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CRIMINAL PENALTIES

GENERAL PROVISIONS

289A.01 APPLICATION OF CHAPTER.

This chapter applies to laws administered by the commissioner under chapters 290,
290A, 291, and 297A, and sections 298.01 and 298.015.

History: 1990 ¢ 480 art 15 1; 1991 ¢ 291 art 115 1; 1997 c 31 art 15 2

289A.02 DEFINITIONS.

Subdivision 1. Applicability. Unless the context clearly requires otherwise, the
following terms used in this chapter have the following meanings.

Subd. 2. Commissioner. “Commissioner” means the commissioner of revenue of
the state of Minnesota or a person to whom the commissioner has delegated functions.

Subd. 3. Taxpayer. “Taxpayer” means a person subject to, or liable for, a state tax;
a person required to file a return with respcct to, or to pay, or withhold or collect and
remit, a state tax; or a person required to obtain a liccnse or a permit or to keep
records under a law imposing a state tax.

Subd. 4. Person. “Person” means an individual, partnership, corporation, associa-
tion, governmental unit or agency, or public or private organization of any kind, under
a duty to comply with state tax laws because of its character or position.

Subd. 5. Other words. Unless specifically defined in this chapter, or unless the
context clearly indicates otherwise, the words used in this chapter have the same
meanings as they are defined in chapters 290, 290A, 291, and 297A.

Subd. 6. Mining company. “Mining company” means a person engaged in the
business of mining or producing ores in Minnesota subject to the taxes imposed by
section 298.01 or 298.015.
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Subd. 7. Internal Revenue Code. Unless specifically defined otherwise, “Internal
Revenue Code” means the Internal Revenue Code of 1986, as amended through June
15, 2003.

Subd. 8. Electronic means. “Electronic means” refers to a method that is clectron-
ic, as defined in section 325L.02, paragraph (e), and that is prescribed by the
commissioner.

History: 1990 ¢ 480 art 1 s 2; 1991 ¢ 291 art 11 s 2; 1994 ¢ 587 art 1 s 3; 1995 ¢ 264
art 1s4; 1996 c 471 art 45 1; 1997 ¢ 231 art 65 1; 1998 ¢ 389 art 7 s 1; 1999 ¢ 243 art 3 s
1; 2000 ¢ 490 art 12 s 1; 1Sp2001 ¢ 5 art 10 s 1; art 17 s 7; 2002 ¢ 377 art 2 s 1; 2003 ¢
127 art 4s 1; 1Sp2003 ¢ 21 art 3 s 1

289A.07 ELECTRONICALLY FILED RETURNS; SIGNATURES.

For purposes of this chapter, the name of the taxpayer, the name of the taxpayer’s
authorized agent, or the taxpayer’s identification number, will constitute a signature
when transmitted as part of the return information on returns filed by electronic means
by the taxpayer or al the taxpayer’s direction. “Electronic means” includes, but is not
limited to, the use of a touch-tone telephone to transmit return information in a
mannecr prescribed by the commissioner.

History: 1993 ¢ 375 art 2s 2

FILING REQUIREMENTS

289A.08 FILING REQUIREMENTS FOR INDIVIDUAL INCOME, FIDUCIARY IN-
COME, CORPORATE FRANCHISE, MINING COMPANY, AND ENTERTAINMENT
TAXES.

Subdivision 1. Generally; individuals. (a) A taxpayer must file a return for each
taxable year the taxpayer is required to file a return under section 6012 of the Internal
Revenue Code, except that an individual who is not a Minnesota resident for any part
of the year is not required to file a Minnesota income tax return if the individual’s
gross income derived from Minnesota sources as determined under sections 290.081,
paragraph (a), and 290.17, is less than the filing requirements for a single individual
who is a full year resident of Minnesota.

(b) The decedent’s final income tax return, and other income tax returns for prior
years where the decedent had gross income in excess of the minimum amount at which
an individual is required to file and did not file, must be filed by the decedent’s
personal representative, if any. If there is no personal representative, the rcturn or
returns must be filed by the transferees, as defined in section 289A.38, subdivision 13,
who receive property of the decedent.

(c) The term “gross income,” as it is used in this section, has the same meaning
given it in section 290.01, subdivision 20.

Subd. 2. Returns filed by fiduciaries. (a) The trustee or other fiduciary of property
held in trust must file a return with respect to the taxable net income of the trust or
estate if it excceds an amount determined by the commissioner and if the trust belongs
to the class of taxable persons.

(b) The receivers, trustees in bankruptcy, or assignees operating the business or
property of a taxpayer must file a return with respect to the taxable net income of the
taxpayer if a return is required.

Subd. 3. Cerporations. A corporation that is subject to the state’s jurisdiction to
tax under section 290.014, subdivision 5, must file a return, except that a foreign
operating corporation as defined in section 290.01, subdivision 6b, is not required to
file a return. The commissioner shall adopt rules for the filing of one return on behalf
of the members of an affiliated group of corporations that are required to file a
combined report. All members of an affiliated group that are required to file a
combined report must file one return on behalf of the members of the group under
rules adopted by the commissioner.
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Subd. 4. Exempt organizations; unrelated business income. An exempt organiza-
tion that is subject to tax on unrelated business income under section 290.05,
subdivision 3, must file a return for each taxable year in which the organization is
required to file a return under section 6012 of the Internal Revenue Code because of
the receipt of unrelated business income. If an organization is required to file a return
under federal law but has no federal tax liability for the taxable year, the commissioner
may provide that the filing requirement under this paragraph is satisfied by filing a
copy of the taxpayer’s federal return.

Subd. 5. Annual return; exceptions. A return under this section must cover a
12-month period, except in the following cascs:

(1) A return made by or for a taxpayer in existence for less than the whole of a
taxable year must cover the part of the taxable year the taxpayer was in existence;

(2) A taxpayer who, in keeping books, regularly computes income on the basis of
an annual period that varies from 52 to 53 wecks and ends always on the same day of
the week, and ends always (i) on the date that day of the week last occurs in a calendar
month or (ii) on the date that day of the week falls that is nearest to the last day of a
calendar month, may compute the taxpayer’s net income and taxable net income on the
basis of that annual period in accordance with rules prescribed by the commissioner. If
the effective date or the applicability of a provision of this chapter or chapter 290 is
expressed in terms of taxable years beginning or ending with reference to a named date
that is the first or last day of a month, a taxable year must be trcated as beginning with
the first day of the calendar month beginning nearest to the first day of that taxable
year, or as ending with the last day of the calendar month ending nearest to the last day
of that taxable year, as the case may be;

(3) A taxpayer who changes from one taxable year to another must make a return
for the fractional parts of the year, under section 290.32.

Subd. 6. Returns of married persons. A husband and wife must file a joint
Minnesota income tax return if they filed a joint federal income tax return. If the
husband and wife have elected to file separate federal income tax returns, they must
file separate Minnesota income tax returns. This election to file a joint or separate
return must be changed if they change their election for federal purposes. In the event
taxpayers desire to change their election, the change must be done in the manner and
on the form prescribed by the commissioner.

The determination of whether an individual is married shall be made under the
provisions of section 7703 of the Internal Revenue Code.

Subd. 7. Composite income tax returns for nonresident partners, shareholders,
and beneficiaries. (a) The commissioncr may allow a partncrship with nonresident
partners 1o filc a composite return and to pay the tax on behalf of nonresident partners
who have no-other Minnesota source income. This composite return must include the
names, addresses, Social Security numberis, income allocation, and tax liability for the
nonresident partners electing to be covered by the composite return.

(b) The computation of a partner’s tax liability must be determined by multiplying
the income allocated to that partner by the highest rate used to determine the tax
liability for individuals under section 290.06; subdivision 2c. Nonbusiness deductions,
standard dcductions, or personal exemptions are not allowed.

(c) The partnership must submit a request to usc this composite return filing
method for nonresident partners. The requesting partnership must file a composite
return in the form prescribed by the commissioner of revenue. The filing of a
composite réturn is considered a request to use the composite return filing method.

(d) The electing partner must not have any Minnesota source income other than
the income from the partnership and other electing partnerships. If it is determined
that the electing partner has other Minnesota source income, the inclusion of the
income and tax liability for that partner under this provision will not constitute a return
to satisfy the requircments of subdivision 1. The tax paid for the individual as part of
the composite return is allowed as a payment of the tax by the individual on the datc
on which the composite return payment was made. If the electing nonresident partner
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has no other Minnesota source income, filing of the composite return is a return for
purposes of subdivision 1.

(e) This subdivision does not negate the requirement that an individual pay
estimated tax if the individual’s liability would exceed the requirements set forth in
section 289A.25. A composite estimate may, however, be filed in a manner similar to
and containing the information required under paragraph (a).

(f) If an electing partner’s share of the partnership’s gross income from Minnesota
sources is less than the filing requirements for a nonresident under this subdivision, the
tax liability is zero. However, a statement showing the partner’s share of gross income
must be included as part of the composite return.

(g) The election provided in this subdivision is not available to any partner other
than a full-year nonresident individual who has no other Minnesota source income.

(h) A corporation defined in section 290.9725 and its nonresident shareholders
may make an election under this paragraph. The provisions covering the partnership
apply to the corporation and the provisions applying to the partner apply to the
shareholder.

(i) Estates and trusts distributing current income only and the nonresident
individual beneficiaries of the estates or trusts may make an election under this
paragraph. The provisions covering the partnership apply to the estate or trust. The
provisions applying to the partner apply to the beneficiary.

Subd. 8. Returns of entertainment entities. An entertainment entity subject to the
tax imposed by section 290.9201 shall file an annual return for the calendar year with
the commissioncr.

Subd. 9. [Repealed, 1993 ¢ 375 art 2 s 36]

Subd. 10. Filing of proper return. The return must specifically set forth the items
of gross income, deductions, credits against the tax, and any other data necessary for
computing the amount of any item required for determining the amount of the net
income tax liability. The return must be filed in the form and manner the commissioner
prescribes. The filing of a return required under this section is considered an
assessment. The return must be signed by the taxpayer in the case of an individual’s
return, by both spouses in the case of a joint return, by someone designated by the
corporation, partnership, entertainment entity, or mining company in the case of a
corporate, composite income, entertainment, or occupation tax return, and by the
trustee, receiver, or other fiduciary in the case of a fiduciary’s return.

Subd. 11. Information included in income tax return. The return must state the
name of the taxpayer, or taxpayers, if the return is a joint return, and the address of the
taxpayer in the same name or names and same address as the taxpayer has used in
making the taxpayer’s income tax return to the United States, and must state the Social
Security number of the taxpayer, or taxpayers, if a Social Security number has been
issued by the United States with respect to the taxpayers, and must state the amount of
the taxable income of the taxpayer as it appears on the federal return for the taxable
year to which the Minnesota state return applies. The taxpayer must attach to the
taxpayer’s Minnesota state income tax return a copy of the federal income tax return
that the taxpayer has filed or is about to file for the period, unless the taxpayer is
eligible to telcfile the federal return and does file the Minnesota return by telefiling.

Subd. 12. [Repealed, 1993 ¢ 375 art 2 s 36]

Subd. 13. Long and short forms. The commissioner shall provide a long form
individual income tax return and may provide a short form individual income tax
return. The returns shall be in a form that is consistent with the provisions of chapter
290, notwithstanding any other law to the contrary. The nongame wildlife checkoff
provided in section 290.431 and the dependent care credit provided in section 290.067
must be included on the short form.

Subd. 14. Voter registration form. The commissioner shall insert securely in the
individual income tax return form or instruction booklet distributed for an odd-
numbered year a voter registration form, returnable to the secretary of state. The form
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shall be designed according to rules adopted by the secretary of state. This requirement
applies to forms and booklets supplied to post offices, banks, and other outlets, as well
as to those mailed directly to taxpayers.

Subd. 15. Mining companies. A mining company must file an annual return.

Subd. 16. Tax refund or return preparers; electronic filing; paper filing fee
imposed. (a) A “tax rcfund or return preparer,” as defined in section 289A.60,
subdivision 13, paragraph (g), who prepared more than 500 Minnesota individual
income tax returns for the prior calendar year must file all Minnesota individual
income tax returns prepared for the current calendar year by electronic means.

(b) For tax returns prepared for the tax year beginning in 2001, the “500” in
paragraph (a) is reduced to 250.

(c) For tax returns prepared for tax years beginning after December 31, 2001, the
“500” in paragraph (a) is reduced to 100.

(d) Paragraph (a) does not apply to a return if the taxpayer has indicated on the
return that the taxpayer did not want the return filed by electronic meauns.

(e) For each return that is not filed electronically by a tax refund or return
preparer under this subdivision, including returns filed under paragraph (d), a paper
filing fec of $5 is imposed upon the preparer. The fee is collected from the preparer in
the same manner as income tax. The fee does not apply to returns that the commission-
cr requires to be filed in paper form.

History: 1990 ¢ 480 art 1 s 3,46; art 55 4,5; 1990 ¢ 604 art 10 s 23; 1991 ¢ 291 art 6 s
46; art 115 3; 1992 ¢ 511 art 65 19, 1993 ¢ 375 art 25 3-5; art 8 s 14; 1994 ¢ 416 art 2 s
1, 1994 ¢ 587 art 1 s 24; 1997 ¢ 31 art 1 s 3; 1997 ¢ 84 art 25 1; 2000 ¢ 490 art 4 s 1;
1Sp2003 ¢ 1 art 25 81; 1Sp2003 ¢ 21 art 11 s 12 :

289A.09 FILING REQUIREMENTS FOR TAXES WITHHELD FROM WAGES,
FROM COMPENSATION OF ENTERTAINERS, AND FROM PAYMENTS TO OUT-
OF-STATE CONTRACTORS; AND TAXES WITHHELD BY PARTNERSHIPS AND
SMALL BUSINESS CORPORATIONS.

Subdivision 1. Returns. (a) An employer who is required to deduct and withhold
tax under section 290.92, subdivision 2a or 3, and a person required to deduct and
withhold tax under section 290.923, subdivision 2, must file a return with the commis-
sioner for each quarterly period unless otherwise prescribed by the commissioner.

(b) A person or corporation required to make deposits under section 290.9201,
subdivision 8, must file an entertainer withholding tax return with the commissioner.

(c) A person required to withhold an amount under section 290.9705, subdivision
1, must file a rcturn.

(d) A partnership required to deduct and withhold tax under section 290.92,
subdivision 4b, must file a return.

(e) An S corporation required to deduct and withhold tax under section 290.92,
subdivision 4c, must also file a return.

(f) Returns must be filed in the form and manner, and contain the information
prescribed by the commissioner. Every return for taxes withheld must be signed by the
employcr, entertainment entity, contract payor, partnership, or S corporation, or a
designee.

Subd. 2. Withholding statement to employee or payee and to commissioner. (a) A
person required to deduct and withhold from an employee a tax under section 290.92,
subdivision 2a or 3, or 290.923, subdivision 2, or who would have been required to
deduct and withhold a tax under section 290.92, subdivision 2a or 3, or persons
required to withhold tax under section 290.923, subdivision 2, determined without
regard to section 290.92, subdivision 19, if the employee or payee had claimed no more
than one withholding exemption, or who paid wages or made payments not subject to
withholding under section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, to an
employee or person receiving royalty payments in excess of $600, or who has entered
into a voluntary withholding agreement with a payee under section 290.92, subdivision
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20, must give every employee or person receiving royalty payments in respect to thc
remuneration paid by the person to the employee or person receiving royalty payments
during the calendar year, on or before January 31 of the succeeding year, or, if
employment is terminated before the close of the calendar year, within 30 days after
the date of receipt of a written request from the employee if the 30-day period ends
before January 31, a written statement showing the following:

(1) name of the person;

(2) the name of the employee or payce and the employee’s or payee’s Social
Security account number;

(3) the total amount of wages as that term is defined in section 290.92, subdivision
1, paragraph (1); the total amount of remuneration subject to withholding under
section 290.92, subdivision 20; the amount of sick pay as required under section 6051(f)
of the Internal Revenue Code; and the amount of royalties subject to withholding
under section 290.923, subdivision 2; and

(4) the total amount deducted and withheld as tax under section 290.92, subdivi-
sion 2a or 3, or 290.923, subdivision 2.

(b) The statement required to be furnished by this paragraph with respect to any
remuncration must be furnished at those times, must contain the information required,
and must be in the form the commissioner prescribes.

(c) The commissioner may prescribe rules providing for reasonable extensions of
time, not in excess of 30 days, to employers or payers required to give the statements to
their employees or payees under this subdivision.

(d) A duplicate of any statement made under this subdivision and in accordance
with rules prescribed by the commissioner, along with a reconciliation in the form the
commissioner prescribes of the statements for the calendar year, including a reconcilia-
tion of the quarterly returns required to be filed under subdivision 1, must be filed with
the commissioner on or before February 28 of the year after the payments were made.

(e) If an employer cancels the employer’s Minnesota withholding account number
required by section 290.92, subdivision 24, the information required by paragraph (d),
must be filed with the commissioner within 30 days of the end of the quarter in which
the employer cancels its account number.

(f) The employer must submit the statements required to be sent to the commis-
sioner on magnetic media, if the magnetic media was rcquired to satisty the federal
reporting requircments of section 6011(e) of the Internal Revenue Code and the
regulations issucd under it.

(g) A “third-party bulk filer” as defined in section 290.92, subdivision 30, para-
graph (a), clause (2), must submit the returns required by this subdivision and
subdivision 1, paragraph-(a), with the commissioner by electronic means.

Subd. 3. Federal annuities; tax withholding request. The commissioner of revenue
shall participate with the United States Office of Personnel Management in a program
of voluntary state income tax withholding on the federal annuities of retired federal
employees. Upon the request of the taxpayer to the commissioner of revenue, and only
on request of the taxpayer, the commissioner shall provide for statc income tax
withholding on federal annuities paid to the taxpayer.

 History: 1990 ¢ 480 art 1 s 4, 1991 ¢ 291 art 6 s 46; 1992 ¢ 511 art 6 5 19; 1993 ¢ 375
art 25 6; art 8 s 1,14; 1994 ¢ 587 art 1 s 24; 1997 ¢ 31 art 1 s 4; 1997 ¢ 84 art 6 s 19; 1998
c300art1sl

289A.10 FILING REQUIREMENTS FOR ESTATE TAX RETURNS.

Subdivision 1. Return required. In the case of a decedent who has an interest in
property with a situs in Minnesota, the personal represcntative must submit a Minneso-
ta estate tax return to the commissioner, on a form prescribed by the commissioner, if:

(1) a federal estate tax return is required to be filed; or

(2) the federal gross estate exceeds $700,000 for estates of decedents dying after
December 31, 2001, and before Januvary 1, 2004; $850,000 for estates of decedents
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dying after December 31, 2003, and before January 1, 2005; $950,000 for estates of
decedents dying after Deccmber 31, 2004, and before January 1, 2006; and $1,000,000
for estates of decedents dying after December 31, 2005.

The return must contain a computation of the Minnesota estate tax due. The
return must be signed by the personal representative.

Subd. 2. Documents required. The commissioner may designate on the return the
documents that are required to be filed together with the return to determine the
computation of tax.

Subd. 3. Definitions. For purposes of this section, the definitions contained in
section 291.005 apply.

History: 1990 ¢ 480 art 15 5; 1997 ¢ 31 art 1 s 5; 2002 ¢ 377 art 12 5 10; 2003 ¢ 127
art 3s 1

289A.11 FILING REQUIREMENTS FOR SALES AND USE TAX RETURNS.

Subdivision 1. Return required. Except as provided in section 289A.18, subdivision
4, for the month in which taxes imposed by chapter 297A are payable, or for which a
return is due, a return for the preceding reporting period must be filed with the
commissioner in the form and manner the commissioner prescribes. A person making
sales at retail at two or more places of business may file a consolidated return subject
to rules prescribed by the commissioner. In computing the dollar amount of items on
the return, the amounts are rounded off to the nearest whole dollar, disregarding
amounts less than 50 cents and increasing amounts of 50 cents to 99 cents to the next
highest dollar.

Notwithstanding this subdivision, a person who is not required to hold a sales tax
permit under chapter 297A and who makes annual purchases of less than $18,500 that
are subject to the use tax imposed by section 297A.63, may file an annual use tax return
on a form prescribed by the commissioner. If a person who qualifies for an annual use
tax reporting period is required to obtain a sales tax permit or makes use tax purchases
in excess of $18,500 during the calendar year, the reporting period must be considered
ended at the end of the month in which the permit is applied for or the purchase in
excess of $18,500 is made and a return must be filed for the preceding reporting period.

Subd. 2. Liquor sales. A person required to collect the tax imposed by section
297A.62, subdivision 2, on sales of intoxicating liquor and 3.2 percent malt liquor, shall
report the total sales tax liability, including the sales tax on items other than
intoxicating liquor and 3.2 percent malt liquor, on a distinct sales tax return prescribed
by the commissioner.

Subd. 3. Who must file return. For purposes of the sales tax, a return must be filed
by a retailer who is required to hold a permit. For the purposes of the use tax, a return
must be filed by a retailer required to collect the tax and by a person buying any items,
the storage, use or other consumption of which is subject to the use tax, who has not
paid the use tax to a retailer required to collect the tax. The returns must be signed by
the person filing the return or by the person’s agent duly authorized in writing.

History: 1990 c 480 art 1 5 6; 1991 ¢ 249 s 31; 1991 ¢ 291 art 8 s 3, 1992 ¢ 511 art 8
§2,1993¢c375art 25 7,8, 1994 ¢ 587 art 25 1; 1997 ¢ 31 art 25 4; 2000 ¢ 418 art 1 s 44

289A.12 FILING REQUIREMENTS FOR INFORMATION RETURNS AND RE-
PORTS.

Subdivision 1. [Repealed, 1992 ¢ 511 art 7 s 26]

Subd. 2. Returns required of banks; commen trust funds. The commissioner may
by notice and demand require a bank maintaining a common trust fund to file with the
commissioner a return for a taxable year, stating specifically with respect to the fund,
the items of gross income and deductions provided by scction 290.281, subdivision 1.
The return must include the names and addresses of the participants entitled to share
the net income if distributed and the amount of the proportionate share of each
participant.
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Subd. 3. Returns or reports by partnerships, fiduciaries, and S corporations. (a)
Partnerships must file a return with the commissioner for each taxable year. The return
must conform to the requirements of section 290.311, and must include the namcs and
addresses of the partners entitled to a distributive share in their taxable net income,
gain, loss, or credit, and the amount of the distributive share to which each is entitled.
A partnership required to file a return for a partnership taxable year must furnish a
copy of the information required to be shown on the return to a person who is a
partner at any time during the taxable year, on or before the day on which the return
for the taxable year was filed.

(b) The fiduciary of an estate or trust making the return required to be filed under
section 289A.08, subdivision 2, for a taxable year must give a beneficiary who receives a
distribution from the estate or trust with respect to the taxable year or to whom any
item with respect to the taxable year is allocated, a statement containing the informa-
tion required to be shown on the return, on or before the date on which the return was
filed.

(c) An S corporation must-file a return with the commissioner for a taxable year
during which an election under section 290.9725 is in effect, stating specifically the
names and addresses of the persons owning stock in the corporation at any time during
the taxable year, the number of shares of stock owned by a sharcholder at all times
during the taxable year, the shareholder’s pro rata share of each item of the
corporation for the taxable ycar, and other information the commissioner requires. An
S corporation required to file a return under this paragraph for any taxable year must
furnish a copy of the information shown on the return to the person who is a
shareholder at any time during the. taxable year, on or before the day on which the
return for the taxable year was filed.

(d) The partnership or S corporation return must be signed by someone designat-
ed by the partnership or S corporation.

Subd. 4. Returns by persons, corporations, cooperatives, governmental entities, or
school districts. The commissioner may by notice and demand require to the extent
required by section- 6041 of the Internal Revenue Code, a person, corporation, or
cooperative, the state of Minnesota and its political subdivisions, and a city, county, and
school district in Minnesota, making payments in the regular course of a trade or
business during the taxable year to any person or corporation of $600 or more on
account of rents or royalties, or of $10 or more on account of interest, or $10 or more
on account of dividends or patronage dividends, or $600 or more on account of either
wages, salaries, commissions, fees, prizes, awards, pensions, annuities, or any other
fixed or determinable gains, profits or income, not otherwise reportable under section
289A.09, subdivision 2, or on account of earnings of $10 or more distributed to its
members by savings associations or credit unions chartered under the laws of this state
or the United States, (1) to file with the commissioner a return (except in cases where a
valid agrecment to participate in the combined federal and state information reporting
system has been entered into, and the return is filed only with the commissioner of
internal revenuc under the applicable filing and informational reporting requirements
of the Internal Revenue Code) with respect to the payments in excess of the amounts
named, giving the names and addresses of the persons to whom the payments were
made, the amounts paid to each, and (2) to make a return with respect to the total
number of payments and total amount of payments, for each category of income
named, which were in excess of the amounts named. This subdivision does not apply to
the payment of interest or dividends to a person who was a nonresident of Minnesota
for the entire year.

A person, corporation, or cooperative required to file returns under this subdivi-
sion must file the returns on magnetic media if magnetic media was used to satisty the
federal reporting requirement under section 6011(c) of the Internal Revenue Code,
unless the person establishes to the satisfaction of the commissioner that compliance
with this requirement would be an undue hardship.
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Subd. 5. Returns by brokers. The commissioner may, within 30 days after notice
and demand, require a person doing business as a broker to give the commissioner the
names and addresses of customers for whom they have transacted business, and the
details regarding gross proceeds and other information concerning the transactions as
will enable the commissioner to determine whether the income tax due on profits or
gains of those customers has been paid. The provisions of section 6045 of the Internal
Revenue Code which define terms and require that a statement be furnished to the
customer apply.

Subd. 6. Returns by agents. Thc commissioner may, within 30 days after notice and
demand, require a person acting as agent for another to make a return furnishing the
information reasonably neccssary to properly assess and collect the tax imposed by
chapter 290 upon the person for whom the agent acts.

Subd. 7. Returns for real property holdings of aliens. The commissioner may by
notice and demand require a person or corporation required to make a return under
section 6039C (relating to information return on a forcign person holding a United
States rcal property interest) of the Internal Revenue Code to make a similar return
for the commissioner for foreign persons holding a Minnesota real property interest.

Subd. 8. Returns for unemployment benefits. The commissioncr may by notice and
demand require a person who makes payments of unemployment benefits totaling $10
or more to any individual during a calendar year and who is required to make and file
a return under section 6050B of the Internal Revenue Code to file a copy of the return
with the commissioner.

Subd. 9. Returns for payments of remuneration for services and direct sales. The
commissioner may by notice and demand require a person who is required to make a
return under section 6041A (relating to information returns regarding payments of
remuneration for scrvices and direct sales) of the Internal Revenue Code to filc a copy
of the return containing the information required under that section with the commis-
sioner. The provisions of that section govern the requirements of a statement that must
be given to persons with respect to whom information is required to be given.

Subd. 10. Returns relating to Social Security benefits. The commissioner may by
notice and demand requirc the appropriate federal official who is required to make a
return under section 6050F (relating to Social Security benefits) of the Internal
Revenue Code to file a copy of the return containing the information required under
that section with the commissioner.

Subd. 11. Returns by trustees. The commissioner may by notice and demand
require the trustee of an individual retirement account and the issuer of an endowment
contract or an individual retirement annuity who is required to makec a report under
scction 408(i) of the Internal Revenue Code to file with the commissioner a copy of
that report containing the information required under that subsection. The provisions
of that subsection govern when the reports are to be filed and the requirements of a
statemcnt that must be given to persons with respect to whom information must be
given.

Subd. 12. Statements to payees. A person who can be required to file a return with
the commissioner under subdivisions 4 to 10 must furnish to a person whose name is
set forth in the return a written statement showing the name and address of the person
making the return, and the aggregate amount of payments to the person shown on the
return.

This written statement must be given to the person on or before January 31 of the
year following the calendar year for which the return was made.

Subd. 13. Supplying of Social Security number. An individual with respect to
whom a return, statement, or other document is required under this section to be made
by another person must furnish to that person the individual’s Social Security account
number. A person required under this section to make a return, statement, or other
document with respect to another person who is an individual must request from that
individual and must include in the return, statement, or other document the individual’s
Social Security account number. A return of an estate or trust with respect to its
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liability for tax, and any statement or other document in its support, is considered a
return, statement, or other document with respect to the individual beneficiary of the
estate or trust; otherwise, a return of an individual with respect to the individual’s
liability for tax, or any statement or other document in its support, is not considered a
return, statement, or other document with respect to another person.

Subd. 14. Regulated investment companies; reporting exempt-interest dividends.
(a) a regulated investment company paying $10 or more in exempt-interest dividends to
an individual who is a resident of Minnecsota must make a return indicating the amount
of the exempt-interest dividends, the name, address, and Social Security number of the
recipient, and any other information that the commissioner specifies. The return must
be provided to the shareholder no later than 30 days after the close of the taxable year.
The return provided to the shareholder must include a clear statement, in the form
prescribed by the commissioner, that the exempt-interest dividends must be included in
the computation of Minnesota taxable income. The commissioner may by notice and
demand require the regulated investment company to file a copy of the return with the
comumissioner.

(b) This subdivision applies to regulated investment companies required to rcgister
under chapter 80A.

(c) For purposes of this subdivision, the following definitions apply.

(1) “Exempt-interest dividends” mean exempt-interest dividends as defined in
section 852(b)(5) of the Internal Revenue Code, but does not include the portion of
exempt-interest dividends that are not required to be added to federal taxable income
under section 290.01, subdivision 19a, clause (1)(ii).

(2) “Regulated investment company” mecans regulated investment company as
defined in section 851(a) of the Internal Revenue Code or a fund of the regulated
investment company as defined in section 851(g) of the Internal Revenue Code.

History: 1990 ¢ 480 art 1 s 7; 1991 ¢ 291 art 6 s 7,46; 1992 ¢ 511 art 6 5 19; 1993 ¢
375art 25 9-18; art 8 s 14; 1994 ¢ 488 s 8; 1994 ¢ 587 art 1 s 24; 1995 ¢ 202 art 1 s 25;
1998 ¢ 389 art 7 s 12; 1999 ¢ 107 s 66; 2000 ¢ 343 s 4; 1Sp2001 ¢ 5 art 7 s 32

289A.13 RETURNS; WHERE FILED.

Returns required to be filed under this chapter must be filed at the commissioner’s
office in St. Paul, or such other place as the commissioner may designate.

History: 1993 ¢ 375art 25 19

DUE DATES AND FILING EXTENSIONS

289A.18 DUE DATES FOR FILING OF RETURNS.

Subdivision 1. Individual income, fiduciary income, corperate franchise, and
entertainment taxes; partnership and S corporation returns; information returns;
mining company returns. The returns required to be made under sections 289A.08 and
289A.12 must be filed at the following times:

(1) returns made on the basis of the calendar year must be filed on April 15
following the close of the calendar year, except that rcturns of corporations must be
filed on March 15 following the close of the calendar year;

(2) returns made on the basis of the fiscal year must be filed on the 15th day of the
fourth month following the close of the fiscal year, except that returns of corporations
must be filed on the 15th day of the third month following the close of the fiscal year;

(3) returns for a fractional part of a year must be filed on the 15th day of the
fourth month following the end of the month in which falls the last day of the period
for which the return is made, except that the returns of corporations must be filed on
the 15th day of the third month following the end of the month in which falls the last
day of the period for which the return is made;

(4) in the case of a final return of a decedent for a fractional part of a year, the
return must be filed on the 15th day of the fourth month following the close of the
12-month period that began with the first day of that fractional part of a year;
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(5) in the case of the return of a cooperative association, returns must be filed on
or before the 15th day of the ninth month following the close of the taxable year;

(6) if a corporation has been divested from a unitary group and files a return for a
fractional part of a year in which it was a member of a unitary business that files a
combined report under section 290.34, subdivision 2, the divested corporation’s return
must be filed on the 15th day of the third month following the close of the common
accounting period that includes the fractional year;

(7) returns of entertainment entities must be filed on April 15 following the close
of the calendar year;

(8) returns required to be filed under section 289A.08, subdivision 4, must be filed
on the 15th day of the fifth month following the close of the taxable year;

(9) returns of mining companies must be filed on May 1 following the closc of the
calendar year; and

(10) returns required to be filed with the commissioner under section 289A.12,
subdivision 2, 4 to 10, or 14, must be filed within 30 days after being demanded by the
commissioner.

Subd. 2. Withholding returns, entertainer withholding returns, returns for with-
holding from payments to out-of-state contractors, and withholding retorns from
partnerships and S corporations. Withholding returns for the first, second, and third
quarters are due on or before the last day of the month following the close of the
quarterly period. However, if the return shows timely deposits in full payment of the
taxes due for that period, the returns for the first, second, and third quarters may be
filed on or before the tenth day of the second calendar month following the period.
The return for the fourth quarter must be filed on or before the 28th day of the second
calendar month following the period. An employer, in preparing a quarterly return,
may take credit for deposits previously made for that quarter. Entertainer withholding
tax returns are due within 30 days after each performance. Returns for withholding
from payments to out-of-state contractors are duc within 30 days after the payment to
the contractor. Returns for withholding by partnerships are duc on or before the due
date specified for filing partnership returns. Returns for withholding by S corporations
are due on or before the due date specified for filing corporate franchise tax returns.

Subd. 3. Estate tax returns. An estate tax return must be filed with the commis-
sioner within nine months after the decedent’s death.

Subd. 4. Sales and use tax returns. (a) Sales and use tax rcturns must be filed on
or before the 20th day of the month following the close of the preceding reporting
period, except that annual use tax returns provided for under section 289A.11,
subdivision 1, must be filed by April 15 following the close of the calendar year, in the
case of individuals. Annual use tax returns of businesses, including sole proprictorships,
and annual sales tax returns must be filed by February 5 following the close of the
calendar year.

(b) Returns for the June reporting period filed by retailers required to remit their
June liability under section 289A.20, subdivision 4, paragraph (b), are due on or before
August 20.

(c) If a retailer has an average sales and usc tax liability, including local sales and
use taxes administered by the commissioner, equal to or less than $500 per month in
any quarter of a calendar year, and has substantially complied with the tax laws during
the preceding four calendar quarters, the retailer may request authorization to file and
pay the taxes quarterly in subsequent calendar quarters. The authorization remains in
effect during the period in which the retailer’s quarterly returns reflect sales and use
tax liabilities of less than $1,500 and there is continued compliance with state tax laws.

(d) If a retailer has an average sales and use tax liability, including local sales and
use taxes administered by the commissioner, equal to or less than $100 per month
during a calendar year, and has substantially ‘complied with the tax laws during that
period, the rctailer may request authorization to file and pay the taxes annually in
subscquent years. The authorization remains in effect during the period in which the
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retailer’s annual returns reflect sales and use tax liabilities of less than $1,200 and there
is continued compliance with state tax laws.

(e) The commissioner may also grant quarterly or annual filing and payment
authorizations to retailers if the commissioner concludes that the retailers’ future tax
liabilities will be less than the monthly totals identified in paragraphs (c) and (d). An
authorization granted under this paragraph is subject to the same conditions as an
authorization granted under paragraphs (c) and (d).

(f) A taxpayer who is a materials supplier may report gross receipts either on:
(1) the cash basis as the consideration is received; or
(2) the accrual basis as sales are made.

As used in this paragraph, “materials supplier” means a person who provides materials
for the improvement of real property; who is primarily engaged in the sale of lumber
and buijlding matcrials-related products to owners, contractors, subcontractors, repair-
ers, or consumers; who is authorized to file a mechanics lien upon real property and
improvements under chapter 514; and who files with the commissioner an election to
file sales and use tax returns on the basis of this paragraph.

(g) Notwithstanding paragraphs (a) to (f), a seller that is not a Model 1, 2, or 3
scller, as those terms are used in the Streamlined Sales and Use Tax Agreement, that
does not have a legal requirement to register in Minnesota, and that is registered under
the agrcement, must file a return by February 5 following the close of the calendar year
in which the seller initially registers, and must file subsequent returns on February 5 on
an annual basis in succeeding years. Additionally, a return must be submitted on or
before the 20th day of the month following any month by which sellers have
accumulated state and local tax funds for the state in the amount of $1,000 or more.

Subd. 5. Property tax refund claims. A claim for a refund based on property taxes
payable must be filed with the commissioner on or before August 15 of the year in
which the property taxes are due and payable. Any claim for refund based on rent paid
must be filed on or before August 15 of the year following the year in which the rent
was paid.

History: 1990 c 480 art 1 s 8; 1991 ¢ 291 art 6 s 8; art 7s 1y art 8s 4, art 11 5 4; 1992
c511 art 85 3; 1993 ¢ 375 art 25 20.21; art 10 s 13; 1994 ¢ 510 art 3 5 7; 1995 ¢ 264 art
10s1;art 175 1;, 1997 ¢ 31 art 15 6;, 1999 ¢ 243 art 4 s 1; 2001 ¢ 7 s 56; 15p2001 ¢ 5 art
175 8; 2003 c 127 art 15 3

289A.19 EXTENSIONS FOR FILING RETURNS.

Subdivision 1. Fiduciary income, entertainment tax, and information returns.
When, in the commissioner’s judgment, good cause exists, the commissioner may
extend the time for filing entertainment tax returns for not more than six months. The
commissioner shall grant an automatic extension of six months to file a partnership, “S”
corporation, or fiduciary income tax return if all of the taxes imposed on the entity for
the year by chapter 290 and section 289A.08, subdivision 7, have been paid by the date
prescribed by scction 289A.18, subdivision 1.

Subd. 2. Corporate franchise and mining company taxes. Corporations or mining
companies shall receive an extension of seven months for filing the return of a
carporation subjcct to tax under chapter 290 or for filing the return of a mining
company subject to tax under sections 298.01 and 298.015. Interest on any balance of
tax not paid when the regularly required return is due must be paid at the rate
specified in section 270.75, from the date such payment should have becen made if no
extension was granted, until the date of payment of such tax.

If a corporation or mining company does not:

(1) pay at least 90 percent of the amount of tax shown on the return on or before
the regular duc date of the return, the penalty prescribed by section 289A.60,
subdivision 1, shall be imposcd on the unpaid balance of tax; or

(2) pay the balance due shown on the regularly required return on or before the
extended due date of the return, the penalty prescribed by section 289A.60, subdivision
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1, shall be imposed on the unpaid balance of tax from the original due date of the
return.

Subd. 3. Withholding returns. The commissioner shall grant an automatic exten-
sion of 60 days to file a withholding tax return with the commissioner provided all the
withholding taxes have been paid by the date prescribed by section 289A.20, subdivision
2. In any case where good cause exists, the commissioner may grant an extcnsion of
time of not more than 60 days for filing a withholding return.

Subd. 4. Estate tax returns. When in the commissioner’s judgment good cause
exists, the commissioner may cxtend the time for filing an estate tax return for not
more than six months. When an extension to file the federal estate tax return has been
granted under section 6081 of the Internal Revenue Code, the time for filing the estate
tax return is extended for that period.

Subd. 5. Sales and use tax returns. Where good causc exists, the commissioner
may extend the time for filing sales and use tax returns for not more than 60 days.

Subd. 6. [Repealed, 1991 ¢ 291 art 6 s 47]

History: 1990 ¢ 480 art 15 9; 1991 ¢ 291 art 6 s 9,46; art 11 5 5; 1992 ¢ 511 art 6 5
19; 1993 ¢ 375 art 8 s 14; 1994 ¢ 587 art 1 s 24; 1997 ¢ 31 art 15710, 1998 ¢ 389 art 6 s
1; 2002 ¢ 377 art 95 6; 2003 ¢ 127 art 3 5 2

289A.20 DUE DATES FOR MAKING PAYMENTS OF TAX.

Subdivision 1. Individual income, fiduciary income, mining company, corporate
franchise, and entertainment taxes. (a) Individual income, fiduciary, mining company,
and corporate franchise taxes must be paid to the commissioner on or beforc the date
the return must be filed under section 289A.18, subdivision 1, or the extended due date
as provided in section 289A.19, unless an ecarlier date for payment is provided.

Notwithstanding any other law, a taxpayer whose unpaid liability for income or
corporatc franchise taxes, as reflected upon the return, is $1 or less need not pay the
tax.

(b) Entertainment taxes must be paid on or before the date the return must be
filed under section 289A.18, subdivision 1.

(c) If a fiduciary administers 100 or more trusts, fiduciary income taxes for all
trusts administered by the fiduciary must be paid by electronic means.

Subd. 2. Withholding from wages, entertainer withholding, withholding from
payments to out-of-state contractors, and withholding by partnerships and small
business corporations. (a) A tax requircd to be deducted and withheld during the
quarterly period must be paid on or before the last day of the month following the
close of the quarterly period, unless an earlier time for payment is provided. A tax
required to be deducted and withheld from compensation of an entertainer and [rom a
payment to an out-of-state contractor must be paid on or before the date the return for
such tax must be filed under section 289A.18, subdivision 2. Taxes required to be
deducted and withheld by partnerships and S corporations must be paid on or before
the date the return must be filed under section 289A.18, subdivision 2.

(b) An employer who, during the previous quarter, withheld more than $1,500 of
tax under section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, must deposit tax
withheld under those sections with the commissioner within the time allowed to deposit
the employer’s federal withheld employment taxes under Code of Federal Regulations,
title 26, section 31.6302-1, as amended through Dccember 31, 2001, without regard to
the safe harbor or de minimis rules in subparagraph (f) or the one-day rule in
subsection (c), clause (3). Taxpayers must submit a copy of their federal notice of
deposit status to the commissioner upon request by the commissioner.

(c) The commissioner may prescribe by rule other return periods or deposit
requirements. In prescribing the reporting period, the commissioner may classify payors
according to the amount of their tax liability and may adopt an appropriate reporting
period for the class that the commissioner judges to be consistent with efficient tax
collection. In no event will the duration of the reporting period be more than one year.
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(d) If less than the correct amount of tax is paid to thc commissioner, proper
adjustments with respect to both the tax and the amount to be deductcd must be made,
without intcrest, in the manner and at the times the commissioner prescribes. If the
underpayment cannot be adjusted, thc amount of the underpayment will be assessed
and collected in the manner and at the times the commissioner prescribes.

(e) If the aggregate amount of the tax withheld during a fiscal year ending June 30
under section 290.92, subdivision 2a or 3, is cqual to or excceds thc amounts
established for rcmitting federal withheld taxes pursuant to the regulations promulgat-
ed under section 6302(h) of the Internal Revenue Code, the employer must remit each
required deposit for wages paid in the subsequent calendar ycar by clectronic means.

(f) A third-party bulk filer as defined in section 290.92, subdivision 30, paragraph
(a), clause (2), who remits withholding deposits must remit all deposits by electronic
means as provided in paragraph (e), regardless of the aggregate amount of tax withheld
during a fiscal year for all of the employers.

Subd. 3. Estate tax. Taxes imposed by chapter 291 take effect at and upon the
death of the person whose estate is subject to taxation and are due and payable on or
before the expiration of nine months from that death.

Subd. 4. Sales and use tax. (a) The taxes imposed by chapter 297A arc due and
payable to the commissioncr monthly on or before the 20th day of the month following
the month in which the taxable event occurred, or following another reporting period
as the commissioner prescribes or as allowed under section 289A.18, subdivision 4,
paragraph (f) or (g), except that use taxes due on an annual usc tax return as provided
under section 289A.11, subdivision 1, are payable by April 15 following the closc of the
calendar year.

(b) A vendor having a liability of $120,000 or more during a fiscal ycar ending
June 30 must remit the June liability for the next year in the following manner:

(1) Two business days before June 30 of the year, the vendor must remit 85
percent of the estimated June liability to the commissioner.

(2) On or before August 20 of the year, the vendor must pay any additional
amount of tax not remitted in June.

(c) A vendor having a liability of $120,000 or more during a fiscal year ending June
30 must remit all liabilities on returns due for periods beginning in the subsequent
calendar year by electronic means on or before the 20th day of the month following the
month in which the taxable event occurred, or on or beforc the 20th day of thec month
following the month in which the sale is reported under section 289A.18, subdivision 4,
except for 85 percent of the estimated June liability, which is due two business days
beforc June 30. The rcmaining amount of the June liability is due on August 20.

Subd. 5. Payment of franchise tax on LIFO recapture. If a corporation is subject to
LIFO recapture under section 1363(d) of the Internal Revenue Code, any increase in
the tax imposed by scction 290.06, subdivision 1, by reason of the inclusion of the LIFO
recapture amount in its income is payable in four equal installments.

The first installment must be paid on or before the due date, determined without
regard to extensions, for filing the return for the first taxable year for which the
corporation was subject to the LIFO recapture. The three succeeding installments must
be paid on or before the due date, determined without regard to extensions, for filing
the corporation’s return for the three succeeding taxable years.

For purposes of computing interest on underpayments, the last three installments
must not be considered underpayments until after the payment due date specified in
this subdivision.

History: 1990 ¢ 480 art 1 s 10; 1991 ¢ 291 art 6 s 10; art 8 s 5; art 11 5 6; art 17 s 2-4;
1992 ¢ 511 art 6 s 19; art 75 10; art 8 s 4; 1993 c 13 art 1 s 34; 1993 ¢ 375 art 1 s 3; art 8
s 214; art 10 s 14,15; 1994 ¢ 510 art 3 s 8 1994 ¢ 587 art 1 5 24; 1995 ¢ 264 art 10 5 2;
1997 ¢ 84 art 6 5 20,21; 1998 ¢ 300 art 1 s 2; 1999 ¢ 243 art 4 5 2; 2000 ¢ 490 art 4 5 2; art
8s 1; ISp2001 ¢ 5 art 12 s 1; art 17 s 9-11; 2002 ¢ 377 art 2's 2; art 3 s 2; 1Sp2003 ¢ 21
art8s 2
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PAYMENT OF ESTIMATED TAX

289A.25 PAYMENT OF ESTIMATED TAX BY INDIVIDUALS, TRUSTS, OR PART-
NERSHIPS.

Subdivision 1. Requirements to pay. An individual, trust, or partnership must,
when prescribed in subdivision 3, paragraph (b), make payments of estimated tax. The
term “estimated tax” means the amount the taxpayer estimates is the sum of the taxes
imposed by chapter 290 for the taxable year. If the individual is an infant or
incompetent person, the payments must be made by the individual’s guardian. If joint
payments on estimated tax are made but a joint return is not made for the taxable year,
the estimated tax for that year may be trecated as the estimated tax of cither the
husband or the wife or may be divided between them.

Notwithstanding the provisions of this section, no payments of estimated tax are
requircd if the estimated tax, as defined in this subdivision, less the credits allowed
against the tax, is less than $500.

Subd. 2. Additions to tax for underpayment. (a) In the case of any underpayment
of estimated tax by a taxpayer, except as provided in subdivision 6 or 7, therc must be
added to and become a part of the taxes imposed by chapter 290, for the taxable year
an amount determined at the rate specified in section 270.75 upon the amount of the
underpayment for the period of the underpayment.

(b) For purposes of paragraph (a), the amount of underpayment shall be the
excess of

(1) the amount of the installment required to be paid, over

(2) the amount, if any, of the installment paid on or before the last day prescribed
for the payment.

Subd. 3. Period of underpayment. (a) The period of the underpayment shall run
from the date the installment was required to be paid to the earlier of the following
dates:

(1) The 15th day of the fourth month following the close of the taxable year.

(2) With respect to any part of the underpayment, the date on which that part is
paid. For purposes of this clause, a payment of estimated tax on any installment date is
considered a payment of any unpaid required installments in the order in which the
installments are required to be paid.

(b) For purposes of this subdivision, there shall be four required installments for a
taxable year. The times for payment of installments shall be:

For the following

required installments: The due date is:
Ist April 15
2nd June 15
3rd September 15
4th January 15 of the following

taxable year

Subd. 4. No addition to tax where tax is small. No addition to tax is imposcd
under subdivision 2 for a taxable year if the tax shown on the return for the taxable
year (or, if no return is filed, the tax) reduced by the credits allowablc is less than $500.

Subd. 5. Amount of required installment. The amount of any installment required
to be paid shall be 25 percent of the required annual payment except as provided in
clause (3). The term “required annual payment” means the lesser of

(1) 90 percent of the tax shown on the return for the taxable year or 90 percent of
the tax for the year if no return is filed, or

(2) the total tax liability shown on the return of the taxpayer for the preceding
taxable year, if a return showing a liability for the taxes was filed by the taxpayer for the
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preceding taxable year of 12 months. If the adjusted gross incomc shown on the return
of the taxpayer for the preceding taxable year exceeds $150,000, this clause shall be
applied by substituting “110 percent of the total tax liability” for “the total tax liability”

(i) for an individual who is not a Minnesota resident for the entire year, the term
“adjusted gross income” means the Minnesota share of that income apportioned to
Minnesota under section 290.06, subdivision 2c, paragraph (e), or

(ii) for a trust the term “adjusted gross income” means the income assigned to
Minnesota under section 290.17; or

(3) an amount equal to the applicable pcrcentage of the tax for the taxable year
computed by placing on an annualized basis the taxable income and alternative
minimum taxable income for the months in thc taxable year ending before the month
in which the installment is required to be paid. The applicable percentage of the tax is
22.5 percent in the case of the first installment, 45 percent for the sccond installment,
67.5 percent for the third installment, and 90 percent for the fourth instaliment. For
purposes of this clause, the taxable income and alternative minimum taxable income
shall be placed on an annualized basis by

(i) multiplying by 12 (or in the case of a taxable year of less than 12 months, the
number of months in the taxable ycar) the taxable income and alternative minimum
taxable income computed for the months in the taxable year ending before the month
in which the installment is required to be paid; and

(ii) dividing the resulting amount by the number of months in the taxable year
ending before the month in which the installment date falls.

A reduction in an installment under clause (3) must be recaptured by increasing the
amount of the next required installment by the amount of the reduction.

Subd. 5a. [Repealed, 1994 ¢ 587 art 1 s 25]

Subd. 6. Exception to addition to tax. No addition to the tax shall be imposed
under this section for any taxablc year if:

(1) the taxpayer did not have liability for tax for the preceding taxable year,
(2) the preceding taxable year was a taxable year of 12 months, and

(3) the individual or trust was a resident of Minnesota throughout the preceding
taxable year.

Subd. 7. Waiver of addition to tax. No addition to the tax is imposed under this
section with respect to an underpayment to the extent the commissioner determines
that the provisions of section 6654(e)(3) of the Internal Revenue Code apply.

Subd. 8. Application of section; tax withheld on wages. For purposes of this
section, the estimated tax must be computed without reduction for the amount that the
taxpayer estimates as the taxpayer’s credit under section 290.92, subdivision 12 (relating
to tax withheld at source on wages), and any other refundable credits allowed against
income tax liability, and the amount of those credits for the taxable year is considered a
payment of estimated tax, and an equal part of those amounts is considered paid on the
installment date, determined under subdivision 3, paragraph (b), for that taxable year,
unless the taxpayer establishes the dates on which the amounts were actually withheld,
in which case the amounts so withheld are considered payments of estimated tax on the
dates on which the amounts were actually withheld.

Subd. 9. Special rule for return filed on or before January 31. If, on or before
January 31 of the following taxable year, the taxpayer files a return for the taxable year
and pays in full the amount computed on the return as payable, then no addition to tax
is imposcd under subdivision 2 with respect to any underpayment of the fourth
required installment for the taxable ycar.

Subd. 10. Special rule for farmers and fishermen. For purposes of this section, if
an individual is a farmer or fisherman as defined in section 6654(i)(2) of the Intcrnal
Revenue Code for a taxable year, only one instaliment is required for the taxable year,
the due date of which is January 15 of the following taxable ycar, the amount of which
is equal to the required annual payment detcrmined under subdivision 5 by substituting
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“66-2/3 percent” for “90 percent,” and subdivision 9 shall be applied by substituting
“March 1” for “January 31,” and by treating the required installment described as the
fourth required instaliment.

Subd. 11. Fiscal year taxpayer. The application of this scction to taxable years
beginning other than January 1 must be made by substituting, for the months named in
this section, the months that correspond. This section must be applied to taxable years
of less than 12 months, under rules issucd by the commissioner.

Subd. 12. Estates. The provisions of this section do not apply to an estate.

Subd. 13. Overpayment of estimated tax installment. If an installment payment of
estimated tax exceeds the correct amount of the installment payment, the overpayment
must be credited against the unpaid installments, if any.

History: 1990 ¢ 480 art 1 s 11; 1991 ¢ 291 art 6 s 46; 1992 ¢ 511 art 6 5 3,19; 1993 ¢
375 art 2 s 22-28; art 8 s 14; 1994 ¢ 416 art 2 s 2; 1994 ¢ 587 art 1 s 4,24

289A.26 PAYMENT OF ESTIMATED TAX BY CORPORATIONS.

Subdivision 1. Minimum liability. A corporation subject to taxation under chapter
290 (excluding section 290.92) or an entity subject to taxation under section 290.05,
subdivision 3, must make payment of estimated tax for the taxable year if its tax liability
so computed can reasonably be expected to exceed $500, or in accordance with rules
prescribed by the commissioner for an affiliated group of corporations filing one return
under section 289A.08, subdivision 3.

Subd. 2. Amount and time for payment of installments. The estimated tax payment
required under subdivision 1 must be paid in four equal installments on or before the
15th day of the third, sixth, ninth, and 12th month of the taxable year.

Subd. 2a. Electronic payments. If the aggregate amount of estimated tax payments
made during a calendar year is equal to or exceeds $20,000, all estimated tax payments
in the subsequent calendar ycar must be paid by clectronic means.

Subd. 3. Short taxable year. (a) An entity with a short taxable year of less than 12
months, but at least four months, must pay estimated tax in equal installments on or
before the 15th day of the third, sixth, ninth, and final month of the short taxable year,
to the extent applicable based on the number of months in the short taxable ycar.

(b) An entity is not required to make estimated tax payments for a short taxable
year unless its tax liability before the first day of the last month of the taxable year can
reasonably be expected to exceed $500.

{(c) No payment is required for a short taxable year of less than four months.

Subd. 4. Underpayment of estimated tax. If there is an underpayment of estimated
tax by a corporation, there shall be added to the tax for the taxable ycar an amount
determined at the rate in section 270.75 on the amount of the underpayment,
determined under subdivision 5, for the period of the underpayment determined under
subdivision 6. This subdivision docs not apply in the first taxable year that a corpora-
tion is subject to the tax imposed under section 290.02.

Subd. 5. Amount of underpayment. For purposes of subdivision 4, the amount of
the underpayment is the excess of

(1) the required installment, over

(2) the amount, if any, of the installment paid on or before the last date prescribed
for payment.

Subd. 6. Period of underpayment. The period of the underpayment runs from the
date the installment was required to be paid to thc carlier of the following dates:

(1) the 15th day of the third month following the close of the taxable year for
corporations, and the 15th day of the fifth month following the close of the taxable year
for entities subject to tax under section 290.05, subdivision 3; or

(2) with respect to any part of the underpayment, the date on which that part is
paid. For purposes of this clause, a payment of estimated tax shall be credited against
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unpaid requircd installments in the order in which those installments are required to be
paid.

Subd. 7. Required installments. (a) Except as otherwise provided in this subdivi-
sion, the amount of a required installment is 25 percent of the required annual
payment.

(b) Except as otherwise provided in this subdivision, the term “required annual
payment” means the lesser of:

(1) 100 percent of the tax shown on the return for the taxable year, or, if no return
is filed, 100 percent of the tax for that year; or

(2) 100 percent of the tax shown on the return of the entity for the preceding
taxable year provided the return was for a full 12-month period, showed a liability, and
was filed by the entity.

(¢) Except for determining the first requircd installment for any taxable year,
paragraph (b), clause (2), does not apply in the case of a large corporation. The term
“large corporation” means a corporation or any predecessor corporation that had
taxable net income of $1,000,000 or more for any taxable year during the testing period.
The term “testing period” means the three taxable years immediately preceding the
taxable yecar involved. A reduction allowed to a large corporation for the first
installment that is allowed by applying paragraph (b), clause (2), must be recaptured by
increasing the next required installment by the amount of the reduction.

(d) In the case of a required installment, if the corporation establishes that the
annualized income installment is less than the amount determined in paragraph (a), the
amount of the required installment is the annualized income installment and the
recapture of previous quarters’ reductions allowed by this paragraph must be recovered
by increasing later required installments to the extent the reductions have not previous-
ly been recovered.

(e) The “annualized income installment” is the excess, if any, of:

(1) an amount equal to the applicable percentage of the tax for the taxable year
computed by placing on an annualized basis the taxable income:

(i) for the first two months of the taxable year, in the case of the first required
installment;

(ii) for the first two months or for the first five months of the taxable year, in the
case of the second required instaliment;

(iii) for the first six months or for the first eight months of the taxable ycar, in the
case of the third required installment; and

(iv) for the first nine months or for the first 11 months of the taxable year, in the
case of the fourth required installment, over

(2) the aggregate amount of any prior required installments for the taxable year.

(3) For the purpose of this paragraph, the annualized income shall be computed by
placing on an annualized basis the taxable income for the year up to the end of the
month preceding the due date for the quarterly payment multiplied by 12 and dividing
the resulting amount by the number of months in the taxable year (2, 5, 6, 8, 9, or 11 as
the case may be) referred to in clause (1).

(4) The “applicable percentage” used in clause (1) is:

For the following The applicable
required installments: percentage is:
1st 25
2nd 50
3rd 75
4th 100

(£)(1) If this paragraph applies, the amount determined for any installment must
be determined in the following manner:
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(i) take the taxable income for the months during the taxable year preceding the
filing month;

(ii) divide that amount by the base period percentage for the months during the
taxable year preceding the filing month;

(iii) determine the tax on the amount determined under item (ii); and

(iv) multiply the tax computed under item (iii) by the base period percentage for
the filing month and the months during the taxable year preceding the filing month.

(2) For purposes of this paragraph:

(i) the “base period percentage” for a period of months is the average percent that
the taxable income for the corresponding months in each of the three preceding taxable
ycars bears to the taxable income for the three preceding taxable years;

(ii) the term “filing month” means the month in which the installment is required
to be paid;

(iif) this paragraph only applies if the base period percentage for any six consecu-
tive months of the taxable year equals or exceeds 70 percent; and

(iv) the commissioner may provide by rule for the determination of the base
period percentage in the case of reorganizations, new corporations, and other similar
circumstances.

(3) In the case of a required installment determined under this paragraph, if the
entity determines that the installment is less than the amount determined in paragraph
(a), the amount of the required installment is the amount determined under this
paragraph and the recapture of previous quarters’ reductions allowed by this paragraph
must be recovered by increasing later required installments to the extent the reductions
have not previously been recovered.

Subd. 8. Definition of tax. The term “tax” as used in this section means the tax
imposed by chapter 290.

Subd. 9. Failure to file an estimate. In the case of an entity that fails to file an
estimated tax for a taxable year when one is required, the period of the underpayment
runs from the four installment dates in subdivision 2 or 3, whichever applies, to the
earlier of the periods in subdivision 6, clauses (1) and (2).

Subd. 10. Payment on account. Payment of the estimated tax or any installment of
it shall be considered payment on account of the taxes imposed by chapter 290, for the
taxable year.

Subd. 11. Overpayment of estimated tax installment. If the amount of an
installment payment of estimated tax excceds the amount determined to be the correct
amount of the installment payment, the overpayment must be credited against the
unpaid installments, if any.

History: 1990 ¢ 480 art 1 s 12; 1991 ¢ 291 art 7 s 2,3; art 17 s 5; 1992 ¢ 511 art 6 s
4-9; 1993 ¢ 375 art 25 29-31; art 85 3; 1994 ¢ 587 art 1 5 5; 1995 ¢ 264 art 13 5 10; 2000 ¢
490 art 45 3; 1Sp2001 ¢ 5 art 17 s 12

PAYMENT EXTENSIONS AND LIABILITY

289A.30 EXTENSIONS FOR PAYING TAX.

Subdivision 1. Fiduciary income, corporate franchise tax. Where good cause exists,
the commissioner may extend the time for payment of the amount detcrmined as a
fiduciary income tax or corporate franchise tax by the taxpayer, or an amount
determined as a deficiency, for a period of not more than six months from the date
prescribed for the payment of the tax.

Subd. 2. Estate tax. Where good cause exists, the commissioner may extend the
time for payment of estate tax for a period of not morc than six months. If an extension
to pay the federal estate tax has been granted under section 6161 of the Internal
Revenue Code, the time for payment of the estate tax without penalty is extended for
that period. A taxpayer who owes at least $5,000 in taxes and who, under section 6161
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or 6166 of the Internal Revenue Codc has been granted an extension for payment of
the tax shown on the return, may elect to pay the tax due to the commissioner in equal
amounts at the same time as required for federal purposes. A taxpayer electing to pay
the tax in installments must notify the commissioner in writing no later than nine
months after the death of the person whose estate is subject to taxation. If the taxpayer
fails to pay an installment on time, unless it is shown that the failure is duc to
reasonable cause, the clection is revoked and the entire amount of unpaid tax plus
accrued interest is due and payable 90 days after the date on which the installment was
payable.

History: 1990 ¢ 480 art 1 s 13; 1991 ¢ 291 art 6 s 11,46; 1992 ¢ 511 art 6 s 19; 1993 ¢
375 art 8 s 14; 1994 ¢ 587 art 1 5 24

289A.31 LIABILITY FOR PAYMENT OF TAX.

Subdivision 1. Individual income, fiduciary income, mining company, corporate
franchise, and entertainment taxes. (a) Individual income, fiduciary income, mining
company, and corporate franchise taxes, and interest and penalties, must be paid by the
taxpayer upon whom the tax is imposed, except in the following cases:

(1) The tax due from a decedent for that part of the taxable year in which the
decedent died during which the decedent was alive and the taxes, interest, and penalty
due for the prior years must be paid by the decedent’s personal representative, if any. If
there is no personal representative, the taxes, interest, and penalty must be paid by the
transferees, as defined in section 289A.38, subdivision 13, to the extent they receive
property from the decedent;

(2) The tax due from an infant or other incompetent person must be paid by the
person’s guardian or other person authorized or permitted by law to act for the person;

(3) The tax due from the estate of a decedent must be paid by the estate’s
personal representative;

(4) The tax due from a trust, including those within the definition of a corporation,
as defined in section 290.01, subdivision 4, must be paid by a trustce; and

(5) The tax due from a taxpayer whose business or property is in charge of a
receiver, trustee in bankruptcy, assignee, or other conservator, must be paid by the
person in charge of the business or property so far as the tax is due to the income from
the business or property.

(b) Entertainment taxes are the joint and several liability of the entertainer and
the entertainment entity. The payor is liable to the state for the payment of the tax
required to be deducted and withheld under section 290.9201, subdivision 7, and is not
liable to the entertainer for the amount of the payment.

(c) The tax imposed under section 290.0922 on partnerships is the joint and several
liability of the partnership and the general partners.

Subd. 2. Joint income tax returns. (a) If a joint income tax return is made by a
husband and wife, the liability for the tax is joint and several. A spouse who qualifies
for relief from a liability attributable to an underpayment under section 6015(b) of the
Internal Revenue Code is relieved of the state income tax liability on the underpay-
ment.

(b) In the case of individuals who were a husband and wife prior to the dissolution
of their marriage or their legal separation, or prior to the death of one of the
individuals, for tax liabilities reported on a joint or combined return, the liability of
cach person is limited to the proportion of the tax due on the return that equals that
person’s proportion of the total tax due if the husband and wife filed separate returns
for the taxable year. This provision is effective only when the commissioner receives
written notice of the marriage dissolution, legal separation, or death of a spouse from
the husband or wife. No refund may be claimed by an ex-spouse, legally separated or
widowed spouse for any taxes paid more than 60 days before receipt by the commis-
sioner of the written notice.
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Subd. 3. Transterees and fiduciaries. The amounts of the following liabilities are,
except as otherwise provided in section 289A.38, subdivision 13, assessed, collected, and
paid in the same manner and subject to the same provisions and limitations as a
deficicney in a tax imposed by chapter 290, including any provisions of law for the
collection of taxes:

(1) the liability, at law or in equity, of a transleree of property of a taxpayer for tax
or overpayment of a refund, including intercst, additional amounts, and additions to
the tax or overpayment provided by law, imposed upon the taxpayer by chapter 290 or
provided for in chapter 290A; and

(2) the liability of a fiduciary under subdivision 4 for the payment of tax from the
cstate of the taxpayer. The liability may reflect the amount of tax shown on the return
or any deficiency in tax.

Subd. 4. Tax as a personal debt of a fiduciary. A tax imposed by chapter 290 and
an overpayment of a refund provided for in chapter 290A, and interest and penalties, is
a personal debt of the taxpayer from the time the liability arises, regardless of when the
time for discharging the liability by payment occurs. The debt is, in the case of the
personal representative of the estate of a decedent and in the case of any fiduciary, that
of the individual in the individual’s official or fiduciary capacity only, unless the
individual has voluntarily distributed the assets held in that capacity without reserving
sufficient assets to pay the tax, intcrest, and penalties, in which event the individual is
personally liable for the deficiency.

Subd. 5. Withholding tax, withholding from payments to out-of-state contractors,
and withholding by partnerships and small business corporations. (a) Except as-
provided in paragraph (b), an employer or person withholding tax under section 290.92
or 290.923, subdivision 2, who fails to pay to or deposit with the commissioner a sum or
sums required by those sections to be deducted, withheld, and paid, is personally and
individually liable to the state for the sum or sums, and added penalties and interest,
and is not liable to another person for that payment or payments. The sum or sums
deductcd and withheld under section 290.92, subdivision 2a or 3, or 290.923, subdivi-
sion 2, must be held as a special fund in trust for the state of Minnesota.

(b) If the employer or person withholding tax under section 290.92 or 290.923,
subdivision 2, fails to deduct and withhold the tax in violation of those sections, and
later the taxes against which the tax may be credited are paid, the tax required to be
deducted and withheld will not be collected from the employer. This does not, however,
relieve the employer from liability for any penallies and interest otherwise applicable
for failure to deduct and withhold.

(c) Liability for payment of withholding taxes includes a responsible person or
entity described in the personal liability provisions of section 270.101.

(d) Liability for payment of withholding taxes includes a third party lender or
surety described in section 290.92, subdivision 22.

{e) A partnership or S corporation required to withhold and remit tax under
section 290.92, subdivisions 4b and 4c, is liable for payment of the tax to the
commissioner, and a person having control of or responsibility for the withholding of
the tax or the filing of returns due in connection with the tax is personally liable for the
tax due.

(f) A payor of sums required to be withheld under section 290.9705, subdivision 1,
is liable to the state for the amount required to be deducted, and is not liable to an
out-of-state contractor for the amount of the payment.

Subd. 6. Estate tax. The personal representative and person to whom property that
is subject to taxation under this chapter is transferred, other than a bona fide
purchaser, mortgagee, or lessee, is personally liable for that tax, until its payment, to
the extent of the value of the property at the time of the transfer. The exemption from
personal liability extends to subsequent transferees from bona fide purchasers, mort-
gagees, and lessees.

Subd. 7. Sales and use tax. (a) The sales and use tax required to be collected by
the retailer under chapter 297A constitutes a debt owed by the retailer to Minnesota,
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and the sums collected must be held as a spccial fund in trust for the state of
Minnesota.

A retailer who does not maintain a place of business within this state as defined by
section 297A.66, subdivision 1, shall not be indebted to Minnesota for amounts of tax
that it was required to collect but did not collect unless the retailer knew or had been
advised by the commissioner of its obligation to collect the tax.

(b) The use tax required to be paid by a purchaser is a debt owed by the purchaser
to Minnesota.

(c) The tax imposed by chapter 297A, and interest and penalties, is a personal debt
of the individual required to file a return from the time the liability arises, irrespective
of when the time for payment of that liability occurs. The debt is, in the case of the
executor or administrator of the estate of a decedent and in the case of a fiduciary, that
of the individual in an official or fiduciary capacity unless the individual has voluntarily
distributed the assets held in that capacity without reserving sufficient assets to pay the
tax, interest, and penalties, in which case the individual is personally liable for the
deficiency.

(d) Liability for payment of sales and use taxes includes any responsiblc person or
entity described in the personal liability provisions of section 270.101.

(e) Any amounts collected, even if erroneously or illegally collected, from a
purchaser under a representation that they are taxes imposed under chapter 297A are
state funds from the time of collection and must be reported on a return filed with the
commissioner.

Subd. 8. Liability of vendor for repayment of refund. If an individual income tax
refund resulting from claiming an education credit under section 290.0674 is paid by
means of directly depositing the proceeds of the refund into a bank account controlled
by the vendor of the product or service upon which the education credit is based, and
the commissioner subsequently disallows the credit, the commissioner may seek
repayment of the refund from the vendor. The amount of the repayment must be
assessed and collected in the same time and manncr as an erroneous refund under
section 289A.37, subdivision 2.

History: 1990 ¢ 480 art 1 s 14; 1991 ¢ 291 art 6 s 46; art 11 5 7; 1992 ¢ 511 art 6 s 19;
1993 ¢ 375 art 8 s 14; 1994 ¢ 587 art 1 s 24; 1997 ¢ 84 art 6 s 22; 1999 ¢ 243 art 16 s 14;
2000 ¢ 418 art 1 s 3,44; 1Sp2001 ¢ 5 art 125 2; 2003 ¢ 127 art 3 5 3; art 8 5 7,8; 1Sp2003 ¢
2l art 8s 3

ASSESSMENTS, EXAMINATIONS,
AND STATUTES OF LIMITATIONS

289A.35 ASSESSMENTS; COMMISSIONER FILED RETURNS.

The commissioner has the authority to make determinations, corrections, and
assessments with respect to state taxes, including interest, additions to taxes, and
assessable penalties. The commissioner may audit and adjust the taxpayer’s computa-
tion of federal taxable income, items of federal tax preferences, or federal credit
amounts to make them conform with the provisions of chapter 290 or section 298.01. If
a taxpayer fails to file a required return, the commissioner, from information in the
commissioner’s possession or obtainable by the commissioner, may make a return for
the taxpayer. The return will be prima facie correct and valid. If a return has been filed,
the commissioner shall cnter the liability reported on the return and may make any
audit or investigation that is considered necessary. The commissioner may use statistical
or other sampling techniques consistent with generally accepted auditing standards in
examining returns or records and making assessments.

History: 1990 ¢ 480 art 1 5 15; 1991 ¢ 291 art 11 s 8; 1997 ¢ 31 art 2 5 5; 2000 ¢ 490
art 135 11

289A.36 EXAMINATIONS; AUDITS AND COLLECTIONS.

Subdivision 1. Examination of taxpayer. To determine the accuracy of a rcturn or
report, or in fixing liability under statc tax law, or for the purpose of collection, the
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commissioner may make reasonable examinations or investigations of a taxpayer’s placc
of business, tangible personal property, equipment, computer systems and facilities,
pertinent books, records, papers, vouchers, computer printouts, accounts, and docu-
ments.

Subd. 2. Access to records of other persons in connection with examination of
taxpayer. When conducting an investigation or an audit of a taxpayer, or for the
purpose of collection, the commissioner may examine, except where privileged by law,
the relevant records and files of any person, business, institution, financial institution,
state agency, agency of the United States government, or agency of any other state
where permitted by statute, agreement, or reciprocity. The commissioner may compel
production of these records by subpoena. A subpoena may be served directly by the
comimnissioner.

Subd. 3. Power to compel testimony. In the administration of state tax law, the
commissioner may:

(1) administer oaths or affirmations and compel by subpocna the attendance of
witnesses, testimony, and the production of a person’s pertinent books, records, papers,
or other data for inspection and copying;

(2) examine under oath or affirmation any person regarding the business of any
taxpayer concerning any relevant matter incident to the administration of state tax law.
The fees of witnesses required by the commissioner to attend a hearing are equal to
those allowed to witnesses appearing before courts of this state. The fees must be paid
in the manner provided for the payment of other expenses incident to the administra-
tion of state tax law; and

(3) in addition to other remedies that may be available, bring an action in equity
by the statc against a taxpayer for an injunction ordering the taxpayer to file a complete
and proper return or amended return. The district courts of this state have jurisdiction
over the action and disobedience of an injunction issued under this clause will be
punished as a contempt of district court.

Subd. 4. Third party subpoena where taxpayer’s identity is known. An investiga-
tion may extend to a person that the commissioner determines has access to informa-
tion that may be relevant to the examination or investigation. When a subpoena
requiring the production of records as described in subdivision 2 is served on a third-
party recordkeeper, written notice of the subpoena must be mailed to the taxpayer and
to any other person who is identified in the subpoena. The notices must be given within
thrce days of the day on which the subpoena is served. Notice to the taxpayer required
by this section is sufficicnt if it is mailed to the last address on record with the
commissioncr. :

The provisions of this subdivision relating to notice to the taxpayer or other partics
identified in the subpoena do not apply if there is reasonable cause to believe that the
giving of notice may lead to attempts to conceal, destroy, or alter records or assets
relevant to the examination, to prevent the communication of information from other
persons through intimidation, bribery, or collusion, or to flee to avoid prosecution,
testifying, or production of records.

Subd. 5. Third party subpoena where taxpayer’s identity is not known. A subpoena
that does not identify the person or persons whose tax liability is being investigated may
be served only if:

(1) the subpoena relates to the investigation of a particular person or ascertainable
group or class of persons;

(2) there is a reasonable basis for believing that the person or group or class of
persons may fail or may have fajled to comply with tax laws administered by the
commissioncr;

(3) the information sought to be obtained from the cxamination of the records,
and the identity of the person or persons with respect to whose liability the subpoena is
issued, is not readily available from other sources;
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(4) the subpoena is clear and specific concerning the information sought to be
obtained; and

(5) the information sought 1o be obtained is limited solely to the scope of the
investigation.

The party served with a subpoena that does not identify the person or persons with
respect to whose tax liability the subpoena is issued may, within 20 days alter service of
the subpoena, petition the district court in the judicial district in which that party is
located for a determination concerning whether the commissioner has complied with
the requirements in clauses (1) to (5), and thus, whether thc subpoena is enforceable.
If no petition is made by the party served within the time prescribed, the subpoena has
the effect of a court order.

Subd. 6. Request by taxpayer for subpoena. When the commissioner has the power
to issue a subpoena for investigative or auditing purposes, the commissioner shall
honor a reasonable request by the taxpayer to issue a subpoena on the taxpayer’s
behalf, if in connection with the investigation or audit.

Subd. 7. Application to court for enforcement of subpoena. (a) Disobedience of
subpoenas issued under this section shall be punished by the district court of the
district in which the party scrved with the subpocna is located, in the same manner as
contempt of the district court.

(b) Disobedicnce of a subpoena issued under subdivision 9 shall be punished by
the District Court for Ramsey County in the same manner as contempt of the district
court. In addition to contempt remedies, the court may issue any order the court deems
reasonably nccessary to enforce compliance with the subpoena.

Subd. 8. Cost of production of records. The cost of producing records of a third
party required by a subpocna must be paid by the taxpayer, if the taxpayer requests the
subpoena to be issucd, or if the taxpayer has the records available but has refused to
provide them to the commissioner. In other cases wherc the taxpayer cannot produce
records and the commissioncer then initiates a subpoena for third-party records, the
commissioncr shall pay the reasonable cost of producing the rccords. The commission-
er may later assess the reasonable costs against the taxpayer if the records contribute to
the determination of an asscssment of tax against the taxpayer.

Subd. 9. Access to records in connection with examination of businesses located
outside the state. (2) In order to determine whether a business located outside the state
of Minncsota is required to file a rcturn under this chapter, the commissioner may
examine the rclevant records and files of the business.

(b) To the tull cxtent permitted by the Minnesota and United States Constitutions,
the commissioner may compel production of those relevant records and files by
subpoena. The subpoena may be served on the secretary of state along with the address
to which service of the subpoena is to be sent and a fec of $50. The secretary of state
shall forward a copy of the subpoena to the business using the procedures for service of
process in section 5.25, subdivision 6.

() The commissioner shall pay the reasonable cost of producing records subject to
subpoena under this subdivision if:

(1) the subpoenaed party cannot produce the records without undue burden; and

(2) the examination made pursuant to paragraph (a) shows that the subpoenaed
party is not required to filc a return under this chapter.

Subd. 10. Penalty. In addition to sanctions imposed under subdivision 7, a penalty
of $250 per day is imposed on any business that is in violation of a court order to
comply with a subpoena that is seeking information necessary for the commissioner to
be able to determine whether the business is required to file a return or pay a tax. The
maximum penaltly is $25,000. Upon the request of the commissioner, the court shall
determine the amount of the penalty and enter it as a judgment in favor of the
" commissioner. The penalty is not payable until the judgment is entered.

History: 1990 ¢ 480 art 1 s 16; 1993 ¢ 375 art 10 s 16,17; 1997 ¢ 84 art 5 5 9; 2003 ¢
127 art 85 9-11
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289A.37 ORDER OF ASSESSMENT.

Subdivision 1. Order of assessment; notice and demand to taxpayer. (a) When a
return has been filed and the commissioner determines that the tax disclosed by the
return is different than the tax determincd by the examination, thc commissioner shall
send an order of assessment to the taxpayer. When no return has been filed, the
commissioner may make a return for the taxpayer under section 289A.35 or may send
an order of asscssment under this subdivision. The order must cxplain the basis for the
assessment and must explain the taxpayer’s appeal rights. An order of assessment is
final when made but may be reconsidered by the commissioner under section 289A.65.

(b) No collection action can be taken, including the filing of liens under section
270.69, and the penalty under section 289A.60, subdivision 1, is not imposed when a
rcturn has been filed for the tax type and period upon which the order is based, if the
amount shown on the order is paid to the commissioner: (1) within 60 days after the
order has been mailed to the taxpayer by the commissioner; or (2) if an administrative
appeal is filed under section 289A.65 or a Tax Court appeal is filed under chapter 271,
within 60 days following final determination of the appeal if the appeal is based upon a
constitutional challenge to the tax, and if not, when the decision of the Tax Court is
made. '

Subd. 2. Erroneous refunds. An erroneous refund is considered an underpayment
of tax on the date made. An assessment of a deficiency arising out of an crroneous
refund may be madc at any time within two years from the making of the refund. If
part of the refund was induced by fraud or misrepresentation of a material fact, the
assessment may be made at any time.

Subd. 3. Assessment presumed valid. A return or assessment of tax made by the
commissioner is prima facie correct and valid. The taxpayer has the burden of
establishing its incorrectness or invalidity in any related action or proceeding.

Subd. 4. Aggregate refund or assessment. Thc commissioner, on examining returns
of a taxpayer for more than onc year or period, may issue one order covering the
period under examination that reflects the aggregate refund or additional tax due.

Subd. 5. Sufficiency of notice. An order of assessment, sent postage prepaid by
United States mail to the taxpayer at the taxpayer’s last known address, is sufficient
even if the taxpayer is deceased or is under a legal disability, or, in the case of a
corporation, has terminated its existence, unless the department has been provided with
a new address by a party authorized to receive notices of assessment.

Subd. 6. Order of assessment if joint income tax return. If a joint income tax
return is filed by a husband and wife, an order of assessment may be a single joint
notice. If the commissioncr has been notified by either spousc that that spouse’s
address has changed and if that spouse requests it, then, instead of the single joint
notice mailed to the last known address of the husband and wife, a duplicate or original
of the joint notice must be sent to the requesting spouse at the address designated by
the requesting spouse. The other joint notice must be mailed to the other spousec at
that spouse’s last known address. An assessment is not invalid for failure to send it to a
spouse if the spouse actually receives the notice in the same period as if it had been
mailed to that spousc at the correct address or if the spouse has failed to provide an
address to the commissioner other than the last known address.

History: 1990 c 480 art 1 s 17; 1991 ¢ 291 art 16 s 8; 1992 ¢ 511 art 6 s 10; 1994 ¢
510 art 459, 1997 c 84 art 65 23

289A.38 LIMITATIONS ON TIME FOR ASSESSMENT OF TAX.

Subdivision 1. General rule. Except as otherwise provided in this section, the
amount of taxes assessable must be assesscd within 3-1/2 years after the date the return
is filed.

Subd. 2. Filing date. For purposes of this section, a tax return filed before the last
day prescribed by law for filing is considered to be filed on the last day.
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Subd. 3. Estate taxes. Estate taxes must be assessed within 180 days after the
return and the documents required under section 289A.10, subdivision 2, have been
filed. :

Subd. 4. Property tax refund. For purposes of computing the limitation under this
section, the duc date of the property tax refund return as provided for in chapter 290A
is the due date for an income tax return covering the year in which the rent was paid or
the year preceding the year in which the property taxes are payable.

Subd. 5. False or fraudulent return; no return. Notwithstanding the limitations
under subdivisions 1 and 3, the tax may be assessed at any time if a false or fraudulent
return is filed or when a taxpayer fails to file a return.

Subd. 6. Omission in excess of 25 percent. Additional taxes may be assessed within
6-1/2 years after the due date of the return or the date the return was filed, whichever
is later, if:

(1) the taxpayer omits from gross income an amount properly includable in it that
is in excess of 25 percent of the amount of gross income stated in the return;

(2) the taxpayer omits from a sales or withholding tax return an amount in exccss
of 25 percent of the taxes rcported in the return; or

(3) the taxpayer omits from the gross estate assets in excess of 25 percent of the
gross estate reported in the return.

Subd. 7. Federal tax changes. If the amount of income, items of tax preference,
deductions, or credits for any ycar of a taxpayer as reported to the Internal Revenue
Service is changed or corrected by the commissioner of Internal Revenue or other
officer of the United States or other competent authorily, or where a rencgotiation of a
contract or subcontract with the United States results in a change in income, items of
tax preference, deductions, credits, or withholding tax, or, in the case of estate tax,
where there are adjustments to the taxable estate resulting in a change to the credit for
state death taxes, the taxpayer shall report the change or correction or renegotiation
resuits in writing to the commissioner. The report must be submitted within 180 days
after the final determination and must be in the form of either an amended Minnesota
estate, withholding tax, or income tax return conceding the accuracy of the federal
determination or a letter detailing how the federal determination is incorrect or does
not change the Minnesota tax. An amcnded Minnesota income tax return must be
accompanied by an amended property tax refund return, if nccessary. A taxpayer filing
an amended federal tax return must also file a copy of the amended return with the
commissioner of revenue within 180 days after filing the amended return.

Subd. 8. Failure to report change or correction of federal return. If a taxpayer fails
to make a report as required by subdivision 7, the commissioner may recompute the
tax, including a refund, based on information available to the commissioner. The tax
may be recomputed within six years after the report should have been filed, notwith-
standing any period of limitations to the contrary.

Subd. 9. Report made of change or correction of federal return. If a taxpayer is
required to make a report under subdivision 7, and does report the change or files a
copy of thc amended return, the commissioner may recompute and reasscss the tax
due, including a refund (1) within one year after the report or amended return is filed
with the commissioner, notwithstanding any period of limitations to the contrary, or (2)
within any other applicable period stated in this section, whichever period is longer.
The period provided for the carryback of any amount of loss or credit is also extended
as provided in this subdivision, notwithstanding any law to the contrary. If the
commissioner has completed a field audit of the taxpayer, and, but for this subdivision,
the commissioner’s time period to adjust the tax has expired, the additional tax due or
refund is limited to only those changes that are required to be made to the return
which relate to the changes made on the federal return. This subdivision does not apply
to sales and use tax.

For purposcs of this subdivision and section 289A.42, subdivision 2, a “field audit”
is the physical presence of examiners in the taxpayer’s or taxpayer's represcntative’s
office conducting an examination of the taxpayer with the intention of issuing an
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assessment or notice of change in tax or which results in the issuing of an assessment or
notice of change in tax. The examination may include inspecting a taxpayer’s place of
business, tangiblc personal property, equipment, computer systems and facilities,
pertinent books, records, papers, vouchers, computer printouts, accounts, and docu-
ments.

Subd. 10. Incorrect determination of federal adjusted gross income. Notwithstand-
ing any other provision of this chapter, if a taxpayer whose net income is determined
under section 290.01, subdivision 19, omits from income an amount that will under the
Internal Revenue Code extend the statute of limitations for the assessment of federal
income taxes, or otherwise incorrectly determines the taxpaycr’s federal adjusted gross
income resulting in adjustments by the Internal Revenue Service, then the period of
assessment and determination of tax will be that under the Internal Revenue Code.
When a change is made to federal income during the extended time provided under
this subdivision, the provisions under subdivisions 7 to 9 regarding additional extensions
apply.

Subd. 11. Net operating loss carryback. If a deficiency of tax is attributable to a
nct operating loss carryback that has been disallowed in whole or in part, the deficiency
may be asscssed at any time that a deficiency for the taxable year of the loss may be
assessed.

Subd. 12. Request for early audit for individual income, fiduciary income, mining
company, and corporate franchise taxes. (a) Tax must be assessed within 18 months
after written request for an assessment has been made in the case of income reccived
(1) during the lifetime of a decedent, (2) by the decedent’s estate during the period of
administration, (3) by a trustee of a terminating trust or other fiduciary who, because of
custody of assets, would be liable for the payment of tax under section 289A.31,
subdivision 4, or (4) by a mining company or a corporation. A proceeding in court for
the collection of the tax must begin within two years after written request for the
asscssment (filed after the rcturn is made and in the form the commissioner prescribes)
by the personal representative or other fiduciary rcpresenting the estate of the
decedent, or by the trustee of a terminating trust or other fiduciary who, because of
custody of asscts, would be liable for the payment of tax under scction 289A.31,
subdivision 4, or by the corporation. Except as provided in section 289A.42, subdivision
1, an assessment must not be made after the expiration of 3-1/2 years after the return
was filed, and an action must not be brought after the cxpiration of four years after the
return was filed.

(b) Paragraph (a) only applies in the case of a mining company or a corporation if:

(1) the written request notifies the commissioner that the corporation contem-
plates dissolution at or before the expiration of the 18-month period;

(2) the dissolution is begun in good faith before the expiration of the 18-month
period; and

(3) the dissolution is completed within the 18-month period.

Subd. 13. Time limit for assessment and collection for transferee or fiduciary. The
period of limitation for assessment and collection of any liability of a transferee or
fiduciary is as follows:

(1) In the case of the liability of an initial transferee of the property of the
taxpayer, the tax may be asscssed within one year after the expiration of the period of
limitation of asscssment against the taxpayer. The tax may be collected by action
brought within one year after the expiration of the period of limitation for the starting
of an action against the taxpayer.

(2) In the case of the liability of the transferee of a transferee of the property of
the taxpayer, the tax may be assessed within one year after the expiration of the period
of limitation for assessment against the preceding transferee, but only if within 3-1/2
years after the expiration of the period of limitation for assessment against the
taxpayer. The tax may be collected by action brought within one year after the
expiration of the period of limitation for the starting of an action against the preceding
transferee, but only if within four ycars after the expiration of the period of limitation
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for bringing an action against the taxpayer; except that if before the expiration of the
period of limitation for the assessment of the liability of the transferee a court
proceeding for the collection of the tax or liability has been begun against the taxpayer
or last preceding transferee, liability of the transferee expires one year after the return
of execution in the court proceeding and the period of limitation for collection by
action will expire one ycar after the liability is assessed.

(3) In the case of the liability of a fiduciary, the tax may be assessed up to one year
after the liability arises or not later than the expiration of the period for collection of
the tax for which the liability arises, whichever is later, and may be collected by action
brought within one year after assessment.

(4) For the purposcs of this subdivision, if the taxpayer is deceased, or in the case
of a corporation, has ended its existence, the period of limitation for assessment against
the taxpayer will be the period that would be in effect had death or termination of
existence not occurred.

As used in this subdivision, the term “transferee” includes heir, legatee, devisce,
and distributee.

Subd. 14. Failure to timely file withholding reconciliation. If an employer fails to
timely file the reconciliation required by section 289A.09, subdivision 2, paragraph (d),
withholding taxes may be assessed within the period prescribed in subdivision 1, or
within one year from the date the reconciliation is filed with the commissioner,
whichever is later. _

History: 1990 ¢ 480 art 1 s 18; 1991 ¢ 291 art 6 s 12,13,46; art 11 5 9; 1992 ¢ 511 art
6519,1993c375art 85 14; 1994 ¢ 587 art 1 5 24; 1995 ¢ 264 art 105 3, 1997 c 31 art 1 s
11; 1998 ¢ 300 art 1 s 3

289A.39 LIMITATIONS; ARMED SERVICES.

Subdivision 1. Extensions for service members. (a) Thc limitations of time
provided by this chapter, chapter 290 relating to income taxes, chapter 271 relating to
the Tax Court for filing returns, paying taxes, claiming refunds, commencing action
thereon, appealing to the Tax Court from orders relating to income taxes, and the filing
of petitions under chapter 278 that would otherwise be due May 15, 1996, and
appealing to the Supreme Court from decisions of the Tax Court relating to income
taxes are extended, as provided in section 7508 of the Internal Revenue Code.

(b) If a member of the National Guard or reserves is called to active duty in the
armed forces, the limitations of time provided by this chapter and chapters 290 and
290A relating to income taxes and claims for property tax refunds are extended by the
following period of time:

(1) in the case of an individual whose active service is in thc United States, six
months; or

(2) in the case of an individual whose active service includes service abroad, the
period of initial service plus six months.

Nothing in this paragraph reduces the time within which an act is required or
permitted under paragraph (a). '

(c) If an individual entitled to the benelit of paragraph (a) files a return during the
period disregarded under paragraph (a), interest must be paid on an overpayment or
refundable crcdit from the due date of the return, notwithstanding section 289A.56,
subdivision 2.

(d) The provisions of this subdivision apply to the spouse of an individual entitled
to the benefits of this subdivision with respect to a joint return filed by the spouses.

Subd. 2. Interest and penalties. Infercst on income tax must not be assessed or
collected from an individual, and interest must not be paid upon an income tax refund
to any individual, with respect to whom, and for the period during which, the
limitations or time are extended as provided in subdivision 1. A penalty will not be
assessed or collected from an individual for failure during that period to perform an act
required by the laws described in subdivision 1.
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Subd. 3. Assessments; actions. The time limitations provided for the assessment of
a tax, penalty, or interest, are extended, with respect to those individuals and for the
period provided in subdivision 1 and for a further pecriod of six months; and the time
limitations for the commencement of action to collect a tax, penalty, or interest from
those individuals are extended for a period ending six months after the expiration of
the time for asscssment as provided in this section.

Subd. 4. Applicability. Nothing in this section reduccs the time within which an act
is required or permitted under this chapter.

Subd. 5. Extension limitations. This section does not extend the time for perform-
ing any of the acts set forth in this chapter beyond the expiration of three months after
the appointment of a pcrsonal representative or guardian, in this state, for any
individual described in this section, except as provided in subdivision 6.

Subd. 6. Death while serving in armed forces. If an individual dies while in active
service as a member of the military or naval forccs of the United Statces or of any of the
United Nations, an income tax imposed under chapter 290 will not be imposed for the
taxable year in which the individual dies. Income tax imposcd for a prior taxable ycar
that is unpaid at the date of death (including additions to the tax, penalties) must not
be assessed, and if assessed, the assessment must be abated. In addition, upon the filing
of a claim for refund within seven years from the date the return was filed, the tax paid
or collected with respect to any taxable year beginning after December 31, 1949, during
which the decedent was in active service must be refunded.

Subd. 7. Death of civilian while outside United States. If an individual dies while a
civilian employee of the United States as a result of wounds or injuries incurred while
the individual was a civilian employee of the United States, and which were incurred
outside the United States in a terroristic or military action, a tax imposed by chapter
290 does not apply with respect to the taxable year in which the death falls and with
respect to any prior taxable years in the period beginning with the last taxable year
cnding before the taxable year in which the wounds or injury were incurred. Terroristic
or military action has the meaning given it in section 692(c)(2) of the Internal Revenue
Code.

History: 1990 ¢ 480 art 1 5 19; 1991 ¢ 18 s 2; 1991 ¢ 291 art 6 s 46; art 21 s 12; 1992
c 51l art 6519, 1993 ¢ 375 art 8 s 14; 1994 ¢ 587 art 1 s 24; 1996 ¢ 471 art 4 s 2

289A.40 LIMITATIONS ON CLAIMS FOR REFUND.

Subdivision 1. Time limit; gencrally. Unless otherwise provided in this chapter, a
claim for a refund of an overpayment of state tax must be filed within 3-1/2 years from
the date prescribed for filing the return, plus any cxtension of time granted for filing
the return, but only if filed within the extended time, or onc year from the date of an
order asscssing tax under scction 289A.37, subdivision 1, or an order determining an
appeal under section 289A.65, subdivision 8, or one ycar from the date of a return
made by the commissioner under section 289A.35, upon payment in full of the tax,
penalties, and interest shown on the order or rcturn made by the commissioner,
whichever period expires later. Claims for refund, except for taxes under chapter 297A,
filed after the 3-1/2 year period but within thc one-year period are limited to the
amount of the tax, penalties, and interecst on the order or return made by the
commissioner and to issucs determined by the order or return made by the commis-
sioner.

In thc case of assessments under scction 289A.38, subdivision 5 or 6, claims for
refund under chapter 297A filed after the 3-1/2 year period but within the one-year
period are limited to the amount of the tax, penalties, and interest on the order or
return made by the commissioner that arc due for the period before the 3-1/2 year
period.

Subd. la. Individual income taxes; suspension during period of disability. If the
taxpaycr meets the requirements for suspending the running of the time period to file a
claim for refund under section 6511(h) of the Internal Revenue Code, the time period

Copyright © 2004 Revisor of Statutes, State of Minnesota. All Rights Reserved.



MINNESOTA STATUTES 2004

289A.40 TAX ADMINISTRATION AND COMPLIANCE 440

in subdivision 1 for the taxpayer to file a claim for an individual income tax refund is
suspended.

Subd. 2. Bad debt loss. If a claim relates to an overpayment because of a failure to
deduct a loss due to a bad debt or to a security becoming worthless, the claim is
considered timely if filed within seven years from the date prescribed for the filing of
the return. A claim relating to an overpayment of taxes under chapter 297A must be
filed within 3-1/2 years from the date prescribed for filing the return, plus any
extensions granted for filing the return, but only if filed within the extended time. The
refund or credit is limited to the amount of overpayment attributable to the loss. “Bad
debt” for purposes of this subdivision, has the same meaning as that term is used in
United States Code, title 26, section 166, except that the following are excluded from
the calculation of bad debt: financing charges or interest; sales or use taxes charged on
the purchase price; uncollectiblc amounts on property that remain in the possession of
the seller until the full purchase price is paid; expenses incurred in attempting to collect
any debt; and repossessed property.

Subd. 3. Net operating loss; individuals. A refund or credit must be allowed for a
net operating loss carryback to any taxable year authorized by section 290.095, or
section 172 of the Internal Revenue Code, but the refund or credit is limited to the
amount of overpayment arising from the carryback.

Subd. 4. Property tax refund claims. A property tax refund claim under chapter
290A is not allowed if the initial claim is filed more than one year after the original due
date for filing the claim.

History: 1990 ¢ 480 art 1 s 20; 1991 ¢ 291 art 6 s 46; 1992 ¢ 511 art 6 5 19; 1993 ¢
375art 8s 14; art 105 18; 1994 ¢ 587 art 1 s 24; 1995 ¢ 264 art 135 11; 1996 ¢ 471 art 2 s
7;1997 c 84 art 35 1; art 65 24; 1999 ¢ 243 art 16 s 15,16; 2001 ¢ 7 s 57; 2003 ¢ 127 art 1
s4

289A.41 BANKRUPTCY; SUSPENSION OF TIME.

The running of the pcriod during which a tax must be assesscd or collection
proceedings commenced is suspended during the period from the date of a filing of a
petition in bankruptcy until 30 days after either notice to the commissioner of revenue
that the bankruptcy proceedings have been closed or dismissed, or thc automatic stay
has been terminated or has expired, whichever occurs first.

The suspension of the statute of limitations under this section applies to the
person the petition in bankruptcy is filed against and other persons who may also be
wholly or partially liable for the tax.

History: 1990 c 480 art 1 5 21

289A.42 CONSENT TO EXTEND STATUTE.

Subdivision 1. Extension agreement. If before the expiration of time prescribed in
sections 289A.38 and 289A.40 for the assessment of tax or the filing of a claim for
refund, both the commissioner and the taxpayer have consented in writing to the
assessment or filing of a claim for refund after that time, the tax may be assessed or the
claim for refund filed at any time before the expiration of the agreed upon period. The
period may be extended by later agreements in writing before the expiration of the
period previously agreed upon. The taxpayer and the commissioner may also agree to
extend the period for collection of the tax. _

Subd. 2. Federal extensions. When a taxpayer consents to an extension of time for
the assessment of federal withholding or income taxes, the period in which the
commissioner may recompute the tax is also extended, notwithstanding any period of
limitations to the contrary, as follows:

(1) for the periods provided in section 289A.38, subdivisions 8 and 9;

(2) for six months following the expiration of the extended federal period of
limitations when no change is made by the federal authority. If no change is made by
the federal authority, and, but for this subdivision, the commissioner’s time period to
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adjust the tax has expired, and if the commissioner has completed a field audit of the
taxpayer, no additional changes resulting in additional tax due or a refund may be
made. For purposes of this subdivision, “field audit” has the meaning given it in section
289A.38, subdivision 9.

History: 1990 ¢ 480 art 1 s 22; 1991 ¢ 291 art 6 s 14; art 16 s 9; 1998 ¢ 300 art 1 s 4

289A.43 PROHIBITION OF SUITS TO RESTRAIN ASSESSMENT OR COLLEC-
TION.

Except for the express procedures in this chapter, chapters 270 and 271, and any
other tax statutes for contesting the assessment or collection of taxes, penalties, or
interest administered by the commissioner of revenue, and except for an action
challenging the constitutionality of a tax statute on its face, if it is demonstrated to the
court by clear and convincing evidence that under no circumstances would the
commissioner ultimately prevail and that the taxpayer will suffer irreparable harm if the
relief sought is not granted, no suit to restrain assessment or collection, including a
declaratory judgment action, can be maintained in any court by any person.

History: 1992 ¢ 511 art 7s 11; 1995 ¢ 264 art 145 1
REFUNDS

289A.50 CLAIMS FOR REFUNDS.

Subdivision 1. General right to refund. (a) Subject to the requirements of this
section and section 289A.40, a taxpayer who has paid a tax in excess of the taxes
lawfully due and who files a written claim for refund will be refunded or credited the
overpayment of the tax determined by thc commissioner to be erroneously paid.

(b) The claim must specify the name of the taxpaycr, the date when and the period
for which the tax was paid, the kind of tax paid, the amount of the tax that the taxpayer
claims was erroneously paid, the grounds on which a refund is claimed, and other
information relative to the payment and in the form required by the commissioner. An
income tax, estate tax, or corporate franchisc tax return, or amended return claiming an
overpayment constitutes a claim for refund.

(c) When, in the course of an examination, and within the time for requesting a
refund, the commissioner determines that there has been an overpayment of tax, the
commissioner shall refund or credit the overpayment to the taxpayer and no demand is
necessary. If the overpayment exceeds $1, the amount of the overpayment must be
refunded to the taxpayer. If thc amount of the overpayment is lcss than $1, the
commissioner is not rcquired to refund. In thesc situations, the commissioner does not
have to make written findings or serve notice by mail to the taxpayer.

(d) If the amount allowable as a credit for withholding, estimated taxes, or
dependent care exceeds the tax against which the credit is allowable, the amount of the
cxcess is considered an overpayment. The refund allowed by section 290.06, subdivision
23, is also considered an overpayment. The requirements of section 270.10, subdivision
1, do not apply to the refunding of such an overpayment shown on the original return
filed by a taxpayer.

(e) If the entertainment tax withheld at the source excecds by $1 or more the
taxes, penalties, and interest reported in the return of the entcrtainment entity or
imposed by scction 290.9201, the excess must be refunded to the entertainment entity.
It the exccss is less than $1, the commissioner need not refund that amount.

(f) If the surety deposit required for a construction contract exceeds the liability of
the out-of-state contractor, the commissioner shall refund the difference to the
contractor.

(g) An action of the commissioner in refunding the amount of the overpayment
does not constitute a determination of the correctness of the return of the taxpayer.

(h) There is appropriated from the general fund to the commissioner of revenue
the amount necessary to pay refunds allowed under this scction.
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Subd. la. Refund form. On or before January 1, 2000, the commissioner of
revenue shall prepare and make available to taxpayers a form for filing claims for
refund of taxes paid in excess of the amount due. If the commissioner fails to prepare a
form under this subdivision by January 1, 2000, any claims for refund made after
January 1, 2000, and up to tcn days after the form is made available to taxpaycrs are
deemed to be made in compliance with the requirement of the form.

Subd. 2. Refund of sales tax to vendors; limitation. If a vendor has collected from
a purchaser and remitted to the state a tax on a transaction that is not subject to the
tax imposcd by chapter 297A, the tax is refundable to the vendor only if and to the
extent that the tax and any interest earned on the tax is credited to amounts due to the
vendor by the purchaser or returned to the purchaser by the vendor. In addition to the
requirements of subdivision 1, a claim for refund under this subdivision must state in
writing that the tax and interest earned on the tax has been or will be refunded or
credited to the purchaser by the vendor.

Subd. 2a. Refund of sales tax to purchasers. (a) If a vendor has collected from a
purchaser a tax on a transaction that is not subject to the tax imposed by chapter 297A,
the purchaser may apply directly to the commissioner for a refund under this section if:

(1) the purchaser is currently registered or was registered during the period of the
claim, to collect and remit the sales tax or to remit the use tax; and

(2) either

(i) the amount of the refund to be applied for exceeds $500, or

(i) the amount of the refund to be applied for does not exceed $500, but the
purchaser also applies for a capital equipment claim at the same time, and the total of
the two refunds exceeds $500.

(b) The purchaser may not file more than two applications for refund under this
subdivision in a calendar year.

Subd. 2b. Certified service provider; bad debt claim. A certified service provider,
as defined in section 297A.995, subdivision 2, may claim on behalf of a taxpayer that is
its client any bad debt allowance provided by section 297A.81. The certified service
provider must credit or refund to its client the full amount of any bad debt allowance
or refund received.

Subd. 2c. Notice from purchaser to vendor requesting refund. (a) If a vendor has
collected from a purchaser a tax on a transaction that is not subject to the tax imposed
by chapter 297A, the purchaser may seek from the vendor a rciurn of over-collected
sales or use taxes as follows:

(1) the purchaser must provide written notice to the vendor;

(2) the notice to the vendor must contain the information necessary to determine
the validity of the request; and

(3) no cause of action against the vendor accrues until the vendor has had 60 days
to respond to the written notice.

(b) In connection with a purchaser’s request from a vendor of over-collected sales
or use taxes, a vendor is presumed to have a reasonable business practice, if in the
collection of such sales or use taxes, the vendor: (1) uses a certified service provider as
defined in section 297A.995, a certified automated system, as defined in section
297A.995, or a proprietary system that is certified by the state; and (2) has remitted to
the state all taxes collected less any deductions, credits, or collection allowances.

Subd. 3. Withholding tax and entertainer withholding tax refunds. When there is
an overpayment of withholding tax by an employer or a person making royalty
payments, or an overpayment of entertainer withholding tax by the payor, a refund
allowable under this section is limited to the amount of the overpayment that was not
deducted and withheld from employee wages or from the royalty payments, or from the
compensation of an entertainer.

Subd. 4. Notice of refund. The commissioner shall determine the amount of
refund, if any, that is due, and notify the taxpayer of the determination as soon as
practicable after a claim has been filed.
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Subd. 5. Withholding of refunds from child support and maintenance debtors. (2)
If a court of this state finds that a person obligated to pay child support or maintenance
is delinquent in making payments, the amount of child support or maintenance unpaid
and owing, including attorney fees and costs incurred in ascertaining or collecting child
support or maintenance, must be withheld from a refund duc the person under chapter
290. The public agency responsible for child support enforcement or the parent or
guardian of a child for whom the support, attorney fees, and costs are owed or the
party to whom maintenance, attorney fees, and costs are owed may petition the district
court for an order providing for the withholding of the amount of child support,
maintenance, attorney fees, and costs unpaid and owing as determined by court order.
The person from whom the refund may be withheld must be notified of the petition
under the Rules of Civil Procedure beforc the issuance of an order under this
subdivision. The order may be granted on a showing to the court that required support
or maintenance payments, attorney fees, and costs have not been paid when they were
due.

(b) On order of the court, the commissioncr shall withhold the money from the
refund due to the person obligated to pay the child support or maintenance. The
amount withheld shall be remitted to the public agency responsible for child support
enforcement, the parent or guardian petitioning on behalf of the child, or the party to
whom maintenance is owed, after any delinquent tax obligations of the taxpayer owed
to the rcvenue department have been satisfied and after deduction of the fee
prescribed in section 270A.07, subdivision 1. An amount received by the responsible
public agency, or the petitioning parent or guardian, or the party to whom maintenance
is owed, in excess of the amount of public assistance spent for the benefit of the child
to be supported, or the amount of any support, maintenance, attorncy fees, and costs
that had been the subject of the claim under this subdivision that has been paid by the
taxpayer before the diversion of the refund, must be paid to the person entitled to the
money. If the refund is bascd on a joint return, the part of the refund that must be paid
to the petitioner is the proportion of the total refund that equals the proportion of the
total federal adjusted gross income of the spouses that is the federal adjusted gross
income of the spouse who is delinquent in making the child support or maintenance
payments.

(c) A petition filed under this subdivision remains in effect with respect to any
refunds due under this section until the support or maintenance, attorney fees, and
costs have been paid in full or the court orders the commissioner to discontinue
withholding the money from the refund due the person obligated to pay the support or
maintenance, attorney fees, and costs. If a petition is filed under this subdivision
concerning child support and a claim is made under chapter 270A with respect to the
individual’s refund and notices of both are reccived before the time when payment of
the refund is made on either claim, the claim relating to the liability that accrued first
in time must be paid first. The amount of the refund remaining must then be applied to
the other claim.

Subd. 6. [Repealcd, 1998 ¢ 389 art 6 s 20]

Subd. 7. Remedies. (a) If the taxpayer is notified by the commissioner that the
refund claim is denied in whole or in part, the taxpayer may:

(1) file an administrative appeal as provided in section 289A.65, or an appeal with
the Tax Court, within 60 days after issuance of the commissioner’s noticc of denial; or

(2) file an action in the district court to recover the refund.

(b) An action in the district court on a denied claim for refund must be brought
within 18 months of the date of the denial of the claim by the commissioner.

(c) No action in the district court or the Tax Court shall be brought within six
months of the filing of the refund claim unless the commissioner denies the claim
within that period.

(d) If a taxpayer files a claim for refund and the commissioner has not issued a
denial of the claim, thc taxpayer may bring an action in the district court or the Tax
Court at any time after the expiration of six months from the time the claim was filed.
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(e¢) The commissioner and the taxpayer may agree to extend the period for
bringing an action in the district court.

(f) An action for refund of tax by the taxpayer must be brought in the district court
of the district in which lies the county of the taxpayer’s residence or principal place of
business. In the case of an estate or trust, the action must be brought at the principal
place of its administration. Any action may be brought in the district court for Ramsey
County.

Subd. 8. Mistake discovered by commissioner. If money has been crroneously
collected from a taxpayer or other person, the commissioner shall, within the period
named in section 289A.40 for filing a claim for refund, and, subject to the provisions of
section 270.07, subdivision 5, chapter 270A, and this section, grant a rcfund to that
taxpayer or other person.

Subd. 9. Petition in Tax Court; refund of interest. Notwithstanding any other law,
within one year after a decision of the Tax Court upholding an assessment of the
commissioner of revenue becomes final, if the taxpayer has paid the assessment in full,
plus intcrest calculated by the commissioner, the taxpayer may petition the Tax Court
to reopen the case solely for a determination that the interest paid exceeds the interest
legally due, and if so, the amount of the overpayment. A determination of overpayment
of interest under this subdivision is a determination of overpayment of tax under
scction 271.12, and is revicwable in the same manner as any other decision of the Tax
Court.

Subd. 10. Limitation on refund. If an addition to federal taxable income under
section 290.01, subdivision 19a, clause (1), is judicially determined to discriminate
against interstate commerce, the legislature intends that the discrimination be remedied
by adding interest on obligations of Minnesota governmental units and Indian tribes to
fedcral taxable income. This subdivision applies beginning with the taxable years that
begin during the calendar ycar in which the court’s decision is final. Other remedies
apply for previous taxable years.

History: 1990 c 480 art 1 s 23; 1990 ¢ 604 art 1 s 21; 1991 ¢ 291 art 6 5 15; 1992 ¢
S51Tart 7512, 1993 ¢ 32256, 1993 c 375 art 8s 4; 1995c 264 art 1 s 1; art 195 5; 1996 ¢
471 art 2.5 8; 1999 ¢ 243 art 16 s 17,18; 2001 ¢ 7 s 58; 15p2001 ¢ 5 art 7 5 33; art 12 s 3;
2003 c 127 art 15 5,6; art 65 1

INTEREST

289A.55 INTEREST PAYABLE TO COMMISSIONER.

Subdivision 1. Interest rate. When interest is required under this section, interest
is computed at the rate specified in section 270.75.

Subd. 2. Late payment. If a tax is not paid within the time named by law for
payment, the unpaid tax bears interest from the date the tax should have been paid
until the date the tax is paid.

Subd. 3. Extensions. When an extension of time for payment has been granted,
interest must be paid from the date the payment should have been made, if no
extension had been granted, until the date the tax is paid.

Subd. 4. Additional assessments. When a taxpayer is liable for additional taxes
because of a redetermination by the commissioner, or for any other reason, the
additional taxcs bear interest from the time the tax should have been paid, without
regard to an extension allowed, until the date the tax is paid.

Subd. 5. Excessive claims for refunds under chapter 290A. When it is determined
that a claim for a property tax refund was excessive, the amount that the taxpayer must
repay bears interest from the date the claim was paid until the date of repayment.

Subd. 6. Erroneous refunds. In the case of an erroneous refund, interest begins to
accruc from the date the refund was paid unless the erroneous refund results from a
mistake of the department, in which case no interest or penalty will be imposed, unless
the deficiency assessment is not satisfied within 60 days of the order.
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Subd. 7. Installment payments; estate tax. Interest must be paid on unpaid
installment payments of the tax authorized under section 289A.30, subdivision 2,
beginning on the date the tax was due without regard to extensions allowed or
extensions elected, at the rate given in scction 270.75.

Subd. 8. Interest on judgments. Notwithstanding section 549.09, if judgment is
entcred in favor of the commissioner with regard to any tax, the judgment bears
interest at the rate given in section 270.75 from the date the judgment is entered until
the date of payment.

Subd. 9. Interest on penalties. (a) A penalty imposed under scction 289A.60,
subdivision 1, 2, 2a, 4, 5, 6, or 21 bears interest from the date the return or payment
was required to be filed or paid, including any extensions, to the date of payment of the
penalty.

(b) A penalty not included in paragraph (a) bears intcrest only if it is not paid
within 60 days from the date of notice. In that case interest is imposed from the date of
notice to the datc of payment.

History: 1990 ¢ 480 art 1 s 24; 1995 ¢ 264 art 10 s 4; 1999 ¢ 243 art 16 s 19; 2000 ¢
490 art 135 12; 1Sp2001 c S art 11 s 1

289A.56 INTEREST ON OVERPAYMENTS.

Subdivision 1. Interest rate. When interest is due on an overpayment under this
section, it must be computed at the rate specified in section 270.76.

Subd. 2. Corporate franchise, mining company, individual and fiduciary income,
and entertainer tax overpayments. Interest must be paid on an overpayment refunded
or credited to the taxpayer from the date of payment of the tax until the date the
refund is paid or credited. For purposes of this subdivision, the prepayment of tax
made by withholding of tax at the source or payment of estimated tax before the due
date is considered paid on the last day prescribed by law for the payment of the tax by
the taxpayer. A return filed before the due date is considered as filed on the due date.

When the amount of tax withheld at the source or paid as estimated tax or
allowable as other refundable credits, or withheld from compensation of cntertainers,
excecds the tax shown on the original return by $10, the amount refunded bears
interest from 90 days after (1) the due date of the return of the taxpayer, or (2) the
date on which the original return is filed, whichever is later, until the date the refund is
paid to the taxpayer. Where the amount to be refunded is less than $10, no interest is
paid. However, to the extent that the basis for the refund is a net operating loss
carryback, intercst is computed only from the end of the taxable year in which the loss
occurs.

Subd. 3. Withholding tax, entertainer withholding tax, withholding from payments
to out-of-state contractors, estate tax, and sales tax overpayments. When a refund is
duc for overpayments of withholding tax, entertainer withholding tax, or withholding
from payments to out-of-state contractors, interest is computed from the date of
payment to the date the refund is paid or credited. For purposcs of this subdivision, the
date of payment is the later of the date the tax was finally due or was paid.

For the purposes of computing interest on estate tax refunds, interest is paid from
the later of the date of overpayment, the date the estate tax return is due, or the date
the original estate tax return is filed to the date the refund is paid.

For purposes of computing interest on sales and use tax refunds, interest is paid
from the date of payment to the date the refund is paid or credited, if the refund claim
includes a detailed schedule reflecting the tax periods covered in the claim. If the
refund claim submitted does not include a detailed schedule reflecting the tax periods
covered in the claim, interest is computed from the date the claim was filed.

Subd. 4. Capital equipment and certain building materials refunds; refunds to
purchasers. Notwithstanding subdivision 3, for refunds payablc under sections 297A.75, .
subdivision 1, and 289A.50, subdivision 2a, interest is computed from 90 days after the
refund claim is filed with thc commissioner.
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Subd. 5. Sales tax or sales tax on motor vehicles; retailers. In the case of a refund
allowed under section 297A.90, subdivision 3, interest is allowed only from the date on
which thc person has both registered as a retailer and filed a claim for refund.

Subd. 6. Property tax refunds under chapter 290A. (a) When a renter is owed a
property tax refund, an unpaid refund bears interest after August 14, or 60 days after
the refund claim was made, whichever is later, until the date the refund is paid.

(b) When any other claimant is owed a property tax refund, the unpaid refund
bears interest after September 29, or 60 days after the refund claim was made,
whichever is later, until the date the refund is paid.

History: 1990 ¢ 480 art 1 s 25; 1991 ¢ 291 art 11 s 10; 1993 ¢ 375 art 9 5 15; 1994 ¢
587 art 25 21; 1996 ¢ 471 art 25 9, 1997 ¢ 231 art 7s 1; 1999 ¢ 243 art 4 s 3; 2000 ¢ 418
art 1544, 2003 c 127 art1s7; art 3s 4

CIVIL PENALTIES

289A.60 CIVIL PENALTIES.

Subdivision 1. Penalty for failure to pay tax. (a) If a corporate franchise, fiduciary
income, mining company, estate, partnership, S corporation, or nonresident entertaincr
tax is not paid within the time specificd for payment, a penalty of six percent is added
to the unpaid tax, except that if a corporation or mining company meets the
requirements of section 289A.19, subdivision 2, the penalty is not imposed.

(b) For the taxes listed in paragraph (a), in addition to the penalty in that
paragraph, whether imposed or not, if a return or amended return is filed after the due
date, without regard to extensions, and any tax reported as remaining due is not
remitted with the return or amended return, a penalty of five percent of the tax not
paid is added to the tax. If the commissioner issues an order assessing additional tax for
a tax listed in paragraph (a), and the tax is not paid within 60 days after the mailing of
the order or, if appealed, within 60 days after final resolution of the appeal, a penalty
of five percent of the unpaid tax is added to the tax.

(¢) If an individual income tax is not paid within the time specified for payment, a
penalty of four percent is added to the unpaid tax. There is a presumption of
reasonable cause for the late payment if the individual: (i) pays by the due date of the
return at least 90 percent of the amount of tax, after credits other than withholding and
estimated payments, shown owing on the return; (ii) files the return within six months
after the due date; and (iii) pays the remaining balance of the reported tax when the
return is filed.

(d) If the commissioner issues an order assessing additional individual income tax,
and the tax is not paid within 60 days after the mailing of the order or, if appealed,
within 60 days after final resolution of the appeal, a penalty of four percent of the
unpaid tax is added to the tax.

(e) If a withholding or sales or use tax is not paid within the time specified for
payment, a penalty must be added to the amount required to be shown as tax. The
penalty is five percent of the tax not paid on or before the date specified for payment
of the tax if the failure is for not more than 30 days, with an additional penalty of five
percent of the amount of tax remaining unpaid during each additional 30 days or
fraction of 30 days during which thc failurc continues, not exceeding 15 percent in the
aggregate. )

Subd. 2. Penalty for failure to make and file return. If a taxpayer fails to make and
file a tax return within the time prescribed, including an extension, or fails to file an
individual income tax return within six months after the due date, a penalty of five
percent of the amount of tax not paid by the end of that period is added to the tax.

Subd. 2a. Penalties for extended delinquency. (a) If an individual income tax is not
paid within 180 days after the date of filing of a return or, in the case of taxes assessed
by the commissioner, within 180 days after the assessment date or, if appealed, within
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180 days after final resolution of the appeal, an extended delinquency penalty of five
percent of the tax remaining unpaid is added to the amount due.

(b) If a corporate franchise, fiduciary income, mining company, estate, partnership,
S corporation, or nonresident entertainer tax rcturn is not filed within 30 days after
written demand for the filing of a delinquent return, an extended delinquency penalty
of five percent of the tax not paid prior to the demand is added to the tax, or in the
casc of an individual income tax return, a minimum penalty of $100 or the five percent
penalty is imposed, whichever amount is greater.

Subd. 3. [Repealed, 1Sp2001 ¢ 5 art 11 s 8]

Subd. 4. Substantial understatement of liability; penalty. The commissioncr of
revenue shall impose a penalty for substantial understatement of any tax payable to the
commissioner, except a tax imposed under chapter 297A.

There must be added to the tax an amount equal to 20 pcrcent of the amount of
any underpayment attributable to the understatement. There is a substantial under-
statement of tax for the period if the amount of the understatement for the period
exceeds the greater of: (1) ten percent of the tax requircd to be shown on the return
for the period; or (2)(a) $10,000 in the case of a mining company or a corporation,
other than an S corporation as defined in section 290.9725, when the tax is imposed by
chapter 290, or (b) $5,000 in the case of any other taxpayer, and in the case of a mining
company or a corporation any tax not imposed by chapter 290 or scction 298.01 or
298.015. The term “understatement” means the excess of the amount of the tax
required to be shown on the return for the period, over the amount of the tax imposed
that is shown on the return. The amount of the understatement shall be reduced by
that part of the understatement that is attributable to the tax treatment of any item by
the taxpayer if there is or was substantial authority for the treatment, or any item with
respect to which the relevant facts affecting the item’s tax treatment are adequately
disclosed in the rcturn or in a statement attached to the return. The special rules in
cases involving tax shelters provided in section 6662(d)(2)(C) of the Internal Revenue
Code shall apply and shall apply to a tax shelter the principal purpose of which is the
avoidance or evasion of state taxes. The commissioner may abate all or any part of the
addition to the tax provided by this section on a showing by the taxpayer that there was
reasonable cause for the understatement, or part of it, and that the taxpayer acted in
good faith. The additional tax and penalty shall bear interest at the rate specified in
section 270.75 from the time the tax should have been paid until paid.

Subd. 5. Penalty for intentional disregard of law or rules. If part of an additional
assessment is due to negligence or intentional disregard of the provisions of the
applicable tax laws or rules of the commissioner, but without intent to defraud, there

Subd. 5a. Penalty for repeated failures to file returns or pay taxes. If there is a
pattern by a person of repeated failures to timely file withholding or sales or use tax
returns or timely pay withholding or sales or use taxes, and written notice is given that
a penalty will be imposcd if such failures continue, a penalty of 25 percent of the
amount of tax not timely paid as a result of each such subsequent failure is added to
the tax. The penalty can be abated under the abatement authority in scction 270.07,
subdivisions 1, paragraph (e), and 6.

Subd. 6. Penalty for false or fraudulent return, evasion. If a person files a false or
fraudulent rcturn, or attempts in any manner to evadc or defeat a tax or payment of
tax, there is imposed on the person a penalty equal to 50 percent of the tax, less
amounts paid by thc person on the basis of the false or fraudulent return, due for the
period to which the return related.

Subd. 7. Penalty for frivolous return. If a taxpayer files what purports to be a tax
return or a claim for refund but which does not contain information on which the
substantial correctness of the purported return or claim for refund may be judged or
contains information that on its facc shows that the purported return or claim for
refund is substantially incorrect and the conduct is due to a position that is frivolous or
a desire that appears on the purported return or claim for refund to delay or impede
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the administration of Minnesota tax laws, then the individual shall pay a penalty of the
greater of $1,000 or 25 percent of the amount of tax required to be shown on the
return. In a proceeding involving the issue of whether or not a person is liable for this
penalty, the burden of proof is on the commissioner.

Subd. 8. Penalty for failure to file informational return. In the casc of a failure to
file an informational rcturn required by section 289A.12 with the commissioner on the
date prescribed (determined with regard to any extension of time for filing), the person
failing to file the return shall pay a penalty of $50 for each failure or in the case of a
partnership, S corporation, or fiduciary return, $50 for each partner, shareholder, or
beneficiary; but the total amount imposed on the delinquent person for all failures
during any calendar year must not exceed $25,000. If a failure to file a return is due to
intentional disregard of the filing requirement, then the penalty imposed under the
preceding sentence must not be less than an amount equal to:

(1) in the case of a return not described in clause (2) or (3), ten percent of the
aggregate amount of the items required to be reported;

(2) in the case of a return required to be filed under section 289A.12, subdivision
5, five percent of the gross proceeds required to be reported; and

(3) in the case of a return required to be filed under section 289A.12, subdivision
9, relating to direct sales, $100 for each failure; however, the total amount imposed on
the delinquent person for intentional failures during a calendar year must not exceed
$50,000. The penalty must be collected in the same manner as a delinquent income tax.

Subd. 9. [Repealed, 1996 ¢ 305 art 1 s 64]

Subd. 10. Penalty for failure to provide Social Security number as required. A
person who is required by law to: (1) give the person’s Social Security account number
to another person; or (2) include in a return, statement, or other document made with
respect to another person that individual’s Social Security account number, who fails to
comply with the requirement when prescribed, must pay a penalty of $50 for each
failure. The total amount imposed on a person for failures during a calendar year must
not exceed $25,000.

Subd. 11. Penalties relating to information reports, withholding. (a) When a
person required under section 289A.09, subdivision 2, to give a statement to an
cmployee or payee and a duplicate statement to thc commissioner, or to give a
reconciliation of the statements and quarterly returns to the commissioner, gives a false
or fraudulent statement to an employee or payee or a false or fraudulent duplicate
statement or reconciliation of statements and quarterly returns to the commissioner, or
fails to give a statement or the reconciliation in the manner, when due, and showing the
information required by section 289A.09, subdivision 2, or rules prescribed by the
commissioner under that section, that person is liable for a penalty of $50 for an act or
failure to act. The total amount imposed on the delinquent person for failures during a
calendar year must not exceed $25,00_0. )

(b) In addition to any other penalty provided by law, an employee who gives a
withholding exemption certificate or a residency affidavit to an employer that the
employee has reason to know contains a materially incorrect statement is liable to the
commissioner of revenue for a penalty of $500 for each instance.

(c) In addition to any other penalty provided by law, an employer who fails to
submit a copy of a withholding exemption certificate or a residency affidavit required
by section 290.92, subdivision 5a, clause (1)(a), (1)(b), or (2) is liable to the commis-
sioner of revenuc for a penalty of $50 for each instance.

(d) An employer or payor who fails to file an application for a withholding account
number, as required by section 290.92, subdivision 24, is liable to the commissioner for
a penalty of $100.

Subd. 12. Penalties relating to property tax refunds. (a) If the commissioner
determines that a property tax refund claim is or was excessive and was filed with
fraudulent intent, the claim must be disallowed in full. If the claim has been paid, the
amount disallowed may be recovered by assessment and collection.
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(b) If it is determined that a property tax refund claim is excessive and was
negligently prepared, ten percent of the corrected claim must be disallowed. If the
claim has been paid, the amount disallowed must be recovered by assessment and
collection.

(c) An owner who without rcasonable cause fails to give a certificate of rent
constituting property tax to a renter, as required by scction 290A.19, paragraph (a), is
liable to the commissioner for a penalty of $100 for cach failure.

(d) If the owner or managing agent knowingly gives rent certificates that report
total rent constituting property taxes in excess of the amount of actual rent constituting
property taxes paid on the rented part of a property, the owner or managing agent is
liable for a penalty equal to the greater of (1) $100 or (2) 50 percent of the cxcess that
is reported. An overstatement of rent constituting property taxes is presumed to be
knowingly made if it exceeds by ten percent or more the actual rent constituting
property taxes.

Subd. 13. Penalties for tax return preparers. (a) If an understatement of liability
with respect to a return or claim for refund is due to a willful attempt in any manner to
understate the liability for a tax by a person who is a tax return preparer with respect to
the return or claim, the person shall pay to the commissioner a penalty of $500. If a
part of a property tax refund claim is excessive due to a willful attempt in any manner
to overstate the claim for relicf allowed under chapter 290A by a person who is a tax
refund or return preparer, the person shall pay to the commissioner a penalty of $500
with respect to the claim. These penaltics may not be assessed against the employer of
a lax return preparer unless the employer was actively involved in the wiliful attempt to
understate the Hability for a tax or o overstate the claim for refund. These penalties
arc income tax liabilities and may be assessed at any time as provided in section
289A.38, subdivision 5.

(b) A civil action in the name of the state of Minnesota may be commenced to
enjoin any person who is a lax return preparer doing business in this state from further
engaging in any conduct described in paragraph (c). An action under this paragraph
must be brought by the attorney general in the district court for the judicial district of
the tax return preparer’s residence or principal place of business, or in which the
taxpayer with respect to whose tax rcturn the action is brought resides. The court may
exercise its jurisdiction over the action separate and apart from any other action
brought by the state of Minnesota against the tax return preparer or any taxpayer.

(c) In an action under paragraph (b), if the court finds that a tax return preparer
has:

(1) engaged in any conduct subject to a civil penalty under section 289A.60 or a
criminal penalty under section 289A.63;

(2) misrepresented the preparer’s eligibility to practice before the Department of
Revenue, or otherwise misrepresented the preparer’s experience or education as a tax
return preparer; ’

(3) guaranteed the payment of any tax refund or the allowance of any tax credit; or

(4) engaged in any other fraudulent or deceptive conduct that substantially
intcrferes with the proper administration of state tax law, and injunctive relief is
appropriate to prevent the recurrence of that conduct,

the court may enjoin the person from further engaging in that conduct.

(d) If the court finds that a tax return preparer has continually or repeatedly
cngaged in conduct described in paragraph (c), and that an injunction prohibiting that
conduct would not be sufficient to prevent the person’s interference with the proper
administration of state tax laws, the court may enjoin the person from acting as a tax
return preparer. The court may not enjoin the employer of a tax return preparer for
conduct described in paragraph (c) engaged in by one or more of thc employer’s
employees unless the employer was also actively involved in that conduct.

(e) For purposes of this subdivision, the term “understatement of liability” means
an understatement of the net amount payable with respect to a tax imposed by state tax
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law, or an overstatement of the net amount creditable or refundable with respcct to a
tax. The determination of whether or not there is an understatement of liability must
be made without regard to any administrative or judicial action involving the taxpayer.
For purposes of this subdivision, the amount determined for underpayment of estimat-
ed tax under cither section 289A.25 or 289A.26 is not considered an understatement of
liability.

(f) For purposes of this subdivision, the term “overstatement of claim” means an
overstatement of the net amount refundable with respect to a claim for property tax
relief provided by chapter 290A. The determination of whether or not there is an
overstatement of a claim must be made without regard to administrative or judicial
action involving the claimant.

(g) For purposes of this section, the term “tax refund or return preparer” means
an individual who prepares for compensation, or who employs one or more individuals
to preparc for compensation, a return of tax, or a claim for refund of tax. The
preparation of a substantial part of a return or claim for refund is treated as if it were
the preparation of the entire return or claim for refund. An individual is not considered
a tax return preparer merely because the individual:

(1) gives typing, reproducing, or other mechanical assistance;

(2) prepares a return or claim for refund of the employer, or an officer or
employee of the employer, by whom the individual is regularly and continuously
employed;

(3) prepares a return or claim for refund of any person as a fiduciary for that
person; or

(4) prepares a claim for refund for a taxpayer in response to a tax order issued to
the taxpayer.

Subd. 14. Penalty for use of sales tax exemption certificates to evade tax. A person
who uses an exemption certificate to buy property or purchase services that will be used
for purposes other than the exemption claimed, with the intent to evade payment of
sales tax to the seller, is subject to a penalty of $100 for each transaction where that use
of an exemption certificate has occurred.

Subd. 15. Accelerated payment of June sales tax liability; penalty for underpay-
ment. (a) For payments made after December 31, 2002, and before January 1, 2004, if
a vendor is required by law to submit an estimation of June sales tax liabilities and 75
percent payment by a certain date, the vendor shall pay a penaity equal to ten percent
of the amount of actual June liability required to be paid in June less the amount
remitted in June. The penalty must not be imposed, however, if the amount remitted in
June equals the lesser of 75 percent of the preceding May’s liability or 75 percent of
the average monthly liability for the previous calendar year.

(b) For payments made after December 31, 2003, if a vendor is required by law to
submit an estimation of June sales tax liabilities and 85 percent payment by a certain
date, the vendor shall pay a penalty equal to ten percent of the amount of actual June
liability required to be paid in June less the amount remitted in June. The penalty must
not be imposed, however, if the amount remitted in June equals the lesser of 85
percent of the preceding May’s liability or 85 percent of the average monthly liability
for the previous calendar year.

Subd. 16. Penalty for sales after revocation. A person who cngages in the business
of making retail sales after revocation of a permit under section 297A.86 is liable for a
penalty of $100 for cach day the person continues to make taxable sales.

Subd. 17. Operator of flea markets; penalty. A person who fails to comply with the
provisions of section 297A.87 is subject to a penalty of $100 for each day of each selling
event that the operator fails to obtain evidence that a seller is the holder of a valid
seller’s permit issued under section 297A.83.

Subd. 18. Payment of penalties. The penalties imposed by this section are collected
and paid in thc same manner as taxes.

Subd. 19. Penalties are additional. The civil penalties imposed by this scction are
in addition to the criminal penalties imposed by this chapter.
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Subd. 20. Penalty for promoting abusive tax shelters. Any person who:

(1)(i) organizes or assists in the organization of a partnership or other entity, an
investment plan or arrangement, or any other plan or arrangcment, or (ii) participates
in the sale of any intcrest in an entity or plan or arrangement referred to in clause (i);
and

(2) makes or furnishes in connection with the organization or sale a statement with
respect to the allowability of a deduction or credit, the excludability of income, or the
securing of any other tax benefit by reason of holding an interest in the entity or
participating in the plan or arrangement that the person knows or has reason to know
is false or fraudulent concerning any material matter, shall pay a penalty equal to the
greater of $1,000 or 20 percent of the gross income derived or to be derived by the
person from the activity.

The penalty imposed by this subdivision is in addition to any other penalty
provided by this section. The penalty must be collected in thc same manner as any
delinquent income tax. In a proceeding involving the issue of whether or not any
person is liable for this penalty, the burden of proof is upon the commissioner.

Subd. 21. Penalty for failure to make payment by electronic means. In addition to
other applicable penalties imposed by this section, after notification from the commis-
sioner to the taxpayer that payments are required to be made by electronic means
under section 289A.20, subdivision 2, paragraph (c), or 4, paragraph (c), or 289A.26,
subdivision 2a, and the payments arc remitted by some other means, there is a penalty
in the amount of five percent of each payment that should have been rcmitted
electronically. After the commissioner’s initial notification to the taxpayer that pay-
ments arc required to be made by clcctronic means, the commissioner is not required
to notify the taxpayer in subsequent periods if the initial notification specified the
amount of tax liability at which a taxpayer is required to remit payments by electronic
means, The penalty can be abated under the abatement procedures prescribed in
section 270.07, subdivision 6, if the failurc to remit the payment electronically is due to
reasonable cause.

Subd. 22. Composite returns. For the purposes -of the penaltics imposed by
subdivisions 1 and 2, the payment of a composite tax or filing of a composite return
pursuant to section 289A.08, subdivision 7, is considered the payment and filing of a
corporate tax.

Subd. 23. Withholding for nonresident partners or shareholders. For the purposcs
of the penalties imposed by subdivisions 1, 2, and 5a, the filing of returns required by
section 289A.09, subdivision 1, paragraphs (d) and (c¢), and the payment of amounts
withheld under section 290.92, subdivisions 4b and 4c, are considered filing and
payment corporate tax rather than withholding tax.

Subd. 24. Penalty for failure to notify of federal change. If a person fails to report
to the commissioner a change or correction of the person’s federal return in the
manner and time prescribed in section 289A.38, subdivision 7, there must be added to
the tax an amount equal to ten percent of the amount of any underpayment of
Minnesota tax attributable to the federal change.

Subd. 25. Penalty for failure to properly complete sales tax return. A person who
fails to report local sales tax on a sales tax return or who fails to report local sales tax
on separate tax lines on the sales tax return is subject to a penalty of five percent of the
amount of tax not properly reported on the return. A person who files a consolidated
tax return but fails to report location information is subject to a $500 penalty for cach
return not containing location information. In addition, the commissioner may revoke
the privilcge for a taxpayer to filc consolidated returns and may require the taxpayer to
separately register each location and to file a tax return for each location.

History: 1990 ¢ 480 art 1 5 26; 1991 ¢ 291 art 6 s 16,17,46; art 8 s 6; art 11 5 11; art
165 10; 1992 ¢ 511 art 65 19; 1993 ¢ 375 art 85 14, art 105 19-23; 1994 ¢ 510 art 2 5 2,3;
1994 ¢ 587 art 1 s 24; art 125 6;, 1995 c 264 art 45 9; art 10 s 5; art 11 5 8 art 13 s 12;
1996 ¢ 471 art 35 52; 1997 ¢ 84 art 35 2; 1997 ¢ 231 art 2 's 70; 1999 ¢ 243 art 16 5 20,21;
2000 c 418 art 1 s 44; 2000 c 490 art 4 s 4; art 8 s 2,3; 2001 ¢ 7 s 59,60; 15p2001 ¢ 5 art
1715 2-5; art 17 5 13; 2002 ¢ 377 art 10 5 10; 1Sp2001 ¢ 5 art 12 5 95; 2002 ¢ 377 art 3 s
24,2003 ¢ 127 art 3 s 5; art 6 5 2,3; 1Sp2003 ¢ 21 art 8 s 4,15
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CRIMINAL PENALTIES

289A.63 CRIMINAL PENALTIES.

Subdivision 1. Penalties for knowing failure to file or pay; willful evasion. (a) A
person required to file a return, report, or other document with the commissioner, who
knowingly, rather than accidentally, inadvertently, or negligently, fails to file it when
required, is guilty of a gross misdemeanor. A person required to file a return, report, or
other document who willfully attempts in any manner to evade or defeat a tax by failing
to file it when required, is guilty of a felony.

(b) A person required to pay or to collect and remit a tax, who knowingly, rather
than accidentally, inadvertently, or negligently, fails to do so when required, is guilty of
a gross misdemeanor. A person required to pay or to collect and remit a tax, who
willfully attempts to evade or defeat a tax law by failing to do so when required, is
guilty of a felony.

Subd. 2. False or frandulent returns; penalties. (a) A person who files with the
commissioner a return, report, or other document, known by the person to be
fraudulent or false concerning a material matter, is guilty of a felony.

(b) A person who knowingly aids or assists in, or advises in the preparation or
presentation of a return, report, or other document that is fraudulent or false
concerning a material matter, whether or not the falsity or fraud committed is with the
knowledge or consent of the person authorized or required to present the rcturn,
report, or other document, is guilty of a felony.

Subd. 3. Sales without permit; violations. (a) A person who engages in the
business of making retail sales in Minnesota without the permit required under chapter
297A, or a responsible officer of a corporation who so engages in business, is guilty of a
gross misdemeanor.

(b) A person who engages in the business of making retail sales in Minnesota after
revocation of a permit under section 297A.86, when the commissioner has not issued a
new permit, is guilty of a felony.

Subd. 4. Advertising no sales or use tax; violation. It is a misdemeanor for a
person to broadcast or publish, or arrange to have broadcast or published, an
advertisement in a publication or broadcast media, printed, distributed, broadcast, or
intended to be received in this state, that states that no sales or use tax is due, when the
person knows the advertisement is false.

Subd. 5. Employee giving employer false information. An employee required to
supply information to an employer under section 290.92, subdivisions 4a and 5, who
knowingly fails to supply information or who knowingly supplies false or fraudulent
information to an employer, is guilty of a gross misdemeanor.

Subd. 6. Collection of tax; penalty. An agent, canvasser, or employee of a retailer,
who is not authorized by permit from the commissioner, may not collect the sales tax as
imposed by chapter 297A, nor sell, solicit orders for, nor deliver, any tangible personal
property in this state. An agent, canvasser, or employee violating the provisions of
section 297A.63; 297A.66 to 297A.71; 297A.75; 297A.76, subdivision 1; 297A.77;
297A.78; 297A.80; 297A.82, subdivision 4; 297A.83; 297A.89; 297A.90; 297A.91;
297A.96; or 297A.97 is guilty of a misdemeanor.

Subd. 7. Unauthorized disclosure. Any person disclosing any particulars of any tax
return, without the written consent of the taxpayer making such return, in violation of
the provisions of section 290.611, is guilty of a gross misdemeanor.

Subd. 8. Criminal penalties. Criminal penalties imposed by this section are in
addition to any civil penalties imposed by this chapter.

Subd. 9. Statute of limitations. Notwithstanding section 628.26, or any other
provision of the criminal laws of this state, an indictment may be found and filed, or a
complaint filed, upon a criminal offense named in this section, in the proper court
within six years after the offense is committed.
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Subd. 10. Person defined. The term “person” as uscd in this section includes any
officer or employec of a corporation or 2 member or employee of a partnership who as
an officer, member, or employee is under a duty to perform the act in respect to which
the violation occurs.

Subd. 11. Consolidation of venue. If two or more offenses in this scction are
committed by the same person in more than one county, the accused may be
prosecutcd for all the offenses in any county in which one of the offenses was
committed.

History: 1990 ¢ 480 art 1 s 27; 1993 ¢ 326 art 4 s 7; 1993 ¢ 375 art 9 s 16; 2000 ¢ 418
art 1s 44 -

ADMINISTRATIVE REVIEW

289A.65 ADMINISTRATIVE REVIEW.

Subdivision 1. Taxpayer right to reconsideration. A taxpayer may obtain reconsid-
eration by the commissioner of an order assessing tax, a denial of a request for
abatement of penalty or interest, or a denial of a claim for refund by filing an
administrative appeal under subdivision 4. A taxpayer cannot obtain reconsideration
under this section if the action taken by the commissioner is the outcomc of an
administrative appeal.

Subd. 2. Appeal by taxpayer. A taxpayer who wishes to seck administrative review
must follow the procedures in subdivision 4.

Subd. 3. Notice date. For purposes of this section, the term “notice date” means
the date of the order adjusting the tax or order denying a request for abatement, or, in
the case of a denied refund, the date of the notice of denial.

Subd. 4. Time and content for administrative appeal. Within 60 days after the
notice date, the taxpayer must file a written appeal with the commissioner. The appeal
need not be in any particular form but must contain the following information:

(1) name and address of the taxpayer;

(2) if a corporation, the state of incorporation of the taxpayer, and the principal
place of business of the corporation;

(3) the Minnesota identification number or Social Security number of the taxpayer;

(4) the type of tax involved;

(5) the date;

(6) the tax years or periods involved and the amount of tax involved for each year
or period;

(7) the findings in the notice that the taxpayer disputes;

(8) a summary statement that the taxpayer relies on for each exception; and

(9) the taxpayer’s signature or signature of the taxpayer’s duly authorized agent.

Subd. 5. Extensions. When requested in writing and within the time allowed for
filing an administrative appeal, the commissioner may extend the time for filing an
appcal for a period not more than 30 days from thc expiration of the 60 days from the
noticc date.

Subd. 6. Determination of appeal. On the basis of applicable law and available
information, the commissioner shall determine the validity, if any, in whole or part of
the appeal and notify the taxpayer of the decision. This notice must be in writing and
contain the basis for the determination.

Subd. 7. Agreement determining tax liability. When it appcars to be in the best
interests of the state, the commissioner may settlc any taxes, penalties, or interest that
the commissioner has under consideration by virtue of an appeal filed under this
section. An agreement must be in writing and signed by the commissioner and the
taxpayer, or the taxpayer’s representative authorized by the taxpayer to enter into an
agreement. The agreement shall be final and conclusive and, except upon a showing of
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fraud or malfeasance, or misrepresentation of a material fact, the case shall not be
reopened as to the matters agreed upon.

Subd. 8. Order of commissioner. Following the determination of an appeal and
notwithstanding any period of limitations for making assessments or other determina-
tions to the contrary, the commissioner must issue an order reflecting that disposition.
If the statute of limitations for making assessments or other determinations would have
cxpired before the issuance of this order, except for this section, the order is limited to
issucs or matters contained in the appealed determination. The order is appealable to
the Minnesota Tax Court under section 271.06.

Subd. 9. Appeal where no determination. If thc commissioner does not make a
determination within six months of the filing of an administrative appcal, the taxpayer
may elect to appeal to Tax Court.

Subd. 10. Exemption from Administrative Procedure Act. This section is not
subject to chapter 14.

History: 1990 ¢ 604 art 10s 11; 1997 ¢ 31 art 1 s 12; 1998 ¢ 300 art 3 s 6,7
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