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CHAPTER 290 

INCOME AND FRANCHISE TAXES
290.0921 Corporate alternative minimum tax after 

1989.
290.0922 Minimum fee; corporations; partnerships.
290.431 Nongame wildlife checkoff.
290.432 Corporate nongame wildlife checkoff.
290.9727 Tax on certain built-in gains.
290.9728 Tax on capital gains.
290.9729 Tax on passive investment income.

290.01 DEFINITIONS.

[For text o f subds 1 to 6, see M.S.2002]

Subd. 7. Resident, (a) The term “resident” means any individual domiciled in 
Minnesota, 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.

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

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

(2) the individual is covered under the reciprocity provisions in section 290.081.
For purposes of this subdivision, presence within the state for any part of a

calendar day constitutes a day spent in the state. Individuals shall keep adequate 
records to substantiate the days spent outside the state.

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

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

[For text o f subds 8 to 18, see M.S.2002]

Subd. 19. Net income. The term “net income” means the federal 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 provided in subdivisions 19a to 
19f.

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

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

290.01 Definitions.
290.06 Rates of tax; credits.
290.067 Dependent care credit.
290.0671 Minnesota working family crcdit.
290.0674 Minnesota education credit.
290.0675 Marriage penalty credit.
290.0679 Assignment of refund.
290.0802 Subtraction for the elderly and disabled.
290.091 Alternative minimum tax on preference 

• items.
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81 INCOME AND FRANCHISE TAXES 290.01

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

(3) the deduction for dividends paid must also be applied in the amount of any 
undistributed capital gains which the regulated investment company elects 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 defined in section 468B(b) of 
the Internal Revenue Code.

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

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

The provisions of sections 202(a) and (b), 221(a), 225, 312, 313, 913(a), 934, 962, 
1004, 1005, 1052, 1063, 1084(a) and (c), 1089, 1112, 1171, 1204, 1271(a) and (b), 
1305(a), 1306, 1307, 1308, 1309, 1501(b), 1502(b), 1504(a), 1505, 1527, 1528, 1530, 
1601(d), (e), (f), and (i) and 1602(a), (b), (c), and (e) of the Taxpayer Relief Act of 
1997, Public Law 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 105-206, the provisions of section 3001 of the Omnibus Consolidated and 
Emergency Supplemental Appropriations Act, 1999, Public Law 105-277, the provisions 
of section 3001 of the Miscellaneous Trade and Technical Corrections Act of 1999, 
Public Law 106-36, and the provisions of section 316 of the Consolidated Appropriation 
Act of 2001, Public Law 106-554, shall become effective at the time they become 
effective for federal purposes.

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

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

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

The provisions of the FSC Repeal and Extraterritorial Income Exclusion Act of
2000, Public Law 106-519, and the provision of section 412 of the Job Creation and
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290.01 INCOME AND FRANCHISE TAXES 82

Worker Assistance Act of 2002, Public Law 107-147, shall become effective at the time 
it became 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
106-554, and the provision of section 632(b)(2)(A) of the Economic Growth and Tax 
Relief Reconciliation Act of 2001, Public Law 107-1.6, and provisions of sections 101 
and 402 of the Job Creation and Worker Assistance Act of 2002, Public Law 107-147, 
shall become effective at the same time it became effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31, 2000, 
shall be in effect for taxable years beginning after December 31, 2000. The provisions 
of sections 659a and 671 of the Economic Growth and Tax Relief Reconciliation Act of
2001, Public Law 107-16, the provisions of sections 104, 105, and 111 of the Victims of 
Terrorism Tax Relief Act of 2001, Public Law 107-134, and the provisions of sections 
201, 403, 413, and 606 of the Job Creation and Worker Assistance Act of 2002, Public 
Law 107-147, shall become effective at the same time it became effective for federal 
purposes.

The Internal Revenue Code of 1986, as amended through March 15, 2002, shall be 
in effect for taxable years beginning after December 31, 2001.

The provisions of sections 101 and 102 of the Victims of Terrorism Tax Relief Act 
of 2001, Public Law 107-134, shall become effective at the same time it becomes 
effective for federal purposes.

The Internal Revenue Code of 1986, as amended through June 15, 2003, shall be 
in effect for taxable years beginning after December 31, 2002. The provisions of section 
201 of the Jobs and Growth Tax Relief and Reconciliation Act of 2003, H.R. 2, if it is 
enacted into law, are effective a t . the same time it became effective for federal 
purposes.

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

Subd. 19a. Additions to federal taxable income. For individuals, estates, and trusts, 
there shall be added to federal taxable income:

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

(ii) exempt-interest dividends as defined in section 852(b)(5) of the Internal 
Revenue Code, except the portion of the exempt-interest dividends derived from 
interest income on obligations of the state of Minnesota or its political or governmental 
subdivisions, municipalities, governmental agencies or instrumentalities, but only if the 
portion of the exempt-interest dividends from such Minnesota sources paid to all 
shareholders represents 95 percent or more of the exempt-interest dividends that are 
paid by the regulated investment company as defined in section 851(a) of the Internal 
Revenue Code, or the fund of the regulated investment company as defined in section 
851(g) of the Internal Revenue Code, making the payment; and

(iii) for the purposes of items (i) and (ii), interest on obligations of an Indian tribal 
government described in section 7871(c) of the Internal Revenue Code shall be treated 
as interest income on obligations of the state in which the tribe is located;

(2) the amount of income taxes paid or accrued within the taxable year under this 
chapter and income taxes paid to any other state or to any province or territory of 
Canada, to the extent allowed as a deduction under section 63(d) of the Internal 
Revenue Code, but the addition may not be more than the amount by which the 
itemized deductions as allowed under section 63(d) of the Internal Revenue Code 
exceeds the amount of the standard deduction as defined in section 63(c) of the 
Internal Revenue Code. For the purpose of this paragraph, the disallowance of
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83 INCOME AND FRANCHISE TAXES 290.01

itemized deductions under section 68 of the Internal Revenue Code of 1986, income 
tax is the last itemized deduction disallowed;

(3) the capital gain amount of a lump sum distribution to which the special tax 
under section 1122(h) (3) (B)(ii) of the Tax Reform Act of 1986, Public Law 99-514, 
applies;

(4) the amount o f income taxes paid or accrued within the taxable year under this 
chapter and income taxes paid to any other state or any province or territory of 
Canada, to the extent allowed as a deduction in determining federal adjusted gross 
income. For the purpose of this paragraph, income taxes do not include the taxes 
imposed by sections 290.0922, subdivision 1, paragraph (b), 290.9727, 290.9728, and 
290.9729;

(5) .the amount of expense, interest, or taxes disallowed pursuant to section 290.10;
(6) the amount of a partner’s pro rata share of net income which does not flow 

through to the partner because the partnership elected to pay the tax on the income 
under section 6242(a)(2) of the Internal Revenue Code; and

(7) 80 percent of the depreciation deduction allowed under section 168(k) of the 
Internal. Revenue Code. For purposes of. this clause, if the taxpayer has an activity that 
in the taxable year generates a deduction for depreciation under section 168(k) and the 
activity generates a loss for the taxable year that the taxpayer is not allowed to claim 
for the taxable year, “the depreciation allowed under section 168(k)” for the taxable 
year is limited to excess of the depreciation claimed by the activity under section 168(k) 
over the amount of the loss from the activity that is not allowed in the taxable year. In 
succeeding taxable years when the losses not allowed in the taxable year are allowed, 
the depreciation under section 168(k) is allowed.

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

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

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

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

(4) income as provided under section 290.0802;
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290.01 INCOME AND FRANCHISE TAXES 84

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

(6) to the extent included in federal taxable income, postservice benefits for youth 
community service under section 124D.42 for volunteer service under United States 
Code, title 42, sections 12601 to 12604;

. (7) to the extent not deducted in determining federal taxable income by an 
individual who does not itemize deductions for federal income tax purposes for the 
taxable year, an amount equal to 50 percent of the excess of charitable contributions 
allowable as a deduction for the taxable year under section 170(a) of the Internal 
Revenue Code over $500;

(8) 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;

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

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

(11) job opportunity building zone income as provided under section 469.316.
Subd. 19c. Corporations; additions to federal taxable income. For corporations,

there shall be added to federal taxable income:
(1) the amount of any deduction taken for federal income tax purposes for income, 

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

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

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

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

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

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

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

(8) the exempt foreign trade income of a foreign sales corporation under sections 
921(a) and 291 of the Internal Revenue Code;
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(9) the amount of percentage depletion deducted under sections 611 through 614 
and 291 of the Internal Revenue Code;

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

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

(12) the amount of any environmental tax paid under section 59(a) of the Internal 
Revenue Code;

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

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

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

(16) 80 percent of the depreciation deduction allowed under scction 168(k) of the 
Internal Revenue Code. For purposes of this,clause, if the taxpayer has an activity that 
in the taxable year generates a deduction for depreciation under section 168(k) and the 
activity generates a loss for the .taxable year that the taxpayer is not allowed to claim 
for the taxable year, “the depreciation allowed under section 168(k)” for the taxable 
year is limited to excess of the depreciation claimed by the activity under section 168(k) 
over the amount of the loss from the activity that is not allowed in the taxable year. In 
succeeding taxable years when the losses not allowed in the taxable year are allowed, 
the depreciation under section 168(k) is allowed.

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

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

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

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

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

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

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

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

(i) for capital losses incurred in taxable years beginning after December 31, 1986, 
capital loss carrybacks shall not be allowed;
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(ii) for capital losses incurred in taxable years beginning after December 31, 1986, 
a capital loss carryover to each of the 15 taxable years succeeding the loss year shall be 
allowed;

(iii) for capital losses incurred in taxable years beginning before January 1, 1987, a 
capital loss carryback to each of the three taxable years preceding the loss year, subject 
to the provisions of Minnesota Statutes 1986, section 290.16, shall be allowed; and

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(19) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19c, clause (16), an amount equal to orie-fifth of 
the delayed depreciation. For purposes of this clause, “delayed depreciation” means the 
amount of the addition made by the taxpayer under subdivision. 19c, clause (16). The 
resulting.delayed depreciation cannot be less than zero. ■■■;.-

[For text o f subds 19e to 22, see M.S.2002]

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

. (iii). the exemption for operating in a job. opportunity building,zone under section 
469.317; and.

(iv) the exemption for operating in a biotechnology'and. health: sciences industry, 
zone under section 469.337.

[For text o f subd 30, see M.S.2002]

Subd. 31. Internal Revenue Code. Unless specifically defined otherwise, “Internal 
Revenue Code” means the Internal Revenue Code of 1986, as amended through June 
15,2003.

History: 2003: c 127 art 3 s 6r9; art 4 s 2,3; lSp2003 c 21 art 1 s 3,4; art 2 s. 3; art 3 s

290.06 RATES OF TAX; CREDITS.
[For text o f subd 1; see M.S.2002/

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

(1) On the first $25,680, 5.35 percent; ,
; (2) On all over $25,680, but not over $102,030, 7.05 percent;

(3) On all over $102,030, 7.85 percent.
Married individuals filing separate returns, estates, and trusts must compute their 

income fax by applying the above fates to their taxable income, except that the income 
brackets will be one-half of the above amounts;

(b) The income taxes imposed by this chapter upon unmarried individuals must be 
computed by applying to taxable net ihcoriie 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;
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(2) On all over $21,630, but not over $86,910, 7.05 percent;
(3) On all over $86,910, 7.85 percent.
(d) In lieu of a tax computed according to the rates set forth in this subdivision, 

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

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

(1) the numerator is the individual’s Minnesota source federal adjusted gross 
income as defined in section 62 of the Internal Revenue Code and increased by the 
additions required under section 290.01, subdivision 19a, clauses (1), (5), and (6), and 
reduced by the subtraction under section 290.01, subdivision 19b, clause (11), and the 
Minnesota assignable portion of the subtraction for United States government interest 
under section 290.01, subdivision 19b, clause (1), after applying the allocation and 
assignability provisions of section 290.081, clause (a), or 290.17; and

(2) the denominator is the individual’s federal adjusted gross income as defined in 
section 62 of the Internal Revenue Code of 1986, increased by the amounts specified in 
section 290.01, subdivision 19a, clauses (1), (5), and (6), and reduced by the amounts 
specified in section 290.01, subdivision 19b, clauses (1) and (11).

[For text o f subds 2d to 23, see M.S.2002]

Subd. 24. Credit for job creation, (a) A corporation that leases and operates a 
heavy maintenance base for aircraft that is owned by the state of Minnesota or one of 
its political subdivisions, or an engine repair facility described in section 116R.02, 
subdivision 6, or both, may take a credit against the tax due under this chapter.

(b) For the first taxable year when the facility has been in operation for at least 
three consecutive months, the credit is equal to $5,000 multiplied by the number of 
persons employed by the corporation on a full-time basis at the facility on the last day 
of the taxable year, not to exceed the number of persons employed by the corporation 
on a full-time basis at the facility on the date 90 days before the last day of the taxable 
year. For each of the succeeding four taxable years, the credit is equal to $5,000 
multiplied by the number of persons employed by the corporation on a full-time basis 
at the facility on the last day of the taxable year, not to exceed the number of persons 
employed by the corporation on a full-time basis at the facility on the date 90 days 
before the last day of the taxable year.

(c) For the first taxable year in which the credit is allowed for the facility, the 
credit must not exceed 80 percent of the wages paid to or incurred for persons 
employed by the taxpayer at the facility during the taxable year. For the succeeding 
four taxable years, the credit must not exceed 20 percent of the wages paid to or 
incurred for persons employed by the taxpayer , at the facility during the taxable year. 
For purposes of this section, “wages” has the meaning given under section 3121(b) of 
the Internal Revenue Code, except the limitation to the contribution and benefit base 
does not apply.

(d) If the credit provided under this subdivision exceeds the tax liability of the 
corporation for the taxable year, the excess amount of the credit may be carried over to 
each of the 20 taxable years succeeding the taxable year. The entire amount of the 
credit must be carried to the earliest taxable year to which the amount may be carried. 
The unused portion of the credit must be carried to the following taxable year. No 
credit may be carried to a taxable year more than 20 years after the taxable year in 
which the credit was earned.
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. ' (e) If an unused portion of the credit remains at the end of the carryover period 
under paragraph (d), the commissioner shall refund the unused portion to the taxpayer. 
The provisions of this paragraph do not apply if the corporation, that earned the credit 
under this subdivision or a successor in interest to the corporation filed for bankruptcy 
protection.

. [For text o f subds 27 and 28, see M.S.2002]
Subd. 29. Job opportunity building zone job credit. A taxpayer that is a qualified 

business, as defined in section 469310, subdivision 11, is allowed a credit as determined 
under section 469.318 against'the tax imposed by this chapter.

Subd. 30. Biotechnology and health science industry zone job credit. A taxpayer 
that is a qualified business, as defined , in section 469:330, subdivision 11, is allowed a 
credit as determined under section 469:338 against the franchise tax imposed under 
section 290.06, subdivision 1, or the alternative minimum tax imposed under section 
290.0921. -

Subd. 31. Biotechnology and health science industry zone research and develop­
ment credit. A taxpayer that is; a . qualified business, as defined in section 469.330, 
subdivision 11, is allowed a credit as determined under section 469.339 against the 
franchise tax imposed under section 290.06, subdivision 1, or the alternative minimum 
tax imposed under section 290.0921.

History: 2003 c 127 art 3 s 10; art 14 s 4; lSp2003 c 21 art 1 s 5,6; art 2 s 4,5

290.067 DEPENDENT CARE CREDIT.
Subdivision 1. Amount of credit, (a) A taxpayer may take as a credit against the tax 

due from the taxpayer and a spouse, if any, under this chapter an amount equal to the 
dependent care credit for which the taxpayer is eligible pursuant to the provisions of 
section 21 of the Internal Revenue Code subject to the limitations provided in 
subdivision 2 except that in determining whether the child qualified as a dependent, 
income received as a Minnesota family investment program grant or. allowance to or on 
behalf of the child must not be taken into account in determining whether the child 
received more than half of the child’s support from the taxpayer, and the provisions of 
section 32(b)(1)(D) of the Internal Revenue Code do not apply.

(b) If a child who has not attained the age of six years at the close of the taxable 
year is cared for at a licensed family day care home operated by the child’s parent, the 
taxpayer is deemed to have paid employment-related expenses. If the child is 16 
months old or younger at the close of the taxable year, the amount of expenses deemed 
to have been paid equals the maximum limit for one qualified individual under section 
21(c) and (d) of the Internal Revenue Code. If the child is older than 16 months of age 
but has .not attained the age of six years at the close of the taxable, year,; the amount of 
expenses deemed to have been paid equals the amount the. licensee would charge for 
the care of a child of the same age for the. same number of hours of ,care.

(c) If a married couple: ■
(1) has a child who has not attained the age of one year at the close of the taxable 

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

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

: (d) If the taxpayer is not required and does not file a federal individual income tax 
return for the tax year, no credit is allowed for any amount paid to any person unless:
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(1) the name, address, and taxpayer identification number of the person are 
included on the return claiming the credit; or

(2) if the1 personis an organization described in: section 501(c)(3) of the Internal 
Revenue Code and exempt from tax under section 501(a) of the Internal Revenue 
Code, the name and address of the person are included on the return claiming the 
credit.
In the case of a failure, to provide the information required under the preceding 
sentence, : the preceding sentence does not apply if it is ;shown that the taxpayer 
exercised due diligence in attempting to provide the information required.

In the case of a nonresident, part-year resident, or a person who has earned 
income not subject to tax under this chapter including earned income, excluded 
pursuant to section 290.01, subdivision. 19b, clause (11), .the credit determined under 
section 21 of the Internal Revenue Code must be allocated based.on the ratio by which 
the earned income of the claimant and the claimant’s spouse from Minnesota sources 
bears to the total earned income of the claimant and the claimant’s spouse.

[For text o f subds 2 to 4, see M.S.2002]
History:. !Sp2003 c 21 art 1 s 7

290.0671 MINNESOTA WORKING FAMILY CREDIT.
Subdivision 1. Credit allowed, (a) An individual is allowed a credit against the tax 

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

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

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the 
first $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 two or more qualifying children, the. credit equals ten 
percent of the first $9,720 of earned income and 20 percent of earned income over 
$14,860 but less than $16,800. The credit is reduced by 10.3 percent of earned income 
or modified adjusted gross income, whichever is greater, in excess of $17,890, but in no 
case is the credit less than zero.

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

(f) For a person who was a resident for the entire tax year and has earned income 
not subject to tax under this chapter, including income excluded under section 290.01, 
subdivision 19b, clause (11), 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), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $1,000 for married taxpayers filing joint returns..

(h) For tax years beginning; after December 3.1, 2004, and before December 31, 
2007, the $5,770 in paragraph, (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $2,000 for married taxpayers filing joint returns.

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

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

[For text o f subds la  arid 2, see M.S.2002]
Subd. 3. [Repealed, 2003 c 127 art 3 s 24]

[For text o f subds 4 to 7, see M.S.2002]
History: 2003 c 127 art 3 s 11; lSp2003 c 21 art 1 s 8

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

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

(1) fees or tuition for instruction by an instructor under section 120A.22, subdivi­
sion 10, clause (1), (2), (3), (4), or (5), or a member of the 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 areas or to expand knowledge and 
skills under the graduation rule under section 120B.02, paragraph (e), clauses (1) to
(7), (9), and (10), and that do not include the teaching of religious tenets, doctrines', or 
worship, the purpose of which is to instill such tenets, doctrines, or worship;

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

(3) a maximum expense of $200 per family for personal computer hardware, 
excluding single purpose processors, and educational software that assists a dependent 
to improve knowledge of core curriculum areas or to expand knowledge arid 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 transportation of a qualifying child attending an 
elementary or secondary school situated in Minnesota, North Dakota, South Dakota, 
Iowa, or Wisconsin, wherein a resident of this state may legally fulfill the state’s 
compulsory attendance laws, which is not operated for profit, and which adheres to the 
provisions of the Civil Rights Act of 1964 and chapter 363A.

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

[For text o f subds 2 to 5, see M.S.2002]

290.0675 MARRIAGE PENALTY CREDIT.
[For text o f subd 1, see M.S.2002]

Subd. 2. Credit allowed. A married couple filing a joint return is allowed a credit 
against the tax imposed under section 290.06.
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Subd. 3. Credit amount. The credit amount is the difference between the tax on 
the couple’s joint Minnesota taxable income under the rates and income levels in 
section 290.06, subdivision 2c, paragraph (a), as adjusted for the taxable year by section
290.06, subdivision 2d, and the sum of the tax under the rates and income levels of 
section 290.06, subdivision 2c, paragraph (b), as adjusted for the taxable year by section
290.06, subdivision 2d, on the earned income of the lesser-carning spouse, and the tax 
under the rates and income levels of section 290.06, subdivision 2c, paragraph (b), as 
adjusted for the taxable year by sectiori 290.06, subdivision 2d, on the couplc’s joint 
Minnesota taxable income, minus the earned, income of the lesser-earning spouse.

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

[For text o f subd 4, see M.S.2002]

Subd. 5. [Repealed, 2003 c 127 art 3 s 24]
History: 2003 c 127 art 3 s 12,13

290.0679 ASSIGNMENT OF REFUND.

[For text o f subd l,.see M.S.2002]

Subd. 2. Conditions for assignment. A  qualifying taxpayer may assign all or part of 
an anticipated refund for the current and future taxable years to a financial institution 
or a qualifying organization. A financial institution or qualifying organization accepting 
assignment must pay the amount secured by the assignment to a third-party vendor. 
The commissioner of education shall, upon request from a third-party vendor, certify 
that the vendor’s products and services qualify for the education credit. A denial of a 
certification is subject to the contested case procedure under chapter 14. A financial 
institution or qualifying organization that accepts assignments under this section must 
verify as part of the assignment documentation that the product or service to be 
provided by the third-party vendor has been certified by the commissioner of education 
as qualifying 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.

[For text of subds 3 to 9, see M.S.2002]

History: 2003 c 127 art 3 s 14; 2003 c 130 s 12

290.0802 SUBTRACTION FOR THE ELDERLY AND DISABLED.
Subdivision 1. Definitions. For purposes of this section, the following terms have 

the meanings given.
(a) “Adjusted gross income” means federal adjusted gross income as used in 

section 22(d) of the Internal Revenue Code for the taxable year, plus a lump sum 
distribution as defined in section 402(e)(3) of the Internal Revenue Code, and less any 
pension, annuity, or disability benefits included in federal gross income but not subject 
to state taxation other than the subtraction allowed under section 290.01, subdivision 
19b, clause (4).

(b) “Disability income” means disability income as defined in section 
22(c)(2)(B)(iii) of the Internal Revenue Code.

(c) “Nontaxable retirement and disability benefits” means the amount of pension, 
annuity, or disability benefits that would be included in the reduction under section 
22(c)(3) of the Internal Revenue Code and pension, annuity, or disability benefits 
included in federal gross income but not subject to state taxation.

(d) “Qualified individual” means a qualified individual as defined in section 22(b) 
of the Internal Revenue Code.
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Subd. 2. Subtraction, (a) A qualified individual is allowed a subtraction from 
federal taxable income of the individual’s subtraction base amount. The excess of the 
subtraction base amount over the taxable net income computed without regard to the 
subtraction for the elderly or disabled under section 290.01, subdivision 19b, clause (4), 
may be used to reduce the amount of a lump sum distribution subject to tax under 
section 290.032.

(b)(1) The initial subtraction base amount equals
(1) $12,000 for a married taxpayer filing a joint return if a spouse is a qualified 

individual,
(ii) $9,600 for a single taxpayer, and
(iii) $6,000 for a married taxpayer filing a separate federal return.
(2) The qualified individual’s initial subtraction base amount, then, must be 

reduced by the sum of nontaxable retirement and disability benefits and one-half of the 
amount of adjusted gross income in excess of the following thresholds:

(i) $18,000 for a married taxpayer filing a joint return if both spouses are qualified 
individuals,

(ii) $14,500 for a single taxpayer or for a married couple filing a joint return if only 
one spouse is a qualified individual, and

(iii) $9,000 for a married taxpayer filing a separate federal return.
(3) In the case of a qualified individual who is under the age of 65, the maximum 

amount of the subtraction base may not exceed the taxpayer’s disability income.
(4) The resulting amount is the subtraction base amount.

[For text o f subd 3, see M.S.2002]

History: 2003 c 2 art 1 s 31; 2003 c 127 art 3 s 15 

290.091 ALTERNATIVE MINIMUM TAX ON PREFERENCE ITEMS.

[For text of subd 1, see M.S.2002]

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

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

(1) the taxpayer’s federal alternative minimum taxable income as defined in 
section 55(b)(2) of the Internal Revenue Code;

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

(i) the charitable contribution deduction under section 170 of the Internal 
Revenue Code to the extent that the deduction exceeds 1.0 percent of adjusted gross 
income, as defined in section. 62 of the Internal Revenue Code;

(ii) the medical expense deduction;
(iii) the casualty, theft, and disaster loss deduction; and
(iv) the impairment-related work expenses of a disabled person;
(3) for depletion allowances computed under section 613A(c) of the Internal 

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

(4) to the extent not included in federal alternative minimum taxable income, the 
amount of the tax preference for intangible drilling cost under section 57(a)(2) of the 
Internal Revenue Code determined without regard to subparagraph (E);
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(5) to the extent not included in federal alternative minimum taxable income, the 
amount of interest income as provided by section 290.01, subdivision 19a, clause (1); 
and

(6) the amount of addition required by section 290.01, subdivision 19a, clause (7);
less the sum of the amounts determined under the following:
(1) interest income as defined in section 290.01, subdivision 19b, clause (1);
(2) an overpayment of state income tax as provided by section 290.01, subdivision 

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

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

(4) amounts subtracted from federal taxable income as; provided by section 290.01, 
subdivision 19b, clauses (10) and (11).

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

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

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

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

(e) “Net minimum tax” means the minimum tax imposed by this section.
[For text o f subds 3 to 6, see M.S.2002]

History: lSp2003 c 21 art 1 s 9; art 11 s 13

290.0921 CORPORATE ALTERNATIVE MINIMUM TAX AFTER 1989.
[For text o f subds 1 and 2, see M.S.2002]

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. Tlie following adjustments must be made.

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

For taxable years beginning after December 31, 2000, the amount of any remaining 
modification made under section 290.01, subdivision 19e, or 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.

(2) The portion of the depreciation deduction allowed for federal income tax 
purposes under section 168(k) of the Internal Revenue Code that is required as an 
addition under section 290:01, subdivision 19c, clause (16), is disallowed in determining 
alternative minimum taxable income.

(3) The subtraction for depreciation allowed under section 290.01, subdivision 19d, 
clause (19), is allowed as a depreciation deduction in determining alternative minimum 
taxable income.
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. (4) The alternative tax net operating loss deduction under sections 56(a)(4) and 
56(d) of the Internal Revenue Code does not apply.

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

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

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

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

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

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

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

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

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

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

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

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

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

[For text o f subds 3a to 8, see M.S.2002]

History: lSp2003 c 21 art 1 s 10; art 2 s  6

290.0922 MINIMUM FEE; CORPORATIONS; PARTNERSHIPS.

[For text o f subd 1, see M.S.2002]

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

(1) corporations exempt from tax under section 290.05;
(2) real estate investment trusts; .
(3) regulated investment companies or a fund thereof; and
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(4) entities having a valid election in effect under section 860D(b) of the Internal 
Revenue Code;

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

persons age 55 and over and are classified as homesteads under section 273.124, 
subdivision 3; and

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

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

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

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

, (c) “Minnesota payrolls” means total Minnesota payrolls as provided in section
290.191, subdivision 12, but does not include job opportunity building zone payrolls 
under section 469.310, subdivision 8, or biotechnology and health sciences industry 
zone payroll under section 469.330, subdivision 8. Taxpayers who do not utilize payrolls 
to apportion income shall nevertheless include Minnesota payrolls for purposes of this 
section. .

[For text o f subd 4, see M.S.2002]

History: lSp2003 c 21 art 1 s 11,12; art 2 s 7

290.431 NONGAME WILDLIFE CHECKOFF.
Every individual who files an income tax return or property tax refund claim form 

may designate on their original return that $1 or more shall be added to the tax or 
deducted from the refund that would otherwise be payable by or to that individual and 
paid into an account to be established for the management of nongame wildlife. The 
commissioner of revenue shall, on the income tax return and the property tax refund 
claim form, notify filers of their right to designate that a portion of their tax or refund 
shall be paid into the nongame wildlife management account. The sum of the amounts 
so designated to be paid shall be credited to the nongame wildlife management account 
for use by the nongame program of the section of wildlife in th e . Department of 
Natural Resources. All interest earned on money accrued, gifts to the program, 
contributions to the program, and reimbursements of expenditures in the nongame 
wildlife management account shall be credited to the account by the commissioner of 
finance, except that gifts or contributions received directly by the commissioner of 
natural resources and directed by the contributor for use in specific nongame field 
projects or geographic areas shall be handled according to section 84.085, subdivision 1. 
The commissioner of natural resources shall submit a work program for each fiscal year 
and semiannual progress reports to the Legislative Commission on Minnesota Re­
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sources in the form determined by the commission. None of the money provided in this 
section may be expended unless the commission has approved the work program.

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

Histoiy: 2003 c 112 art 2 s 50

290.432 CORPORATE NONGAME WILDLIFE CHECKOFF.
A corporation that files an income tax return may designate on its original return 

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

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

Histoiy: 2003 c 112 art 2 s 50

290.9727 TAX ON CERTAIN BUILT-IN GAINS.
[For text o f subds 1 to 2, see M.S.2002]

Subd. 3. Taxable net income. For purposes of this section, taxable net income 
means the lesser of:

(1) the recognized built-in gains of the S corporation for the taxable year, as 
determined under section 1374 of the Internal Revenue Code, subject to the modifica­
tions provided in section 290.01, subdivision 19f, that are allocable to this state under 
section 290.17, 290.191, or 290.20; or

(2) the amount of the S corporation’s federal taxable income, as determined under 
section 1374(d)(4) of the Internal Revenue Code, subject to the provisions of section
290.01, subdivisions 19c to 19f, that is allocable to this state under section 290.17,
290.191, or 290.20.

[For text o f subds 4 and 5, see M.S.2002]
History: 2003 c 2 art 1 s 32

290.9728 TAX ON CAPITAL GAINS.
[For text o f subd 1, see M.S.2002]

Subd. 2. Taxable income. For purposes of this section, taxable income means the 
lesser of:

MINNESOTA STATUTES 2003 SUPPLEMENT

Copyright © 2003 Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                



290.9728 INCOME AND FRANCHISE TAXES 98

(1) the amount of the net capital gain of the S corporation for the taxable year, as 
determined under sections 1222 and 1374 of the Internal Revenue Code, and subject to 
the modifications provided in section 290.01, subdivisions 19e and 19f, in excess of 
$25,000 that is allocable to this state under section 290.17, 290.191, or 290.20; or.

(2) the amount of the S corporation’s federal taxable income, subject to the 
provisions of section 290.01, subdivisions 19c to 19f, that is allocable to this state under 
section 290.17, 290.191, or 290.20.

History: 2003 c 2 art 1 s 33

290.9729 TAX ON PASSIVE INVESTMENT INCOME.

[For text o f subd 1, see M.S.2002]

Subd. 2. Taxable income. For the purposes of this section, taxable income means 
the lesser of:

(1) the amount of the S corporation’s excess net passive income, as determined 
under section 1375 of the Internal Revenue Code, subject to the provisions of section
290.01, subdivisions 19c to 19f, that is allocable to this state under section 290.17,
290.191, or 290.20; or

(2) the amount of the S corporation’s federal taxable income, as determined under 
section 1374(d)(4) of the Internal Revenue Code, subject to the provisions of section
290.01, subdivisions 19c to. 19f, that is allocable to this state under section 290.17,
290.191, or 290.20.

[For text o f subd 3, see M.S.2002]

History: 2003 c 2 art 1 s 34
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