similar programs. For purposes of the subtractlon
provided by this clause, “qualifying child”. has the meanm;: gwen in scction 32(c)(3) of
the Internal Revenue Code; - :

(4) contributions made in. taxable years beommnv after December 31 981 and
before January 1, 1985, to a.-qualified - (vovernmentdl pension-‘plan, an individual.
retirement account, simplified employec pension, or quahﬁed plan covering a self-
employed person that were included in Minnesota gross income in the t'lxable 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 subdlvmon 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 1nd|v1dual
subtraction under this clause exceeds the individual’s taxable income, the excess may be
_carried forward to taxable years -beginning after December 31, 2000 dnd betore
Janualyl 2002; :

(5) income as prov1ded under seetlon 290. 0802

(6) {o 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 determmm0 federal thdble income or used to
claim the long-term care insurance credit under section 290.0672, the amount paid for
health insurance of self-émployed individuals as determined under séction 162(1) of the
Internal Revenue Code, except that the percent limit does not apply. If the individual
deducted insurdance payments under section 213 of the Internal Revenue Code of 1986,
the subtraction under this clause must be reduced by the Jesser 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- deductlon under section 63(c) of the
Internal Revenue Code;-or :

(i) 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 '1mount .
deductible for medical care under section 213(a);

“(8) the exemptlon amount dllOWCd under Laws 1995, chapter 255, article 3 section
2, subdivision 3; :

(9) to the extent included in federdl 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 perccnt of the excess of -charitable contributions
allowable as a deduction for the- taxable year under section 170(a)- of the Internal
Revenue Code over $500; :

(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 dlIOWCd a federal foreign tax credrt for. tdxes that,do
not qualify.for a credit under section 290.06, subdivision 22, an amount equal.to the
carryover of subnational foreign L'lxes for the taxable year, but not to exceed the total
subnational foreign taxes rcported in clarmmg the foreign tax credit. For purposes of
this clause, “fedcral foreign tax credit” means the credrl allowed under. section 27 of
the Internal Revenue Code, and “carryover of subnational foreign taxes” cquals 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. Corporatlons, additions to- federal taxable income. For COrpOI’dthl’lS
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 imposcd under section 290.0922, paid by the corporation to
Minnesota, another state, a political subdivision of another. state, the Drstrrcl -of
Columbia, or any foreign country or possession of the United States;

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

(3) exempt- interest dividends recerved as defmed in sectron 852(b)(5) of the
- Internal Revenue Codc;

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

(5) the amount of any specml deductlons taken for federal mcome tax puiposes
under sections 241 to 247 of the Internal Revenue Code;

(6) losses from the business of mining, as defmed in sectién 290. 05, subdivision 1,
clause (a), that.are not subject to Minnesota income tax;

(7) the amount of any capital losses deducled for tederal 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 seetlons
921(a) and 291 of the Internal Revenuc Code; -

(9) the amount of percentage depletion deducted undcr sectrons 611 throunh 614
and 291 of the Internal Revenue Code; :

-(10) for-certified pollution control facilities placcd ir 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 aménded through
December 31, 1985, the amount of the amortization deduction dllowed in (.omputmg
federal taxable income for those facilities; .. : S

(11) the amount of any deemed dividend. from a forerg,n operatmg COI'pOI'dthn
determined pursuant to section 290.17, subdivision 4, paragraph (g);

(12) the amount of any environmental tax paid'under section 59(1) of the Internal
Revenue Code;
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(13) the amount of a partner’s pro rata share of net income which doe$ 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 cxcluded under seetmn 114 of the Internal
Revenue Code.

Subd. 19d. Corporations; modifications - decreasing federal taxable income. For
corporatlons there shall be subtracted from federal taxable income dfter 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 cxpense not allowed for federal income tax purposes due
to claimihg the federal jobs credit under section 51 of the Internal Revenue Code;

(3) any dividénd (not including any distribution in 11qu1ddt10n) paid within the
taxable year by a national or state bank to the United States, or to any instrumentality
of the United " Stateés 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 Tanuary 1,
1987 as follows:

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

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

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

(i) for capital losses incurred in taxable years beg,mnmry after Deccmber 31, 1986,
capital loss carrybacks shall not be allowed;
(ii) for capltal 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;

(111) for capltal lossés incutred in taxable years beginning bcfore Jdnuary 1, 1987, a
capltdl loss cdrrybaek to each of the three taxable years preceding the loss year, subject
to the provisions of Minnesota Statutes 1986 section 290.16, shall be allowed; and

(iv) for capital losses incurred in taxable years beginning before January 1, 1987, a
capital loss carryover to each of the five taxable years succeeding the loss year to the

. extent such loss was not used in a prior taxable year and subject to the provisions of
Minnesota Statutes 1986, section 290.16, shall be allowed;

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

(7) in the case of mines, oil and gas wells, other natural deposits, and timber for
which percentage depletion. was dlsallowed pursuant to subdivision  19¢, clause (11), a
reasonable allowance for depletion based on actual cost. In the case of leases the
deduction must be apportloned 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 apportloned between the income beneficiaries and the trustee in
accordance with the pertinent prov151om ‘of the trust, or if there is no provmon 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, 11985, an amount equal to the allowance for depreciation under
Minnesota Statutes 1986, section 290.09, subdivision 7;

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

-(10) 80 percent of royalties, fees, or other like income accrued or received from a
foreign operating corporation or a foreign corporation which is part of the same unitary
business as the rcceiving corporation;

(11) income or gains [rom the business of mining as delined jn section 290. 05,
subdivision 1, clause (a), that are not subject to anesot'l franchisc tax;.

(12) the dmount of handicap access expenditures in the taxable year which are not
allowed to be dcducted or capitalized under-section 44(d)(7) of the Internal Revenue
Code;

(13) the amount of qualified rescarch 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 employmum credit under section 45A(a) of. the Internal
Revenue Code;

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

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

(17) for a corporation whose foreign sales corporation, as defined in sectlon 922 of
the Internal Revenue Code, constltuted a foreign operating corporation during the
taxable years ending during calendar ycar 1992 and a return was filed by August 15,
1996, claiming the deductlon under . this subdivision for income received flOm the
forelgn operating corporation, an amount equal to 1.23 multiplied by the amount of
income excluded under scction 114 of the Internal Revenuc Code provided the income
is not income ofa forelon operatmg compdny

[For text of subds 19¢ to 20e, see Mb 200()]

Subd. 22. Taxable net mcome For tax years beginning after Decembel %l 1986,
the term “taxable net income” means:

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

(2) for individuals who were not residents of Minncsota for the entire year, the
same as net income except that the tax is imposed only on the Minnesota apportioned
share of that incomec as dctermmed pursuant to section 290.06, subdivision 20.
paragraph (¢);

(3) for all'other taxpayérs, the palt of net income that is allocable to Minnesota by
assignment or apportionment under one or more of sections 790 17, 790 191, 290.20,
and 290 36. _

.For td}\ years begmnmo bcfme January 1, 1987 the term mable 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 mcumc The telm “th'lble income” means:

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

(2) for corporations, the taxable net income less

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



MINNESOTA STATUTES 2001 SUPPLEMENT
99 _ INCOME -AND FRANCHISE TAXES  290.05

+ (i) the net opcrating loss deduction under section 290.095; and
" (ii) the dividends reccived deduction 'under scction 290.2'1,“subdivisi0n 4.

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

Subd 31. Internal Revenue Code. Unlcss specmCdlly defined otherwise, “Intcrnal
Revenue Code” means the Internal Revenue Cod(, of 1986, as dmended thmugh June
15, 2001. -

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

History: 1Sp2001 ¢ 5 art 95 1-7; art 10 s 2-6

NOTE: The amendment to subdivision 31 by Laws 2001. First Special Session chapter 5, article 10. section 6, is elfcclive
at the same time and in the same manner as the federal changes made by the FSC Repeal and Extraterritorial Income
Exclusion Act of 2000, Public law Number 106-519, and the Consolidated Appropriation Act of 2001, Public Law Numbcr
106-554, become effective. Laws 2001, First $pecial Session chapter 5, article 10, section 6, the effective date.

290.014 JURISDICTION TO TAX IN GENERAL.
[For' text of subds 1 1o 4, see M.S. 2000}

Subd. 5. (,orporatnons Except ds provided in section 290.015, corporations are
subject to the return filing requiréments and to tax as provided in this chapter if the
corporation so exercises its franchisc as lo 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 rcason of its character but of a character which is
taxable under this chaptér) in its capacity a8 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 Intcrnal 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 beneﬁuary 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 Intérnal 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 Revenué 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. allgcable 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 corporatlon directly from the source from which
realized by the partnership. : : :

History: 1Sp2001 ¢ 5art9s 8

290.05 EXEMPT INDIVIDUALS, ORGANIZATIONS, ESTATES, TRUSTS. :

Subdivision' 1. Exempt entities. The following corporations, individuals, estates,
trusts, and organizations shall be exempted from taxation under this chapter, providc,d
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 tdxablu status of
any income or activity: . : :

(a) Lorporatlons individuals, estates,.and trusts eng'lged in the busmess 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 $uch other business or activity. Roydlty shall not be
considered as income from the business. of mining or producmE iron ore within the
meaning of this section;

(b) the United States of Amerlca the state of Minnesota or any pohtlc_al
subdivision of cither agencies or instrumentalities, whether engaged in the discharge of
governmental or proprietary functions; and

(c) any insurance company.

[For text of subds 2 to 8 see M.S. 70()()]
History: 16[)2()()1 cSart9s9

290.06 RATES OF 'IAX CREDITS.
. [Tor text of subd 1, see M.S. 7000]

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

(1) On the first $25.680, 5.35 percent;
(2) On all over $25,680, but not over 5]02 030, 7.05 pcrcem
(3) On all over $102,030, 7.85 percent.

Married individuals filing separate returns, estates, ‘and trusts must compute their
income tax by applying the above rates to thelr taxable- income, except that the income
brackets will be one-half of the above amounts.

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

(1) On the first 17,570, 5.35 percent;
(2) On all over §17,570, but not over §57,710, 7.05 percent
3 On all over $57,710, 7.85 percent.

. (c) The income taxes imposed by this chapter upon unmarried individuals 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 $86,910, 7.05 percem
~(3) On all over $86,910, 7.85 percent.

(d) Tn lieu of a'tax computed according to the rates:set forth in thls 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 incrcased to $1.

(e) An individual who is'not a Minnesota resident for the’ entire year must
compute the individual’s Minnesota income tax as prov1ded in. this subdivision. After
the application of the nonrefundable credits provided in this chapter, the tax llablhty
must then be multiplied by ‘a fraction in which: :

- (1) the numerator is the individual’s Minnesota source federal adjusted gross
income as. defined in section 62 of thc Internal Revenue Code and increased by the
additions required under section 290.01, subdivision 19a, clauses (1) and. (6), and
reduced by the Minncsota 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, incrcased 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 of subds 2d and 10; see M.S.2000] -

Subd.’ 227 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 dppomoned to Minnesota, is entitled to a credit
for the tax paid to anotherstate 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 th1s credit-unless the state of domicile
does not allow a similar credit. . .

(b)-For an individual, estate; or trust, the credlt is determmed by multlplymg, the
tax payable under this chapter by the ratio derlved by dividing the income subject o 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 cxtent the mcomc 15 allocated or dssxoned to anceola under secllons 290. 08] and
290:17. : :

(c) If the. taxpayer is an athletic team that apportlons all of its income under
section 290.17, 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 lhe other state by the taxpayer’s Minnesota taxable income. '

(d) The credit determined under paragraph (b) or (c) shall not excecd the amount
of fax s0 pdid to thé 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 chaptet to an amount less than what would be dssessed if such income.

_ dmount was excludcd from taxable net income.

‘(e) In the case of the tdx assessed on a lump sum dlstrlbutlon under sectlon
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 puor 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.

(fy If a Minnesota resident reported an item of income to Minneséta and is
assessed tax in such other state on that same income after the Minnesota’ statute of
limitations has expired; the taxpayer shall receive a credit for that year under paragraph
(a), notwithstanding any statute of limitations to the 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 entitlement 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 considcred 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 corporatlon 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 ermty taxed as a
partnership under the Internal Revenue Code must be considered to have paid a tax
-imposed on the partner in an amount cqual 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
p'lrtnurshlp s net income. .

(i) For the purposes of this QublelSlOn, : clIlOth,T state”:

(1) includes: S

(1) the District of Columbia; and

(i1) a province or territory of Canada; but R

(2) excludes Puerto Rico and the several territories or gam7ed by Congress.

(j) The limitations on the credit in pardordphs (b), ((,) dl]d (d) are 1mposcd on a
state by state basis.

+(k) For a tax imposed by a province or lurltmy of Cdnada the tax for purposes of
this' 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 subdlvmon

[For 1e\1 of subd 22a, see M.S.2000]

Subd. 23. Refund of (.Ol’ltl ibutions -to political partles and candldates (a) A
taxpayer may claim a refund cqual 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 S50 and for a married couple, filing jointly, must not exceed
$100. A refund of a contribution is allowed only if the taxpayer files a form required by
the commissioner and attaches to the form a copy of an official refund receipt form
issued by the candidate or party and signed by the candidate, the treasurer of the
candidate’s principal campaign committee, or the chair or treasurer of the party unit,
after the contribution was received. The receipt forms must be numbued 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. Amounts
paid by the commissioner after June 15 of the calendar year following the calendar year
in which the contribution was made must mclude interest at the rate specified in
section 270.76.

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

(1) has signed an agreement to limit campaign expenditures as p10v1ded in section
10A.322;

2) is secking an ofﬁce for.-which volumaly spending llmll§ are specmed In section
10A25; and , . .

(3) has designated a principal campaign commlttec :

This subdivision does not limit the campaign cxpenditures of a (.dlldlddle who docs
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 maj‘or political party
as defined in section 200.02, subdivision-7, or-a minor political party qualifying for
inclusion on the mcome tax or ploputy tax 1cfund form under section JOA 31,
subdivision 3a. - :

A “major palty or “minor party m(,lud(,s the aggr cgate of that party’s organiza-
tion within each house of the legislature, the state party organization, and the party
organization within conmewonal dlstrmls counueq, legislative districts, mumupalmes
and precincts.

“Candidate” means a candidate as clcfmed in“section 10A. 01, 9ubdlvmon 10,
except a candidate for judicial ofﬁce
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“Contribution” means a gift of money.

(d) The commissioner shall rnal\e copneg of -the. f01m available to the pubhc and
candidates upon request. -

- (e) The following data collected or maintained by the ¢ommissioner under this
subdlvmon dre private: the identities of individuals claiming a refund, the identities of
candidates to whom those individuals l]dVC made COIltI‘lbUllOnS and the amount of each
contribution. :

() 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 made: on behalf of each candidate and edch political
party. These data are public. .

(g) The amount necessary o pay claims for the refund provided in this qcclxon 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 eleclromc
means, the commissioner may accept the number on the official receipt as documenta-
tion that a contribution was made [Tather than the actual receipt as requlre(l by
pardgaph (a).

' [For text of vubd 24, see M S 7000]

Subd. 25. [Repe'lled ISp2001 c5art 7 s 66]
Subd. 26. [Repealed, 1Sp2001 ¢ 5 art 9_s 30]

[Foi text of subds 27 and 28, see M.S.2000]
_ History: ISp2001 ¢ 5 art 7 s 34,35; art 95 10

290. 067 DEPENDEN'[ CARE CREDIT
[For text of S‘llb(l' ] see M.S.2000]

Subd. 2 lellatwns The credit for expenses incurred for the care of each
dependent Shd” not.exceed S$720 im. any taxable year, and the total credit for ali
dependents of a claimant shall not excecd $1,440 in a taxable year. The maximum total
credit shall be reduced according to the amount of the mcome of the claimant and a
spouse, if g any; as follows:

income up to $18,040, 8720 mdx1mum for one dependent 51, 440 for. all dcpen-
dents;

income over $18,040, themaximum credjt for one dependent shall be rpduccd by
$18 for every $350 of additional income, $36 for all dependents.

The commissioner-shall construct and make available to taxpayers tables showmo
the amount of the credit at various levels of income and cxpenses. 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 of 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 cxcept that for the purposes of this
subdivision the percentage increase must be determined from the year starting Septem-
ber 1, 1999, and ending August 31, 2000, as the base ycar for adjusting for inflation for
the tax year beginning after December 31,.2000. The determination of the commission-
er under thlS subdivision is not a: rule under the Administrative Procedure Act.

[F or text of subds 3 and 4, see M.S.2000]
History: 1Sp2001 ¢ 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
taxpaycr 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 $6,920 of earned income and 8.5 percent of earned income over $12,080 but less
than $13,450. The credit is reduced by 5.73 percent of earned income or 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 t\vo or more quahfymg 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 resrdent 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 Decembel 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 $17,890 in paragraph (d) is increased to $19, 890 for
married taxpayers filing joint returns.

(i) For tax years beginning after December 31, 2007, and before December 31,
2010, the $5,770 in paragraph (b) is increased to $8,770, the $15,080 in pardgraph (c) is
increased to S18,080 and the $17,890 in paragraph (d) is increased to $20,890 for
married taxpayers filing joint returns.

(i) 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 commrssroner may graduate the
transition between income brackets. :

- Subd. 1a. Deﬁmtlons For purposes of this section, the terms ° quahfymg chrld ?
“earned income,” and “adjusted gross income” have the meanings ‘given in section
32(c) of the Internal Revenue Codc

[For text of subds 2 to 6a, see MSZOOO]

Subd. 7. Inflation adjustment. The earncd 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. The commissioner shall make the inflation
adjustments in accordance with section 1([) of the Internal Revenue Code cxcept 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: ISpZ_OOJ cSart 753839, art 10s 7,8
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290.0673 [Repealed, 1Sp2001 ¢ 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 iri an amount equal to 75 percent of the amount paid for’
education-related. eXpenses for a qualifying child in kmderg,arten 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 Minnesota 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 whether 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 arcas 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, doctrmes or
worship. the purpose of which is to instill such tenets, doetrmes or worship; B

(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; musrcal or dramatic events, speech
activities, driver’s education, or similar programs; :

(3) a maximum expense of $200 per family for personal computer hardware
'excludmg, srngle purpose processors, and educational software that assists a dependent
to improve knowledge-of core curriculum areas or to expand knowlcdge and skills
under the graduation rule under section 120B.02 purchased for use in the taxpayer’s -
home 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 transportatlon of a qualifying child attendmg an
elementary or sccondary school situated in Minnesota, North Dakota, South Dakota,
Jowa, or Wisconsin, wherein a resident of this state may legally fulfill the state’s
(.ompulsory 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’ (,hrld” has the. meanrng, given.in sectron '
32(c)(3) of the Internal Revenue Code. :
[F or text “of subds 2 to 5, see M.S. 2000]

Hlstory 15p2001 ¢ 5 art 9s 11

290.0675 MARRIAGE PENALTY CREDIT.
Subdivision 1. Definitions. (a) For purposes of thrs section the followmg terms
have the meanings given. i :

(b) “Earncd income” means the sum of the followmg, to the’ extent 1ncluded in
Minnesota taxable income: :

/(1) carned income as defined in section 32(c)(2) of the Internal Revenue Code;

(2) .income received from a retirement pension, profit- sharmg, stock bonus, or
annuity plan; and

(3) social security benefits as defmed in scction 86(d)(1) of the Internal Revenue
Code.

(© “Taxable 1ncome means net income as defined in section 290. 01, subd1v131on'
19.
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(d) “Earned income of lesser-earning spouse” means the earned income of the
spousc with the lesser amount of earned income as defmed in paragraph (b) for the
taxable year. :

[1 or leu‘ of subd 2, see M. S.2000]

Subd. 3 Clcdlt amourit. The credit amount is the difference between the tax on
the couple’s joint Minnesota -taxable income under the rfates 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, zmd
the tax under the rates of section.290.06, subdivision 2c, paragraph (b), on the couple’s
joint Minnesota taxable income, minus the earned income' 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 complehenxive table showing the credit
under this section at brackets of carnings of the lesser-earning spousc and joint laxable
income. The brackets of earnings shall not be more than $2,000.

For taxable years begmmng after December 31, 2002, the commissioner shall
update the table as necessary to provide a credit that reflects the relationship belwcen
the malﬂlml tax‘rates lmpoged undet section 290. 06, subdivision 2c.

[l'o; text of subds 4 and 5, see M.S.2000]
History: 1Sp2001 ¢ 5 art 7 s 40,41 -

290.0679 ASSIGNMENT OF REFUND. .

Subdivision 1. Definitions. (a) “Qualitying 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 taxpdyer s refund.

(b) “Education credit” means the credit allowed under section 290.0674.
(¢) “Refund” means an individual income tax refund.

(d) “Financial institution” means a state or feder dlly (,halteled bank savings b'mk
savings association, or credit union.

(e) “Qualifying organization” means a lax-exempt organization under section
501(c)(3) of the Internal Revenue Code.

() “Assignee” means a financial institution or qualifying organization thdt is
entitled to receive payment of ‘a refund assigned under this section.

Subd. 2. Conditions for assignment.-A qualifying taxpayér 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 thc 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 verily 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 orgdnwatmn for a loan to be securcd by the assignment
under subdivision 2, the taxpaycr must sign a written consent on a form prescribed by
the commissioner. The consent must dulhor17e 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, and must
be signed by the spousc. The financial institution or qualilying organization .may
request that the taxpayer provide a copy of the taxpayer’s. previous year’s income fax
return, if any, and may assist the taxpayer in requestmo a copy of the pre\'lous 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 1equuemems of this
subdivision.

(b) The third-party vcndor must disclose to the laxpayer in plain lanomlne

(1) the cost of each product or service for Wthh the third-party vendor separately
charges the taxpayer;

(2) any fees chaloed to the tdxpayer for tax prt.paratlon services; and -

(3) for quahfymo low-income taxpayers, information on the dvalldblhty of [ree tax
prcpamtlon services. : :

(¢) The third-party vendor must provide to the Laxpdyer t,xecutcd LOpl(:‘S of any
documents signed by the taxpayer.

Subd. 5. Filing of assignment. The commissioner shall prescribe. the form o’r and
manner for filing an assignment of a refund under this section.

" Subd. 6. Effect of assignment. The taxpayer may not revoke an dsmg,nmem after it
has been filed. The assignee must notlfy the commissioner if the loan secured by the
assigtnment has been pald in full, in which case the assu,nment is canceled. An
assignment is in effect until the amount asswncd is refunded in full to the assu,ncc or
until the assignee cancels thie 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 1, paragraph
(c), must be distributed in the following order:

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

(2) to claimant dg,(.nmes to. squsty any revenue recapture claims filed dg,amsl the
taxpayer, in the order of priority of the claims set forth in section 270A.10;

(’5) to assignees Lo sausfy assignments under this section, bd§6d on the order in
time in which the commissioner ICCGIVLd the assignments; and

(4) to the taxpayer.

Subd. 8. Le;,dl action. If there is a dlspute between the taxpdyex and the dwonee
after the commissioner has remitled the taxpayer’s refund to the assignee,” the
tdxpayer s only reniedy is to bring an action -against the assignee in court to recover the
refund. The action must be b1owvht within two years after thc, commissioner remits the
refund to the assignee.- The 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: /Sp2001 ¢ 5art9s 12

NOTE: This section. as added by Laws 2001, TFirst Special Scssion’ chapter 5, article 9, section 12, is cffective for
assignment of refunds filed with the commissioner after December 31, 2001. The time period for filing assignments expires
December 31, 2003, but assignments filed on or before that date remain in effect until satisficd or canceled: Laws 2001; First
Specml S;sslon chupter 3, arudu 9, section 12, the effective date. .

290.091 ALlERNATIVE MINIMUM TAX ON l’REFERI‘ NCE IIEMS
[For le\t of subd 1, see M.S. 7000] ' _
Subd . Definitions. For purposes of the tax imposed by this SCCUOH lhe tollowmo

terms have the meanings given: .

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

(1) the taxpayer’s federal alternative minimum taxablc mcome as defined in
section 55(b)(2) of the Internal Revenue Code; :
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(2) the taxpayers itcmized deductions allowed in computmg federal alternative
mmlmum taxable income, but excluding: :

(i) the Minnesota charitable contribution deduction;

(ii) the mcdical expense deduction;

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

(iv) the impairment-related work expenscs of a disabled person; and -

(v) holocaust victims’ settlement payments to the extent allowed unde1 section
290.01, subdivision 19b;

(3) for depletion allowances computed under section 613A(c) of the Internal
Revenue Code, with respect to each property (as defined in section 614 of the Intcrnal
Revenue Code), to the cxtent 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 taxablc year over the adjusted basis of the propeity at.
the end of the taxable year (determined without regard to the depleuon deducuon 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 urider section 57(a)(2) of the
Internal Revenue Code-determined without regard to subparagraph (E); and

o (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 determined under the following:
(1) interest income as defined in section 290.01, subdivision 19b, clause (1);

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

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

(4) amounts subtracted from federal taxable income as prov1ded by sectlon 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 intcrest” means investment interest as defmed in Sectlon 163(d)(3)
of the Internal Revenue Code.. - ,

(c) “Tentative minimum tax” equals 6.4 percent of alternative minimum taxablc-
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.

(&) “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). When the federal deduction for charitable contributions is limited undcr section
170(b). of: the  Internal Revenue Code, the allowable contributions in the year of
contribution arc deemed to be first contributions to entities described in anesold,
Statutes 2000, section 290.21, subdivision 3, clauses (a) to (e).

[For text of subds 3 to 6 see M.S.2000]
Hlstory ]Sp200] cSart9s13
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290.0921 CORPORATE ALTERNATIVE MINIMUM TAX AFTER 1989.

Subdivision 1. Tax imposed. In addition to the taxe$ computed under this chapter
without regard to this section, the franchise tax lmposed on corporatrons 1ncludes a tax
equal to the excess, if any, for the taxable year of: - o

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

(2) the tax 1mposed under section 290.06, subdivision 1, without regard to this
scetion.’ :

Subd. 2. Definitions. (a) For _purposes of this sectlon the followmg terms have the
meanings given them.

(b) “Alternative mlnlmum tdxable net rncome 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 dmount” is $40,000, reduced, but not below Lero 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 p'lrdgraph 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 corporatlons
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), and (h) of the Internal Revenue Code. If a corporation files a separate company
Minnesota ‘tax return, the minimum tax must be computed on a separate company
basis. If a corporation is part of a tax group filing a unitary return, the minimum tax
must be computed on a unitary basis. The following ad|ustments must bc made.

(1) For purposes of the’ deprecmtlon adjustments under section 56(a)(1) and
56(g)(4)(A) of the Internal Revenue Codg, 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, subd1v1510n ]9e or Minnesota Statutes 1986,
section 290.09, subdivision, 7, paragraph (c), not previously deducted is a depreciation
allowance in the first taxable year after December 31, 2000. o o

(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 sectlon 56(g)(4)(C)(n) of the
Internal Revenue Code does not apply.

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

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

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

(7) The tax preference for tax exempt.interest under section 57(a)(5) of.the
Internal Revenue Code does not apply.
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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 prefercnce 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 deductlon allowed under section 290.01, subdivision 19e.

For taxable years begmmng after December 31, 2000, the amount of any remdmmg
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 pmposes of calculating the adjustment for adjusted current earnings in
section 56(g) of the Internal Revenuc 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 carnings 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),
(i) the amount of refunds of income, excise, or franchisc taxes subtracted as provided
in section 290.01. subdivision 19d, clause (]0). or (iii) the amount of royalties, fees or
other like income subtracted as provided in section 290.01, subdivision 19d, clause (11).

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

[For text of 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, subdwx-
sion 29. .

(b) The amount of the deduction musl 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 290.36 and which is a
member of an affiliated group of corpomuons as defined by, the Internal Revenuc
Code. :

[For text 0]" subds 7 and 8, see M.'S.2000]

History: 1Sp2001 ¢ 5 art 7 s 42; art 9 s 14-16

290.0922 MINIMUM FEE; CORPORATIONS; PARTNERSHIPS.
[For text of subd 1, see M.S.2000]

Subd. 2. Exemptlons. The followmg entmes arc cxempt flOm Lhe tax imposed by
this section:

(1) corporations exempl from tax under. section 290.05;

(2) real estate investment trusts; N

_(3) regulated investmerit companies or,a fund thereof; and

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

(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 subdlvmon arc sub]ect to tax under this
section, notwithstanding section 290.05. : - : :

[For text oj subds 3 and 4, see M.S. 2()00]
History: 15p2001 ¢ 5 art 95 17

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

 Mutual savmgs banks as, defmed in sectlon 594 of the Internal Revenue Code arc
subject to a tax computed on the taxable income dctermined 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 eorporatlon not engaged in
the business of issuirg life insurance contracts.

‘This section applies only if- the lifc insurance deparlment would, 1[ it were treated-
as a separate corporation, qualify as a life insurance company under section 816 of the
Internal .Revenue Code. :

- History: ISpZ()()] c 5 art 9s 1 8

290.095 OPERATING L()SS DEDUCTION . .
' [For text of subd 1, see M.S.2000]

Subd. 1a. [Repealed 1Sp2001 ¢ 5 art 9§ 30]

Subd . Defined and limited. (1) The term “net oper almg, loss” as used in this,
section shall mean a net operating loss as definéd in section 172(c)’ ‘of the Internal
Revénue Code, with the modifications specified in subd;vmon 4. The deductions
provided in section 290.21 and the modification provided in section 290.01, subdivision
19d; ‘clause (10), cannot®be- used - in the deternnlnallon of a net operating loss.

(b) The term “net’ operatmg loss deduction” as used in this sectlon means the
aggreéate of thé net operating loss’ carryovers to the taxable year, computed in .
accordance with “subdivision 3. Thé provisions of section 172(b) of the Interrial -
Revenue Code relatmg to the carryback of net operalmg losses do not apply.

_ -[For text 0/ subds 3 to 5, see-M.S. ’()()0]
Subd 7. [Repealed 1Sp200l cSart7s 66]
[Fo; text oj subds 9. and 11,:see M 3 2000]
" History: 151)2()()] cSart9s 19

290.17 GROSS INCOME, ALLOCATI()N T() STATE.

Subdivision 1. Scope of allocation rules. ‘(a) The income of resident 1nd1v1duals is
not subject to ‘allocation outsidé -this state. The allocation rulcs apply to nonresident
individuals, estates, trusts, nonresident partnérs of partnerships, nonresident sharehold-
ers of corporations 'treated as *S” corpordtlons under section '290.9725, and all-
corporations not“having such an election in effect. If a partnershlp or corporation
would not:otherwise be subjcct-to the dllocation rules; but conduicts a-trade or business -
that is part of a unitary business involving another ngdl 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
1nd1v1dual 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 cxtent 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 siate during the tax
year of the partnership, S corporation, trust, or cstate, and the denominator of which is
the number of days in thc taxable year of the partnership, S corporation, trust, or
estate.

/1*0; text of subds 2 and 3, see M. S 2000]

Subd 4. Unitary business prmcrple (a) If a trade or busmese 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 busincss 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 busmcss activities or operations arc of mutial benefit, dependent upon
or contributory to one another, either 1nd1v1dually or as a group.

(d) Where a business operatlon 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 ent1rely outside the
state, it is presumed that the two business operations are unitary in nature, mterrelated
connected, and mterdependent unless it can be shown to the contrary.

(e) Unity of ownemhlp is not deemed to- exist when a corporatlon is involved
unless that corporation is a member of a group ‘of two- or more business entities and
.more than 50 percent of the voting stock of each member of the group:is directly or
indirectly owned by a common owner or by common owners, either corporate or
noncorporate, or by one or more of the member corporations of the group. 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 apportionment factors under section 290.191 or 290.20 of
foreign corporations and other foreign entities which are part of a unitary business shall
nof be included in,the net income or the apportionment factors of the unitary business.
A foreign corporation or. other foreign entity which is rcqu1rcd 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 umtary business except
as prov1ded in paragraph (g).- :

{(g) The ad]usted net income of a foreign operatmo corporatlon shall be deemcd to
'be paid as a dividend on the last day of its- t'1xable year to each shareholder-thereof, in
proportion to each shareholdet’s ownership, with which such corporation is engaged in
a unitary business. Such deemed dividend shall be treated as a- d1v1dend 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 umtary business. The adjusted' net. income: of a
foreign operating corporatlon 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 possesslon or polm(,dl subdivision of any of the foxegomg shall
be a deduction; and

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

If a foreign operating corporation incurs a net loss, nc1ther income nor deduction
from that corporation shall be included in determmmg the net income of the unitary
business.

(h) For purposes of dctermmmg the net income of a unitary business and the
factors to be used in the dpportlonmenl of net' income pursuant to section 290.191 or
290.20, there must be included only the income and -apportionment 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 corporatlons or other forclgn entities mléht be included.in
the unitary business. : :

() Deductions " for expenses, interest, or taxes otherwise- '1llowable under this
chapter ‘that- are connected with or allocable against - dividends, decmed dividends
described in paragraph (g), or royalties, fees, or other like income descrlbc,d in- sectlon
790 01, subdivision 19d, clause (10), shall not be disallowed.

- (j) Each corporation or dther entity, except a sole proprletonhip', that is pdrt of a
unitary business must file combined reports as the commissioner determines. On the
reports, all intercompany transactions between entities included pursuant to paragraph
(h) must be eliminated and the' entire net income of the unitary businéss 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 pdrt of the ‘common dccountmg, pCI'lOd of the
combined report:. -

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

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

[For text of subds 5 and 6 see M.S. 2()00]
Hlstorv 1S1)2()()1 c5art9s 20 21

290 191 APPORTIONMENI OF NET INCOME.
[For text of subd I, see M.S. ”000]

-+ Subd. 2. Apportionnient formula of general application. Except for those trades or
businesses required to use a different formula under subdivision 3 or section 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 income to this statc on the ba31s of the percenlage
obtained by taking the sum of: :

(1) 75 percent of the percentdge Wthh the sales made within thls state’ in
conncction 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 propeérty used by the
taxpayer-in this state in conncction with the trade or business during the tax period is
of the total tangible property, wherever located, used .by lhe Laxpayer 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.
ot incurred in connection with the.trade-or business during the tax period.

[For text of subds 3-to 12, see M.S.2000]
Hlstmy ]S])200] cSart 9s 22 ‘

290.21 DEDUCTIONS ALLOWED TO CORPORATIONS
[For text of subd 1, see M.S. 2000]

Subd. 3. [Repealed, lSpZOOI c5art9s30]

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 the. taxpayer’s trade or
business, or when the trade or business of the taxpayer does not consist principally of
the holding of the stocks and the collection of the income and gains therefrom; and

(2)(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 Depflrtment Regulation
1.1502-14(a), as amended through December 31, 1989; or

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

(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 collccllon of income and gain
therefrom.

(¢) The dividend deduction provided in this subdivision shall be allowed only with
respect to dividends that are mcluded in a corporation’s ancsold taxable net mcome
for the taxable year.

.The dividend deduction pmv1ded in this subdlvmon does not apply to a dividend
from a corporation which, for the taxable year of the corporatign 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 Revenuc Code.

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

The dividend deduction provided in this subdivision sh'lll not be dllOWCd 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 w1lh 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 busmess of the affiliated corporatlon havmg a nexus with
Minnesota.

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

. (D) If one or morc of the members of the unitary group whose mcome i$ mduded
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 reccived by members of the group; (2) the
percentage allowed pursuant to paragraph (a). or (b); and (3) the percentage of the
taxpayer's business income apportionable to this. state for the taxable year under
section 290.191 or 290.20. i

History: 1Sp2001 c 5 art 9 5 .73
290.23 [Repealed, 1Sp2001 c5art7s 66]
290.25 [Repedlcd 1Sp2001 c 5 art 7 s 66]

29031 PART ‘\‘ERSHIPS INDIVIDUAL LIABILITY OF l’ARTNERS
[For text of subd 1, see M.S.2000/

Subd 2. [Repealed, ISp2001 c5art 75 60]
Subd. 2a. [Repealed, 1Sp2001 ¢ 5 art 7 s 66]
Subd. 3. [Repealed, 15p2001 ¢ § art 7 s 66]
Subd. 4. [Repealed, 1Sp2001 ¢ 5 art 7 s 66]
Subd. 5. [Repealed, 1Sp2001 ¢ 5 art 7 s 66] .
Subd. 19 [Repealed 1Sp2001 c5art 7 s 66]

, [F or text of sub(l 77 see M. S 7000/
2)0 35 [Rep(.dlcd 1Sp2001 ¢ 5 art 9 s 30]

290.92 TA\’ WITHHELD AT SOURCE UPON WAGES; OTHER PAYMENTS,
[For text of 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. or if a lien has been filed
under section 270.69, within the statutory period for enforcement of the lien, give
notice to any cmployer deriving income which has a taxable situs in this state regardless
of whether the income is excmpt from taxation, that an employee of that employer is
delinquent in a certain amount with respect to any state taxes, including penaltics,
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 pcnallles due from the taxpayer and demand for their payment, and
(b) Lhe commissioner’s intentior to- require additional withholding by the taxpayer’s
employer pursuant to this subdivision. The ‘effect of the notice shall expirc one ‘year
after it has been mailed to the taxpayer provxded that the notice may be renewed by
mailing a new notice which is in accordance with this subdivision. The renéwed 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 prov1ded in section 571.72. The
notice shall further inform the taxpayer of the wage exemptions contained in section
550.37, subdivision 14. If no stalement of exemption is received by the commissioner
within 30 days from the’ malhng of the notice, the commlsuoner 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 department of revenue and shall be in substantially the
same form as provided in section 571.75. Upon receipt of. notice, the employer shall
withhold ffom 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 wrthhold 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 assignmients.
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' “compensatlon due” any employee is defined in accordance with the provi-
sions of section 571.921. The maximum withholding allowed under this subd1v1s1on 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
department of the amounts and the facts relating to such assignments within ten days
after the service of the notice of delinquency on the form pro\uded 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 durmg 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 1nstrumentalrty thereof or thls state or any mumcrpallty or other
subordinate unit thereof.

(5) The commissioner shall refund to the employce excess amounts w1thheld from
the employee under this subdivision. If any excess results from payments by the
employer because of willful failurc to withhold or remit as prescribed in clause (3), the
excess attributable to the employer’s payment _ shall be refunded to the employer.

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

+(7) The collection remedy provided to the commissioner by thlS subd1v1s1on Shdll
have the same legal effect as if it were a levy. made pursuant to section 270.70.

[For text of subds 24 to°30, see M. S 7000]
Hlstory 1Sp2001 cSart 7543

290 9725 S CORPORATION

.. For purposes of this chdpter the term “S corporat1on medns dny corporatlon
having a valid election in effect for the laxable year under section 1362 of the Internal -
RCVCHLIL, 'Code. An S corporation shall not be subject to the taxes imposed by this
chapter, except the taxes imposed under sectrons 290.0922, 290.92, 290.9727, 290. 9728
and 290.9729. .

History: 1Sp2001 ¢ 5 art 95 24

290. 9726 CORPORATION TA‘(ABLE INCOME TAXED TO SHAR]:HOLDERS
_ [F or. te\t of subds 1 to 4, see M. 52000]
Subd 7 [Repealed 15p2001 c 5 art 9530]
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