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290.01 DEFINITIONS,

[For text of subds 1 to 6, see M.S.2004]

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

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

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

(3)(i) the average of the percentages of its property and payrolls, including the pro 
rata share of its unitary partnerships’ property and payrolls, assigned to locations 
outside the United States, where the United States includes the District of Columbia 
and excludes the commonwealth of Puerto Rico and possessions of the United States, 
as determined under section 290.191 or 290.20, is 80 percent or more; or (ii) it has in 
effect a valid election under section 936 of the Internal Revenue Code; and

(4) it has $1,000,000 of payroll and $2,000,000 of property, as determined under 
section 290.191 or 290.20, that are located outside the United States. If the domestic 
corporation does not have payroll as determined under scction 290.191 or 290.20, but it 
or its partnerships have paid $1,000,000 for work, performed directly for the domestic 
corporation or the partnerships, outside the United States, then paragraph (3)(i) shall 
not require payrolls to be included in the average calculation.

Subd. 7. Resident, (a) The term “resident” means any individual domiciled in 
Minnesota, except that an individual is not a “resident” for the period of time that the 
individual is a “qualified individual” as defined in section 911(d)(1) of the Internal 
Revenue Code, if the qualified individual notifies the county within three months of 
moving out of the country that homestead status be revoked for the Minnesota 
residence of the qualified individual, and the property is not classified as a homestead 
while the individual remains a qualified individual.

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

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

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

calendar day constitutes a day spent in the state. Individuals shall keep adequate 
records to substantiate the days spent outside the state.
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290.01 INCOME AND FRANCHISE TAXES 168

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

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

[For text of subd 7a, see M.S.2004]

Subd. 7b. Resident trust, (a) Resident trust means a trust, except a grantor type 
trust, which either (1) was created by a will of a decedent who at death was domiciled 
in this state or (2) is an irrevocable trust, the grantor of which was domiciled in this 
state at the time the trust became irrevocable. For the purpose of this subdivision, a 
trust is considered irrevocable to the extent the grantor is not treated as the owner 
thereof under sections 671 to 678 of the Internal Revenue Code. The term “grantor 
type trust” means a trust where the income or gains of the trust are taxable to the 
grantor or others treated as substantial owners under sections 671 to 678 of the 
Internal Revenue Code. This paragraph applies to trusts, except grantor type trusts, 
that became irrevocable after December 31, 1995, or are first administered in Minneso­
ta after December 31,1995.

(b) This paragraph applies to trusts, except grantor type trusts, that are not 
governed under paragraph (a). A trust, except a grantor type trust, is a resident trust 
only if two or more of the following conditions are satisfied:

(i) a majority of the discretionary decisions of the trustees relative to the 
investment of trust assets are made in Minnesota;

(ii) a majority of the discretionary decisions of the trustees relative to the 
distributions of trust income and principal are made in Minnesota;

(iii) the official books and records of the trust, consisting of the original minutes of 
trustee meetings and the original trust instruments, are located in Minnesota.

(c) For purposes of paragraph (b), if the trustees delegate decisions and actions to 
an agent or custodian, the actions and decisions of the agent or custodian must not be 
taken into account in determining whether the trust is administered in Minnesota, if:

(i) the delegation was permitted under the trust agreement;
(ii) the trustees retain the power to revoke the delegation on reasonable notice;

and
(iii) the trustees, monitor and evaluate the performance of the agent or custodian 

on a regular basis as is reasonably determined by the trustees.

[For text of subds 8 to 18, see M.S.2004]

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

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

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

(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal 
Revenue Code must be applied by allowing a deduction for capital gain dividends and 
exempt-interest dividends as defined in sections 852(b)(3)(C) and 852(b)(5) of the 
Internal Revenue Code; and
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169 INCOME AND FRANCHISE TAXES 290.01

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

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

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

The Internal Revenue Code of 1986, as amended through April 15, 2005, shall be 
in effect for taxable years beginning after December 31,1996.

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

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

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

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

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

(2) the amount of income or sales and use taxes paid or accrued within the taxable 
year under this chapter and the amount of taxes based on net income paid or sales and 
use taxes paid to any other state or to any province or territory of Canada, to the extent 
allowed as a deduction under section 63(d) of the Internal Revenue. Code, but the 
addition may not be more than the amount by which the itemized deductions as 
allowed under section 63(d) of the Internal Revenue Code exceeds the amount of the 
standard deduction as defined in section 63(c) of the Internal Revenue Code minus the 
addition which would have been required under clause (10) if the taxpayer had claimed 
the standard deduction. For the purpose of this paragraph, the disallowance of 
itemized deductions under section 68 of the Internal Revenue Code of 1986, income or 
sales and use tax is the last itemized deduction disallowed;

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

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

(5) the amount of expense, interest, or taxes disallowed pursuant to section 290.10 
other than expenses or interest used in computing net interest income for the 
subtraction allowed under subdivision 19b, clause (1);
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(6) the amount of a partner’s pro rata share of net income which does not flow 
through to the partner because the partnership elected to pay the tax on the income 
under section 6242(a)(2) of the Internal Revenue Code;

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

(8) 80 percent of the amount by which the deduction allowed by section 179 of the 
Internal Revenue Code exceeds the deduction allowable by section 179 of the Internal 
Revenue Code of 1986, as amended through December 31, 2003;

(9) to the extent deducted in computing federal taxable income, the amount of the 
deduction allowable under section 199 of the Internal Revenue Code;

(10) for tax years beginning after December 31, 2004, to the extent deducted in 
computing federal taxable income, the amount by which the standard deduction 
allowed under section 63(c) of the Internal Revenue Code exceeds the standard 
deduction allowable under section 63(c) of the Internal Revenue Code of 1986, as 
amended through December 31, 2003; and

(11) the exclusion allowed under section 139A of the Internal Revenue Code for 
federal subsidies for prescription drug plans.

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

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

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

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

(4) income as provided under section 290.0802;
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(5) to the extent included in federal adjusted gross income, income realized on 
disposition of property exempt from tax under section 290.491;

(6) to the extent not deducted in determining federal taxable income by an 
individual who does not itemize deductions for federal income tax purposes for the 
taxable year, an amount equal to 50 percent of the excess of charitable contributions 
over $500 allowable as a deduction for the taxable year under section 170(a) of the 
Internal Revenue Code and under the provisions of Public Law 109-1;

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

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

(9) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19a, clause (7), or 19c, clause (15), in the case of 
a shareholder of a corporation that is an S corporation, an amount equal to one-fifth of 
the delayed depreciation. For purposes Of this clause, “delayed depreciation” means the 
amount of the addition made by the taxpayer under subdivision 19a, clause (7), or 
subdivision 19c, clause (15), in the case of a shareholder of an S corporation, minus the 
positive value of any net operating loss under section 172 of the Internal Revenue 
Code generated for the tax year of the addition. The resulting delayed depreciation 
cannot be less than zero;

(10) job opportunity building zone income as provided under section 469.316;
(11) the amount of compensation paid to members of the Minnesota National 

Guard or other reserve components of the United States military for active service 
performed in Minnesota, excluding compensation for services performed under the 
Active Guard Reserve (AGR) program. For purposes of this clause, “active service” 
means (i) state active service as defined in section 190.05, subdivision 5a, clause (1); (ii) 
federally funded state active service as defined in section 190.05, subdivision 5b; or (iii) 
federal active service as defined in section 190.05, subdivision 5c, but “active service” 
excludes services performed exclusively for purposes of basic combat training, advanced 
individual training, annual training, and periodic inactive duty training; special training 
periodically made available to reserve members; and service performed in accordance 
with section 190.08, subdivision 3;

(12) the amount of compensation paid to Minnesota residents who are members of 
the armed forces of the United States or United Nations for active duty performed 
outside Minnesota; ■

(13) an amount, not to exceed $10,000, equal to qualified expenses related to a 
qualified donor’s donation, while living, of one or more of the qualified donor’s organs 
to another person for human organ transplantation. For purposes of this clause, 
“organ” means all or part of an individual’s liver, pancreas, kidney, intestine, lung, or 
bone: marrow; “human organ transplantation” means the medical procedure by which 
transfer of a human organ is made from the body of one person to the body of another 
person; “qualified expenses” means unreimbursed expenses for both the individual and 
the qualified donor for (i) travel, (ii) lodging, and (iii) lost wages net of sick pay, except 
that such expenses may be subtracted under this clause only once; and “qualified 
donor” means the individual or the individual’s dependent, as defined in section 152 of 
the Internal Revenue Code. An individual may claim the subtraction in this clause for 
each instance of organ donation for transplantation during the taxable year in which 
the qualified expenses occur;
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(14) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19a, clause (8), or 19c, clause (16), in the case of 
a shareholder of a corporation that is an S corporation, an amount equal to one-fifth of 
the addition made by the taxpayer under subdivision 19a, clause (8), or 19c, clause (16), 
in the case of a shareholder of a corporation that is an S corporation, minus the 
positive value of any net operating loss under section 172 of the Internal Revenue 
Code generated for the tax year Of the addition. If the net operating loss exceeds the 
addition for the tax year, a subtraction is not allowed under this clause;

(15) to the extent included in federal taxable income, compensation paid to a 
nonresident who is a service member as defined in United States Code, title 10, section 
101(a)(5), for military service as defined in the Service Member Civil Relief Act, Public 
Law 108-189, section 101(2); and

(16) international economic development zone income, as provided under section 
469.325.

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

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

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

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

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

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

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

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

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

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

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

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

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

. (13) the amount of net income excluded under section 114 of the Internal 
Revenue Code;
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(14) any increase in subpart F  income, as defined in section 952(a) of the Internal 
Revenue Code, for the taxable year when subpart F  income is calculated without 
regard to the provisions of section 614 of Public Law 107-147;

(15) 80 percent of the depreciation deduction allowed under section 168(k)(l)(A) 
and (k)(4)(A) of the Internal Revenue Code. For purposes of this clause, if the 
taxpayer has an activity that in the taxable year generates a deduction for depreciation 
under section 168(k)(l)(A) and (k)(4)(A) and the activity generates a loss for the 
taxable year that the taxpayer is not allowed to claim for the taxable: year, “the 
depreciation allowed under section 168(k)(l)(A) and (k)(4)(A)” for the taxable year is 
limited to excess of the depreciation claimed by the activity under section 168(k)(l)(A) 
and (k)(4)(A) over the amount of the loss from the activity that is not allowed in the 
taxable year. In succeeding taxable years when the losses not allowed in the taxable 
year are allowed, the depreciation under section 168(k)(l)(A) and (k)(4)(A) is allowed;

(16) 80 percent of the amount by which the deduction allowed by section 179 of 
the Internal Revenue Code exceeds the deduction allowable by section 179 of the 
Internal Revenue Code of 1986, as amended through December 31, 2003;

(17) to the extent deducted in computing federal taxable income, the amount of 
the deduction allowable under section 199 of the Internal Revenue Code; and

(18) the exclusion allowed under section 139A of the Internal Revenue Code for 
federal subsidies for prescription drug plans.

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

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

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

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

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

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

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

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

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

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

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

(iv) for capital losses incurred in taxable years beginning before January 1, 1987, a 
capital loss carryover to each of the five taxable years succeeding the loss year to the 
extent such loss was not used in a prior taxable year and subject to the provisions of 
Minnesota Statutes 1986, section 290.16, shall be allowed;
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(6) an amount for interest and expenses relating to income not taxable for federal 
income tax purposes, if (i) the income is taxable under this chapter and (ii) the interest 
and expenses were disallowed as deductions under the provisions of section 171(a)(2), 
265 or 291 of the Internal Revenue Code in computing federal taxable income;

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

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

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

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

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

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

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

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

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

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

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

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

(19) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19c, clause (15), an amount equal to one-fifth of
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the delayed depreciation. For purposes of this clause, “delayed depreciation” means the 
amount of the addition made by the taxpayer under subdivision 19c, clause (15). The 
resulting delayed depreciation cannot be less than zero; and

(20) in each of the five tax years immediately following the tax year in which an 
addition is required under subdivision 19c, clause (16), an amount equal to one-fifth of 
the amount of the addition.

[For text of subds 19e to 22, see M.S.2004]

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

469.317;
(iv) the exemption for operating in a biotechnology and health sciences industry 

zone under section 469.337; and
(v) the exemption for operating in an international economic development zone 

under section 469.326.

[For text of subd 30, see M.S.2004]

Subd. 31. Internal Revenue Code. Unless specifically defined otherwise, “Internal 
Revenue Code” means the Internal Revenue Code of 1986, as amended through April 
15, 2005.

History: 2005 c 1 s 1; 2005 c 151 art 6 s 11-14; lSp2005 c 3 art 3 s 5-7; art 4 s 2-7; 
art 10 s 2,3; lSp2005 c 7 s 38

NO TE: Subdivision 19b, clause (16), as added by Laws 2005, First Special Session chapter 3, article 10, section 2, is 
effective for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3, article 10, section 2, the 
effective date.

NO TE: Subdivision 29, clause (2 ), item  (v), as added by Laws 2005, First Special Session chapter 3, article 10, section 3, 
is effective for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3, article 10, section 3, the 
effective date.

290.032 LUMP SUM DISTRIBUTION TAX.
Subdivision i. Imposition. There is hereby imposed as an addition to the annual 

income tax for a taxable year of a taxpayer in the classes described in section 290.03 a 
tax with respect to any distribution received by such taxpayer that is treated as a lump 
sum distribution under section 1401(c)(2) of the Small Business Job Protection Act, 
Public Law 104-188 and that is subject to tax for such taxable year under section 
1401(c)(2) of. the Small Business Job Protection Act, Public Law 104-188.

Subd. 2. Computation. The amount of tax imposed by subdivision 1 shall be 
computed in the same way as the tax imposed under section 402(d) of the Internal 
Revenue Code of 1986, as amended through December 31, 1995, except that the initial 
separate tax shall be an amount equal to five times the tax which would be imposed by 
section 290.06, subdivision 2c, if the recipient was an unmarried individual, and the 
taxable .net income was an amount equal to one-fifth of the excess of

. (i) the total taxable amount of the lump sum distribution for the year, over
(ii) the minimum distribution allowance, and except that references in section 

402(d) of the Internal Revenue Code of 1986, as amended through December 31, 1995, 
to paragraph (1)(A) thereof shall instead be references to subdivision 1, and the excess, 
if any, of the subtraction base amount over federal taxable income for a qualified 
individual as provided under section 290.0802, subdivision 2.

[For text o f  subd 3, see M.S.2004]

History: lSp2005 c 3 art 4 s 8,9
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290.05 EXEMPT INDIVIDUALS, ORGANIZATIONS, ESTATES, TRUSTS.

[For text of subds 1 to 4, see M.S.2004]

Subd. 8. Authority to revoke exemption for failure to comply with federal law. The
commissioner may examine or investigate an entity claiming exemption under this 
section and subpart F  of the Internal Revenue Code. The commissioner may revoke 
the exemption under this section for violations of federal law that would permit the 
commissioner of internal revenue or the secretary of the treasury to revoke the 
exemption under federal law, regardless of whether such action has been taken under 
federal law. A revocation under this subdivision is subject to administrative review 
under section 270C.35.

Histoiy: 2005 c 151 art 2 s 17

290.06 RATES OF TAX; CREDITS.

[For text of subd 1, see M.S.2004]

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

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

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

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

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

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

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

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

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

(1) the numerator is the individual’s Minnesota source federal adjusted gross 
income as defined in section 62 of the Internal Revenue Code and increased by the 
additions required under section 290.01, subdivision 19a, clauses (1), (5), (6), (7), (8), 
and (9), and reduced by the Minnesota assignable portion of the subtraction for United 
States government interest under section 290.01, subdivision 19b, clause (1), and the
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subtractions under section 290.01, subdivision 19b, clauses (9), (10), (14), (15), and
(16), after applying .the allocation and assignability provisions of section 290.081, clause
(a), or 290.17; and

(2) the denominator is the individual’s federal adjusted gross income as defined in 
section 62 of the Internal Revenue Code of 1986, increased by the amounts specified in 
section 290.01, subdivision 19a, clauses (1), (5), (6), (7), (8), and (9), and reduced by 
the amounts specified in section 290.01, subdivision 19b, clauses (1), (9), (10), (14),
(15), and (16).

[For text o f subds 2d and 10, see M.S.2004]

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

(b) For an individual, estate, or trust, the credit is determined by multiplying the 
tax payable under this chapter by the ratio derived by dividing the income subject to tax 
in the other state that is also subject to tax in Minnesota while a resident of Minnesota 
by the taxpayer’s federal adjusted gross income, as defined in section 62 of the Internal 
Revenue Code, modified by the addition required by section 290.01, subdivision 19a, 
clause (1), and the subtraction allowed by section 290.01, subdivision 19b, clause (1), to 
the extent the income is allocated or assigned to Minnesota under sections 290.081 and
290.17.

(c) If the taxpayer is an athletic team that apportions all of its income under 
section 290.17, subdivision 5, the credit is determined by multiplying the tax payable 
under this chapter by the ratio derived from dividing the total net income subject to tax 
in the other state by the taxpayer’s Minnesota taxable income.

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

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

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

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

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

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

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

[For text o f subd 22a, see M.S.2004]

Subd. 23. Refund of contributions to political parties and candidates, (a) A
taxpayer may claim a refund equal to the amount of the taxpayer’s contributions made 
in the calendar year to candidates and to a political party. The maximum refund for an 
individual must not exceed $50 and for a married couple, filing jointly, must not exceed 
$100. A refund of a contribution is allowed only if the taxpayer files a form required by 
the commissioner and attaches to the form a copy of an official refund receipt form 
issued by the candidate or party and signed by the candidate, the treasurer of the 
candidate’s principal campaign committee, or the chair or treasurer of the party unit, 
after the contribution was received. The receipt forms must be numbered, and the data 
on the receipt that are not public must be made available to the campaign finance and 
public disclosure board upon its request. A claim must be filed with the commissioner 
no sooner than January 1 of the calendar year in which the contribution was made and 
no later than April 15 of the calendar year following the calendar year in which the 
contribution was made. A taxpayer may file only one claim per calendar year. Amounts 
paid by the commissioner after June 15 of the calendar year following the calendar year 
in which the contribution was made must include interest at the rate specified in 
section 270C.405.

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

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

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

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

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

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

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

“Candidate” means a candidate as defined in section 10A.01, subdivision 10, 
except a candidate for judicial office.

“Contribution” means a gift of money.
(d) The commissioner shall make copies of the form available to the public and 

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

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

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

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

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

[For text o f subds 24 to 31, see M.S.2004]

Subd. 32. International economic development zone job credit. A taxpayer that is a 
qualified business, as defined in section 469.321, subdivision 6, is allowed a credit as 
determined under section 469.327 against the tax imposed by this chapter.

Histoiy: 2005 c 151 art 2 s 17; art 6 s 15; lSp2005 c 3 art 4 s 10; art 10 s 4,5
N O TE: The amendment to subdivision 2c by Laws 2005, First Special Session chapter 3, article 10, section 4, is effective 

for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3, article 10, section 4, the effective 
date.

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

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

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

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

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

(d) If the taxpayer is not required and does not file a federal individual income tax 
return for the tax year, no credit is allowed for any amount paid to any person unless:

(1) the name, address, and taxpayer identification number of the person are 
included on the return claiming the credit; or

(2) if the person is an organization described in section 501(c)(3) of the Internal 
Revenue Code and exempt from tax under section 501(a) of the Internal Revenue 
Code, the name and address of the person are included on the return claiming the 
credit.

In the case of a failure to provide the information required under the preceding 
sentence, the preceding sentence does not apply if it is shown that the taxpayer 
exercised due diligence in attempting to provide the information required.

In the case of a nonresident, part-year resident, or a person who has earned 
income not subject to tax under this chapter including earned income excluded 
pursuant to section 290.01, subdivision 19b, clause (10) or (16), the credit determined 
under section 21 of the Internal Revenue Code must be allocated based on the ratio by 
which the earned income of the claimant and the claimant’s spouse from Minnesota 
sources bears to the total earned income of the claimant and the claimant’s spouse.

For residents of Minnesota, the subtractions for military pay under section 290.01, 
subdivision 19b, clauses (11) and (12), are not considered “earned income not subject 
to tax under this chapter.”

For residents of Minnesota, the exclusion of combat pay under section 112 of the 
Internal Revenue Code is not considered “earned income not subject to tax under this 
chapter.”

[For text o f subd 2, see M.S.2004]

Subd. 2a. Income, (a) For purposes of this section, “income” means the sum of the 
following:

(1) federal adjusted gross income as defined in section 62 of the Internal Revenue 
Code; and

(2) the sum of the following amounts to the extent not included in clause (1):
(i) all nontaxable income;
(ii) the amount of a passive activity loss that is not disallowed as a result of section 

469, paragraph (i) or (m). of the Internal Revenue Code and the amount of passive 
activity loss carryover allowed under section 469(b) of the Internal Revenue Code;

(iii) an amount equal to the total of any discharge of qualified farm indebtedness 
of a solvent individual excluded from gross income under section 108(g) of the Internal 
Revenue Code;

(iv) cash public assistance and relief;
(v) any pension Or annuity (including railroad retirement benefits, all payments 

received under the federal Social Security Act, supplemental security income, and 
veterans benefits), which was not exclusively funded by the claimant or spouse, or 
which was funded exclusively by the claimant or spouse and which funding payments 
were excluded from federal adjusted gross income in the years when, the payments were 
made;
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;(vi) interest received from the federal or a state government or any instrumentality 
or political subdivision thereof;

(vii) workers’ compensation;
(viii) nontaxable strike benefits;
(ix) the gross amounts of payments received in the nature of disability income or 

sick pay as a result of accident, sickness, or other disability, whether funded through 
insurance or otherwise;

(x) a lump sum distribution under section 402(e)(3) of the Internal Revenue Code 
of 1986, as amended through December 31,1995;

(xi) contributions made by the claimant to an individual retirement account, 
including a qualified voluntary employee contribution; simplified employee pension 
plan; self-employed retirement plan; cash or deferred arrangement plan under section 
401(k) of the Internal Revenue Code; or deferred compensation plan under section 457 
of the Internal Revenue Code;

(xii) nontaxable scholarship or fellowship grants;
(xiii) the amount of deduction allowed under section 199 of the Internal Revenue 

Code; and
(xiv) the amount of deduction allowed under section 220 or 223 of the Internal 

Revenue Code.
In the case of an individual who files an income tax return on a fiscal year basis, 

the term “federal adjusted gross income” means federal adjusted gross income re­
flected in the fiscal year ending in the next calendar year. Federal adjusted gross 
income may not be reduced by the amount of a net operating loss carryback or 
carryforward or a capital loss carryback or carryforward allowed for the year.

(b) “Income” does not include:
(1) amounts excluded pursuant to the Internal Revenue Code, sections 101(a) and

102;
(2) amounts of any pension or annuity that were exclusively funded by the claimant 

or spouse if the funding payments were not excluded from federal adjusted gross 
income in the years when the payments were made;

(3) surplus food or other relief in kind supplied by a governmental agency;
(4) relief granted under chapter 290A;
(5) child support payments received under a temporary or final decree of 

dissolution or legal separation; and
(6) restitution payments received by eligible individuals and excludable interest as 

defined in section 803 of the Economic Growth and Tax Relief Reconciliation Act of 
2001, Public Law 107-16.

[For text o f subds 2b to 4, see M.S.2004]
History: lSp2005 c 3 art 3 s 8; art 4 s 11,12; art 10 s 6
N O TE: T h e amendment to subdivision 1 by Laws 2005, First Spccial Session chapter 3, article 10, scction 6, is effective 

for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3, articlc 10, section 6, the effective 
date.

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

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

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

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the 
first $6,920 of earned income and 8.5 percent of earned income over $12,080 but less
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than $13,450. The credit is reduced by 5.73 percent of earned income or adjusted gross 
income, whichever is greater, in excess of $15,080, but in no case is the credit less than 
zero.

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

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

(f) For a person who was a resident for the entire tax year and has earned income 
not subject to tax under this chapter, including income excluded under section 290.01, 
subdivision 19b, clause (10) or (16), the credit must be allocated based on the ratio of 
federal adjusted gross income reduced by the earned income not subject to tax under 
this chapter over federal adjusted gross income. For purposes of this paragraph, the 
subtractions for military pay under section 290.01, subdivision 19b, clauses (11) and
(12), are not considered “earned income not subject to tax under this chapter.”

For the purposes of this paragraph, the exclusion of combat pay under section 112 
of the Internal Revenue Code is not considered “earned income not subject to tax 
under this chapter.”

(g) For tax years beginning after December 31, 2001, and before December 31, 
2004, the $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in 
paragraph (d), after being adjusted for inflation under subdivision 7, are each increased 
by $1,000 for married taxpayers filing joint returns.

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

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

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

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

“Earned income of the lesser-earning spouse” has the meaning given in section 
290.0675, subdivision 1, paragraph (d).

[For text o f subds 2 to 7, see M.S.2004]

History: 2005 c 151 art 6 s 16; lSp2005 c 3 art 3 s 9; art 4 s 13; art 10 s 7
N O TE: T h e amendment to subdivision 1 by Laws 2005, F irst Special Session chapter 3, article 10, scction 7, is effective 

for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3, article 10,• section 7.

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

imposed by this chapter in an amount equal to 75 percent of the amount paid for 
education-related expenses for a qualifying child in kindergarten through grade 12. For 
purposes of this section, “education-related expenses” means:
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(1) fees or tuition for instruction by an instructor under section 120A.22, subdivi­
sion 10, clause (1), (2), (3), (4), or (5), or a member of the Minnesota Music Teachers 
Association, and who is not a lineal ancestor or sibling of the dependent for instruction 
outside the regular school day or school year, including tutoring, driver’s education 
offered as part of school curriculum, regardless of whether it is taken from a public or 
private entity or summer camps, in grade or age appropriate curricula that supplement 
curricula and instruction available during the regular school year, that assists a 
dependent to improve knowledge of core curriculum areas or to expand knowledge and 
skills under the required academic standards under section 120B.021, subdivision 1, and 
the elective standard under section 120B.022, subdivision 1, clause (2), and that do not 
include the teaching of religious tenets, doctrines, or worship, the purpose of which is 
to instill such tenets, doctrines, or worship;

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

(3) a maximum expense of $200 per family for personal computer hardware, 
excluding single purpose processors, and educational software that assists a dependent 
to improve knowledge of core curriculum areas or to expand knowledge and skills 
under the required academic standards under section 120B.021, subdivision 1, and the 
elective standard under section 120B.022, subdivision 1, clause (2), purchased for use in 
the taxpayer’s home and not used in a trade or business regardless of whether the 
computer is required by the dependent’s school; and

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

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

Subd. 2. Limitations, (a) For claimants with income not greater than $33,500, the 
maximum credit allowed for a family is $1,000 multiplied by the number of qualifying 
children in kindergarten through grade 12 in the family. The maximum credit for 
families with one qualifying child in kindergarten through grade 12 is reduced by $1 for 
each $4 of household income over $33,500, and the maximum credit for families with 
two or more qualifying children in kindergarten through grade 12 is reduced by $2 for 
each $4 of household income over $33,500, but in no case is the credit less than zero.

For purposes of this section “income” has the meaning given in section 290.067, 
subdivision 2a. In the case of a married claimant, a credit is not allowed unless a joint 
income tax return is filed.

(b) For a nonresident or part-year resident, the credit determined under subdivi­
sion 1 and the maximum credit amount in paragraph (a) must be allocated using the 
percentage calculated in section 290.06, subdivision 2c, paragraph (e).

[For text o f subds 3 to 5, see M.S.2004]
Histoiy: 2005 c 151 art 6 s 17; lSp2005 c 3 art 3 s 10

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

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

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

annuity plan; and
(3) Social Security benefits as defined in section 86(d)(1) of the Internal Revenue 

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

19.
(d) “Earned income of lesser-earning spouse” means the earned income of the 

spouse with the lesser amount of earned income as defined in paragraph (b) for the 
taxable year minus the sum of (i) the amount for one exemption under section 151(d) 
of the Internal Revenue Code and (ii) one-half the amount of the standard deduction 
under section 63(c)(2)(A) and (4) of the Internal Revenue Code minus one-half of any 
addition required under section 290.01, subdivision 19a, clause (10), and one-half of the 
addition which would have been required under section 290.01, subdivision 19a, clause
(10), if the taxpayer had claimed the standard deduction.

[For text o f subds 2 to 4, see M.S.2004]
History: lSp2005 c 3 art 4 s 14; !Sp2005 c 7 s 39

290.0676 EXPLORE MINNESOTA TOURISM TAX REPORT.
Within 30 days of the end of each quarter, the Department of Revenue shall 

provide Explore Minnesota Tourism with a quarterly report of comparisons of quarter­
ly sales taxes collected under the Standard Industrial Classification System, or equiva­
lent codes in the North America Industry Classification System, in the following areas:

(1) SIC 70, lodging;
(2) SIC 79, amusement and recreation; and
(3) SIC 58, eating and drinking.
History: lSp2005 c 1 art 4 s 75

290.091 ALTERNATIVE MINIMUM TAX ON PREFERENCE ITEMS.
[For text o f subd 1, see M.S.2004]

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

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

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

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

(i) the charitable contribution deduction under section 170 of the Internal 
Revenue Code:

(A) for taxable years beginning before January 1, 2006, to the extent that the 
deduction exceeds 1.0 percent of adjusted gross income;

(B) for taxable years beginning after December 31, 2005, to the full extent of the 
deduction.

For purposes of this clause, “adjusted gross income” has the meaning given in 
section 62 of the Internal Revenue Code;

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

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

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

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

(6) the amount of addition required by section 290.01, subdivision 19a, clauses (7),
(8), and (9);

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

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

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

(4) amounts subtracted from federal taxable income as provided by section 290.01, 
subdivision 19b, clauses (9) to (16).

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

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

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

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

(e) “Net minimum tax” means the. minimum tax imposed by this section.

[For text o f subds 3 to 6, see M.S.2004]
History: lSp2005 c 3 art 3 s 11; art 4 s 15; art 10 s 8

. N O TE: The amendment to  subdivision 2  by Laws 2005,. First Special Session chapter 3, article 10, section 8, is effective 
fo r tax years beginning after D ecem ber 31, 2006. Laws 2005, First Spccial Session chapter 3, article 10, section 8, the effective 
date. •- -

290.0921 CORPORATE ALTERNATIVE MINIMUM TAX AFTER 1989.

[For text o f  subds 1 and 2, see M.S.2004]

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

(1) For purposes of the depreciation adjustments under section 56(a)(1) and 
56(g)(4)(A) of the Internal Revenue Code, the basis for depreciable property placed in 
service in a taxable year beginning before January 1, 1990, is the adjusted basis for 
federal income tax purposes, including any modification made in a taxable year under 
section 290.01, subdivision 19e, or Minnesota Statutes 1986, section 290.09, subdivision 
7, paragraph (c).
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For taxable years beginning after December 31, 2000, the amount of any remaining 
modification made under section 290.01, subdivision 19e, or Minnesota Statutes 1986, 
section 290.09, subdivision 7, paragraph (c), not previously deducted is a depreciation 
allowance in the first taxable year after December 31, 2000.

(2) The portion of the depreciation deduction allowed for federal income tax 
purposes under section 168(k) of the Internal Revenue Code that is required as an 
addition under section 290.01, subdivision 19c, clause (16), is disallowed in determining 
alternative minimum taxable income.

(3) The subtraction for depreciation allowed under section 290.01, subdivision 19d, 
clause (19), is allowed as a depreciation deduction in determining alternative minimum 
taxable income.

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

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

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

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

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

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

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

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

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

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

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

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

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

(16) Alternative minimum taxable income excludes the income from operating in 
an international economic development zone as provided under section 469.326.
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Items of tax preference must not be reduced below zero as a result of the 
modifications in this subdivision.

[For text o f subds 3a to 8, see M.S.2004]
History: lSp2005 c 3 art 10 s 9
N O TE: T h e amendment to  subdivision 3 by Laws 2005, First Special Session chapter 3, articlc 10,. section 9, is effective 

for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Spccial Session chapter 3, article 10, section 9, the effective 
date.

290.0922 MINIMUM FEE; CORPORATIONS; PARTNERSHIPS.

[For text o f subd 1, see M.S.2004]
Subd. 2. Exemptions. The following entities are exempt from the tax imposed by 

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

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

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

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

(8) am entity, if for the taxable year all of its property is located in an international 
economic development zone designated under section 469.322, and all of its payroll is 
international economic development zone payroll under section 469.321.

Entities riot specifically exempted by this subdivision are subject to tax under this 
section, notwithstanding section 290.05.

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

(b) “Minnesota property” means total Minnesota tangible property as provided in 
section 290.191, subdivisions 9 to 11, any other tangible property located in Minnesota, 
blit does not include property located in a job opportunity building zone designated 
under section 469.314, or property of a qualified business located in a biotechnology 
arid health sciences industry zone designated under section 469.334, or property of a 
qualified business located in the international economic development zone designated 
under section 469.322. Intangible property shall not be included in Minnesota property 
for purposes of this section. Taxpayers who do not utilize tangible property to 
apportion income shall nevertheless include Minnesota property for purposes of this 
section. On a Return for a short taxable year, the amourit of Minnesota property owned, 
as determined under section 290.191, shall be included in Minnesota property based on 
a fraction in which the numerator is the number of days in the short taxable year and 
the denominator is 365.

(c) “Minnesota payrolls” means total Minnesota payrolls as provided in section 
290.191, subdivision 12, but does not include job opportunity building zone payrolls 
under section 469.310, subdivision 8, or biotechnology and health sciences industry 
zone payrolls under section 469.330, subdivision 8, or international economic develop­
ment zone payrolls under section 469.321, subdivision 9. Taxpayers who do not utilize 
payrolls to apportion income shall nevertheless include Minnesota payrolls for purposes 
of this section.
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History: lSp2005 c 3 art 3 s 12; art 10 s 10,11
N O TE: Subdivision 2, clause (8 ), as added by Laws 2005, First Special Session chapter 3 , article 10, section 10, is

[For text o f subd 4, see M.S.2004]

effective for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3, article 10, section .10, the 
effective date.

N O TE: T h e amendment to subdivision 3 by Laws 2005, F irst Special Session chapter 3; article 10, section 1 1 , is effective 
for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3, artic le lO , section 11, the effective 
date.

provided in this section.
(b) A net operating loss deduction shall be available under this section only to 

corporate taxpayers except that subdivisions 9 and IT  hereof apply only to individuals, 
estates, and trusts.

(c) In the case of a regulated investment cdmpany or fund thereof, as defined in 
section 851(a) or 851(g) of the Internal Revenue Code, the deduction provided by this 
section shall not be allowed.

290.36, and for those trades or businesses that receive permission to use some other 
method under section 290.20 or Under subdivision. 4, a trade or business required, to 
apportion its net income must apportion its income to this state on the basis of the 
percentage obtained by taking the sum of:

(1) the percent for the sales factor under paragraph (b,) of the percentage which 
the sales made within this state in connection with the trade or business during the. tax 
period are of the total sales wherever made in connection with the trade or business 
during the tax period;

(2) the percent for the property factor under paragraph (b) of the percentage 
which the total tangible property used by the taxpayer in this state in connection with 
the trade or business during the tax period is of the total taingible property, wherever 
located, used by the taxpayer in connection with the trade or business during the tax 
period; and

(3) the percent for the payroll factor under paragraph (b) of the percentage which 
the taxpayer’s total payrolls paid or incurred in this state or paid in respect to labor 
performed in this state in connection with the trade or business during , the tax period 
are of the taxpayer’s total payrolls paid or incurred in connection with the trade, or 
business during the tax period.

(b) For purposes of paragraph (a) and subdivision 3, the . following percentages 
apply for the taxable years specified:

290.095 OPERATING LOSS DEDUCTION.
Subdivision 1. Allowance of deduction, (a) There shall be allowed as a deduction 

for the taxable year the amount of any net operating loss deduction as provided in 
section 172 of the Internal Revenue Code, subject to the limitations and modifications

[For text o f subds 2 to 11, see M.S.2004] .

Histoiy: 2005 c 10 art 1 s 61 

290.191 APPORTIONMENT OF NET INCOME.

[For text o f subd 1, see M.S.200*

Subd. 2. Apportionment formula of general application, (a) Except for those 
trades or businesses required to use a different formula under subdivision 3 or section

Taxable years 
beginning, 
during calendar 
year

2007
2008

Sales factor Property Payroll 
percent ; factor ' ■ factor

percent percent

78', 
81

11
9.5

11
9,5 .
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84 8 8
87 6.5 6.5
90 5 5
93 3.5 3.5
96 2 2
100 0 -  0

Subd. 3. Apportionment formula for financial institutions. Except for an invest­
ment company required to apportion its income under section 290.36, a financial 
institution that is required to apportion its net income must apportion its.net income to 
this state on the basis of the percentage obtained by taking the sum of:

(1) the percent for the sales factor under subdivision 2, paragraph (b), of the 
percentage which the receipts from within this state in connection with the trade Or 
business during the tax period are of the total receipts in connection with the trade or 
business during the tax period, from wherever derived;

(2) the percent for the property factor under subdivision 2, paragraph (b), of the 
percentage which the sum of the total tangible property used by the taxpayer in this 
state and the intangible property owned by the taxpayer and attributed to this state in 
connection with the trade or business during the tax period is of the sum of the total 
tangible property, wherever located, used by the taxpayer and the intangible property 
owned by the taxpayer and attributed to all states in connection, with the trade or 
business during the tax period;: and . . ' .

(3) the percent for the payroll factor under subdivision 2, paragraph (b), of the 
percentage which the taxpayer’s total payrolls paid or incurred in this state or paid in 
respect to labor performed in this state in connection with the trade or business during 
the tax period are of the taxpayer’s total payrolls paid or incurred in connection with 
the trade or business during the tax period. . '-

. /For text o f subds 4 to 12, see M.S.2004]
■ History: JSp2005 c 3 art 3 s 13,14

NO TE: The amendments to subdivisions 2  and 3 by Laws 2005, First Special Session chapter 3, article 3, sections 13 and 
14, are effective for tax years beginning after D ecem ber 31, 2006. Laws 2005, First Special Session chapter 3 , article 3, sections 
13 and 14; the effective dates..

290.30 FIDUCIARIES, DUTY TO PAY TAX.
Upon notice to the commissioner that any person is acting in a fiduciary capacity; 

such fiduciary shall assume the powers, rights, duties, and privileges of the taxpayer in 
respect of a tax imposed by this chapter, except as otherwiise specifically provided and 
except that the tax shall be collected from the estate of the taxpayer, until notice is 
given that the fiduciary capacity has terminated.

Upon notice to the commissioner that any person is acting in a fiduciary capacity 
for. a person subject to the liability specified in section 270C.58, subdivision 1, the 
fiduciary shall assume, on behalf of such person, the .powers, rights, duties, and 
privileges of such person under such section, except that the liability shall be collected 
from the estate of such person, until notice is given that the fiduciary capacity has 
terminated. 1 ;

Notice under this section shall be given in accordance with rules prescribed by the 
commissioner.

History: 2005 c. 151 art 2 s 17

290.48 LARGE AMOUNTS OF CASH; PRESUMPTION OF JEOPARDY.
Subd. 3. [Repealed, 2005 c 151 art 1 s 117]
Subd. 4.' [Repealed, 2005 c 151 art 1 s 117]

[For text o f subd 10, see M.S.2004]

2009i
2010
2011
2012
2013

. 2014 and later 
calendar years
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Subdivision 1. Definitions. (1) Wages. For purposes of this section, the term 
“wages” means the same as that term is defined in section 3401(a) and (f) of the 
Internal Revenue Code.

(2) Payroll period. For purposes of this section the term “payroll period” means a 
period for which a payment of wages is ordinarily made to the employee by the 
employee’s employer, and the term “miscellaneous payroll period” means a payroll 
period other than a daily, weekly, biweekly, semimonthly, monthly, quarterly, semian­
nual, or annual payroll period.

(3) Employee. For purposes of this section the term “employee” means any 
resident individual performing services for an employer, either within or without, or 
both within and without the state of Minnesota, and every nonresident individual 
performing services within the state of Minnesota, the performance of which services 
constitute, establish, and determine the relationship between the parties as that of 
employer and employee. As used in the preceding sentence, the term “employee” 
includes an officer of a corporation, and an officer, employee, or elected official of the 
United States, a state, or any political subdivision thereof, or the District of Columbia, 
or any agency or instrumentality of any one or more of the foregoing.

(4) Employer. For purposes of this section the term “employer” means any person, 
including individuals, fiduciaries, estates, trusts, partnerships, limited liability compa­
nies, and corporations transacting business in or deriving any income from sources 
within the state of Minnesota for whom an individual performs or performed any 
service, of whatever nature, as the employee of such person, except that if . the person 
for whom the individual performs or performed the services does not have control of 
the payment of the wages for such services, the term “employer,” except for purposes 
of paragraph (1), means the person haying control of the payment of such wages. As 
used in the preceding sentence, the term “employer” includes any corporation, 
individual, estate, trust, or organization which is exempt from taxation under section
290.05 and further includes, but is not limited to, officers of corporations who have 
control, either individually or jointly with another or others, of the payment of the 
wages.

(5) Number of withholding exemptions claimed. For purposes of this section, the 
term “number of withholding exemptions claimed” means the number of withholding 
exemptions claimed in a withholding exemption certificate in effect under subdivision 5, 
except that if no such certificate is in effect, the number of withholding exemptions 
claimed shall be considered to be zero.

[For text o f subds 2a to 4a, see M.S.2004]

Subd. 4b. Withholding by partnerships, (a) A partnership shall deduct and 
withhold a tax as provided in paragraph (b) for nonresident individual partners based 
on their distributive shares of partnership income for a taxable year of the partnership.

(b) The amount of tax withheld, is determined by multiplying the partner’s 
distributive share allocable to Minnesota under section 290.17, paid or. credited during 
the taxable year by the highest rate used to determine the income tax liability for an 
individual under section 290.06, subdivision 2c, except that the amount of tax withheld 
may be determined by the commissioner if the partner submits a withholding exemp­
tion certificate under subdivision 5.

(c) The commissioner may reduce or abate the tax withheld under this subdivision 
if the partnership had reasonable cause to believe that no tax was due under this 
section.

(d) Notwithstanding paragraph (a), a partnership is not required to deduct and 
withhold tax for a nonresident partner if:

(.1) the partner elects to have the tax due paid as part of the partnership’s 
composite return under section 289A.08, subdivision 7;

290.92 TAX WITHHELD AT SOURCE UPON WAGES; OTHER PAYMENTS.
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(2) the partner has Minnesota assignable federal adjusted gross income from the 
partnership of less than $1,000; or

(3) the partnership is liquidated or terminated, the income was generated by a 
transaction related to the termination or liquidation, and no cash or other property was 
distributed in the current or prior taxable year;

(4) the distributive shares of partnership income are attributable to:
(i) incOme required to be recognized because of discharge of indebtedness;
(ii) income, recognized because of a sale, exchange, or other disposition of real 

estate, depreciable property, or property described in section 179 o f1 the Internal 
Revenue Code; or

(iii) income recognized on the sale, exchange, or other disposition of any property 
that has been the subject of a basis reduction pursuant to section 108, 734, 743, 754, or 
1017 of the Internal Revenue Code

to the extent that the income does not include cash received or receivable or, if there is 
cash received or receivable, to the extent that the cash is required to be used to pay 
indebtedness by the partnership or a secured debt on partnership property; or

(5) the partnership is a publicly traded partnership, as defined in section 7704(b) 
of the Internal Revenue Code.

(e) For purposes of subdivision 6a, and sections 289A.09, subdivision 2, 289A.20, 
subdivision 2, paragraph (c), 289A.50, 289A.56, 289A.60, and 289A.63, a partnership is 
considered an employer.

(f) To the extent that income is exempt from withholding under paragraph (d), 
clause (4), the commissioner has a lien in an amount up to the amount that would be 
required to be withheld with respect to the income of the partner attributable to the 
partnership interest  ̂but for the application of paragraph (d), clause (4). The lien arises 
undier section 270C.63 from the date of assessment of the tax against the partner, arid 
attaches io that partner’s share of the profits and any other money due or to become 
due to that partner in respect of the partnership. Notice of the lien may be sent by mail 
to the partnership, without the necessity for recording the lien. The notice has the force 
and effect of a levy under section 270C.67, and is enforceable against the partnership in 
the manner provided by that section. Upon payment in full of the liability subsequent 
to the notice of lien, the partnership must be notified that the lien has been satisfied.

/For text o f subds 4c to 6a, see M.S.2004J

Subd. 6b. [Repealed, 2005 c 151 art 1 s 117]

[For text o f subds 9 to 21, see M.S.2004]

Subd. 22. [Repealed, 2005 c 151 art 1 s 117]
Subd. 23. [Repealed, 2005 c 151 art 1 s 117]

. [For text o f subds 24 to 29, see M.S.2004]

Subd. 30. Registration; third-party bulk filer, (a) For purposes of this subdivision, 
the following terriis have the meanings given:

(1) Notwithstanding section 290.01, “person” means an individual, fiduciary, 
partnership, corporation, limited liability company, association, or other entity orga­
nized under the laws of this state or any other jurisdiction.

(2) “Third-party bulk filer” means a person who has custody or control over 
another employer’s funds for the purpose of filing returns and depositing the withheld 
taxes of the other employer with the commissioner.

. (b) A person shall not act as a third-party bulk filer unless the person is registered 
with the commissioner under this subdivision.

(c) A person may apply to the commissioner, On a form prescribed by the 
commissioner, for registration as a third-party bulk filer under this subdivision, and the

MINNESOTA STATUTES 2005 SUPPLEMENT

Copyright © 2005 Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                



290.92 INCOME AND FRANCHISE TAXES 192

commissioner shall grant the application if the application indicates that the person will 
comply with this subdivision.

(d) A third-party bulk filer must:
(1) keep client funds held for payment of federal or state withholding taxes or 

other client obligations in an account separate from the third-party bulk filer’s own 
funds;

(2) permit the commissioner to conduct scheduled or unscheduled audits of the 
third-party bulk filer’s books and records relating to compliance with this subdivision 
and fully cooperate with the audits or, at the discretion of the commissioner, submit an 
audit conducted by a certified public accountant;

(3) file returns electronically and make deposits electronically with the commis­
sioner in compliance with the commissioner’s requirements for electronic filing and 
depositing;

(4) provide to the commissioner at least monthly, in the form requested by the 
commissioner, an updated client list that includes at least the name, address, tax 
identification number, and federal deposit frequency of each client. The address listed 
for the client must be the client’s actual street or post office box address and not the 
third-party bulk filer’s address;

(5) disclose in writing to prospective clients that:
(i) the third-party bulk filer may invest client funds prior to depositing them with 

the commissioner and with the. Internal Revenue Service and that earnings from those 
investments will be the property of the third-party bulk filer;

(ii) if the third-party bulk filer incurs losses on those investments or uses the 
client’s funds for other purposes, the third-party bulk filer will still be liable to the 
client for the amounts withheld but will be able to make required tax deposits on behalf 
of the client only by using the third-party bulk filer’s own funds or other assets to 
replace the funds lost through the investments or used for other purposes; and

(iii) no state or federal agency monitors or assumes any responsibility for the 
financial solvency of third-party bulk filers;

(6) timely file all returns and timely make all tax .deposits required under its 
contracts with its clients;

(7) upon request, provide to the commissioner, within the time specified in the 
request, a copy of any contract with a client; and

(8) comply with all other requirements of this section or of rules adopted under 
this section.

(e) When the commissioner sends an order of assessment issued under section 
270C.33, in either paper or electronic form, to a third-party bulk filer regarding a 
client, the commissioner shall also send a paper copy of the order of assessment to the 
client.

(f) If the commissioner determines that a required deposit appears not to have 
been made, the commissioner shall send a written notice of the delinquency, in 
electronic or paper form, to the third-party bulk filer, and a copy to the client as 
required under paragraph (e).

(g) If the commissioner determines that a required deposit has not been made, 
and that continued operation of the third-party bulk filer would present a risk of loss to 
its clients, the commissioner may, upon ten business days’ written notice by certified 
mail to the third-party bulk filer, suspend the registration of the third-party bulk filer 
for an indefinite period, and notify the third-party bulk filer’s clients that the registra­
tion has been suspended. A registration may not be suspended if the failure to make a 
deposit was caused by the client’s failure to deposit funds or provide the information 
necessary to calculate appropriate tax withholding payments. The commissioner shall, 
upon request, provide the third-party bulk filer with the opportunity for an administra­
tive appeal under section 270C.35, subdivisions 1, 4, and 10, prior to suspension; the 
hearing, if any, on the administrative appeal must occur within the ten-day period 
unless the commissioner, in the commissioner’s sole discretion, agrees to delay the
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suspension to permit a later hearing. The 60-day period specified in section 270C.35, 
subdivision 4, does not apply to a proceeding under this paragraph. Within 30 days 
after the beginning of a suspension under this paragraph, the commissioner may 
commence a proceeding to suspend or revoke under paragraph (h); if the commission­
er fails to do so, the suspension under this paragraph terminates.

(h) ‘If the commissioner determines, in compliance with paragraph (i), that a third- 
party bulk filer, has violated this section without reasonable cause or is no. longer 
eligible for registration under this subdivision, the commissioner may suspend or revoke 
the third-party bulk filer’s.registration or may assess a civil penalty upon the third-party 
bulk filer, not to exceed $5,000 per violation. A suspension, of registration may be for 
any period of less than six months and may include conditions for reinstatement. If the 
commissioner revokes the registration, the third-party bulk filer may not apply for 
reregistration for six , months after the revocation. If the commissioner suspends or 
revokes a registration, the commissioner shall notify the former registrant’s, clients that 
the registration has been suspended or revoked. If the commissioner assesses a civil 
penalty, the commissioner shall not notify the third-party bulk filer’s clients of the 
assessment.

(i) Prior to a suspension, revocation, or assessment of a civil penalty under 
paragraph (h), the commissioner shall first provide 30 days’ written notice to the third- 
party bulk filer, specifying the violations and informing the third-party bulk filer that 
the commissioner intends, based upon those violations, to take action against the third- 
party bulk filer as permitted under this paragraph and paragraph (h). The notice shall 
advise the third-party bulk filer of the right to contest the suspension, revocation, or 
assessment of a civil penalty and of the general procedures for a contested case hearing 
under chapter 14. The notice may be served personally or by mail in the manner 
prescribed for service of an order of assessment issued under section 270C.33. A 
suspension or revocation of registration under this paragraph is effective when the 
commissioner serves a notice of suspension or revocation upon the third-party bulk 
filer after 30 days have passed following the date of the notice of intent to suspend or 
revoke without the third-party bulk filer requesting a hearing. If a hearing is timely 
requested and held, the suspension or revocation is effective upon service by the 
commissioner of an order of suspension or revocation under section 14.62, subdivision 
1.

(j) A third-party bulk filer may terminate its registration by written notice to the 
commissioner, but the termination does not affect the commissioner’s authority to 
begin or continue a proceeding to take action permitted under paragraph (h). The 
commissioner shall notify the third-party bulk filer’s clients of a termination of 
registration under this paragraph.

(k) The commissioner shall remind employers at least annually, through the 
department’s regular informational publications that it sends to employers, that em­
ployers may telephone the department to determine whether a required filing or 
deposit has been made by a third-party bulk filer.

History: 2005 c 151 art 2 s 17; art 6 s 18; art 9 s 20 

290.9201 TAX ON NONRESIDENT ENTERTAINERS.

[For text o f  subds 1 to 6, see M.S.2004]

Subd. 7. Withholding on compensation of entertainers. The tax on compensation 
of an entertainer must be withheld at a rate of two percent of all compensation paid to 
the entertainment entity by the person or corporation having legal control of the 
payment of the compensation. The compensation subject to withholding under this 
section is not subject to the; withholding provisions of section 290.92, subdivision 2a, 3, 
or 28, except the provisions of sections 290.92, subdivision 6a, 270C.02, subdivision 2, 
paragraph (b), 289A.09, subdivisions 1, paragraph (f), and 2, 289A.60, and 289A.63 
shall apply to withholding under this section as if the withholding were upon wages.
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[For text of,subds 8 to 11, see M.S.2004]

Histoiy: 2005 c 151 art 2 s 17 

290.97 [Repealed, 2005 c 151 art 1 s 117]

290.9705 SURETY DEPOSITS REQUIRED FOR CONSTRUCTION CONTRACTS.
Subdivision 1. Withholding of payments to out-of-state contractors, (a)’'In' this 

section, “person” means a person, corporation, or cooperative, the state of Minnesota 
and its political subdivisions, and a city, county, and school district in Minnesota;

(b) A person who in the regular course of business is hiring, contracting, or having 
a contract with a nonresident person or foreign corporation, as defined in Minnesota 
Statutes 1986, section 290.01, subdivision 5, to perform construction work in Minneso­
ta, shall deduct and withhold eight percent of cumulative calendar year payments to the 
contractor which exceed $50,000.

[For text o f subds 3 and 4, see M.S.2004] ,

History: lSp2005 c 3 art 3 s 15

MINNESOTA STATUTES 2005 SUPPLEMENT

Copyright © 2005 Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                


