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A bill for an act
relating to taxation; omnibus policy bill; making policy, technical, administrative,
and clarifying changes to income, withholding, estate, property, sales and use,
mortgage registry, lodging, insurance, minerals, gasoline, and other various
taxes and tax-related provisions; making changes to provisions related to
horses, certain aids, payments, delinquent tax liabilities, and tax-forfeited
lands; providing for inclusion of property in a tax increment financing district;
providing a property tax exemption for certain fairgrounds property; amending
Minnesota Statutes 2010, sections 17.459, subdivision 2; 69.031, subdivision
1; 116J.8737, subdivisions 1, 2, 4; 270.87; 270A.03, subdivision 7; 270C.13,
subdivision 2; 270C.30; 270C.32, subdivision 3, by adding a subdivision;
270C.34, subdivision 1; 270C.64; 270C.7101, subdivision 2; 270C.711; 272.029,
by adding a subdivision; 273.1231, subdivision 4; 273.124, subdivisions 1, 8,
14; 273.13, subdivisions 22, 23; 273.33, subdivision 2; 273.37, subdivision 2;
273.3711; 274.175; 278.05, subdivision 6; 282.01, subdivisions 1a, 1c, 1d;
282.014; 282.12; 287.05, subdivision 2; 289A.08, subdivisions 1, 7; 289A.12,
by adding a subdivision; 289A.18, subdivision 3; 289A.25, subdivisions 1,
6, by adding a subdivision; 289A.26, subdivision 1; 289A.35; 289A.50,
subdivision 10; 289A.60, subdivision 31; 290.01, subdivisions 19a, 19b; 290.06,
subdivision 2¢; 290.091, subdivision 2; 290.0922, subdivisions 2, 3; 290.095,
subdivision 11; 290.92, subdivision 26; 291.03, subdivision 1b; 296A.083,
by adding a subdivision; 296A.18, subdivision 7, by adding a subdivision;
297A.61, subdivision 3; 297A.62, by adding a subdivision; 297A.63, by adding
a subdivision; 297A.668, subdivision 7, by adding a subdivision; 297A.71,
subdivision 23; 297A.89, subdivision 2; 297B.08; 2971.15, by adding a
subdivision; 298.28, subdivision 2; 383C.16, subdivision 1; 469.319, subdivision
5; Laws 1986, chapter 462, section 31, as amended; Laws 2010, chapter 389,
article 1, section 12; proposing coding for new law in Minnesota Statutes,
chapters 270C; 383C; repealing Minnesota Statutes 2010, sections 17.459,
subdivision 3; 272.02, subdivision 34; 273.124, subdivision 10; 281.37; 290.06,
subdivision 10; 290A.27; 296A.18, subdivision 9.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
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ARTICLE 1
INDIVIDUAL INCOME AND WITHHOLDING TAXES

Section 1. Minnesota Statutes 2010, section 270C.34, subdivision 1, is amended to read:
Subdivision 1. Authority. (a) The commissioner may abate, reduce, or refund any

penalty or interest that is imposed by a law administered by the commissioner, or imposed

by section 270.0725, subdivision 1 or 2, as a result of the late payment of tax or late filing

of a return, or any part of an additional tax charge under section 289A.25, subdivision 2,

or 289A.26, subdivision 4, if the failure to timely pay the tax or failure to timely file the

return is due to reasonable cause, or if the taxpayer is located in a presidentially declared
disaster or in a presidentially declared state of emergency area or in an area declared to be
in a state of emergency by the governor under section 12.31.

(b) The commissioner shall abate any part of a penalty or additional tax charge
under section 289A.25, subdivision 2, or 289A.26, subdivision 4, attributable to erroneous
advice given to the taxpayer in writing by an employee of the department acting in
an official capacity, if the advice:

(1) was reasonably relied on and was in response to a specific written request of the
taxpayer; and

(2) was not the result of failure by the taxpayer to provide adequate or accurate

information.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2010.

Sec. 2. Minnesota Statutes 2010, section 289A.08, subdivision 1, is amended to read:

Subdivision 1. Generally; individuals. (a) A taxpayer must file a return for each
taxable year the taxpayer is required to file a return under section 6012 of the Internal
Revenue Code, except that:

(1) an individual who is not a Minnesota resident for any part of the year is not
required to file a Minnesota income tax return if the individual's gross income derived
from Minnesota sources as determined under sections 290.081, paragraph (a), and 290.17,
is less than the filing requirements for a single individual who is a full year resident of
Minnesota; and

(2) an individual who is a Minnesota resident is not required to file a Minnesota

income tax return if the individual's gross income derived from Minnesota sources as

determined under section 290.17, less the amountof-the-thdividuat'sgrosstcome-that

Article 1 Sec. 2. 2
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esota subtraction allowed under

section 290.01, subdivision 19b, clauses (11) and (14), is less than the filing requirements

for a single individual who is a full-year resident of Minnesota.

(b) The decedent's final income tax return, and other income tax returns for prior
years where the decedent had gross income in excess of the minimum amount at which
an individual is required to file and did not file, must be filed by the decedent's personal
representative, if any. If there is no personal representative, the return or returns must
be filed by the transferees, as defined in section 270C.58, subdivision 3, who receive
property of the decedent.

(c) The term "gross income," as it is used in this section, has the same meaning

given it in section 290.01, subdivision 20.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2010.

Sec. 3. Minnesota Statutes 2010, section 289A.08, subdivision 7, is amended to read:

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

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

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

(d) The electing partner must not have any Minnesota source income other than
the income from the partnership and other electing partnerships. If it is determined that
the electing partner has other Minnesota source income, the inclusion of the income
and tax liability for that partner under this provision will not constitute a return to
satisfy the requirements of subdivision 1. The tax paid for the individual as part of the
composite return is allowed as a payment of the tax by the individual on the date on

which the composite return payment was made. If the electing nonresident partner has no

Article 1 Sec. 3. 3
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other Minnesota source income, filing of the composite return is a return for purposes of
subdivision 1.
(e) This subdivision does not negate the requirement that an individual pay estimated

tax if the individual's liability would exceed the requirements set forth in section 289A.25.

mtormattonrequired-tnder-paragraphta): The individual's liability to pay estimated tax

1s, however, satisfied when the partnership pays composite estimated tax in the manner

prescribed in section 289A.25.

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

(g) The election provided in this subdivision is only available to a partner who has
no other Minnesota source income and who is either (1) a full-year nonresident individual
or (2) a trust or estate that does not claim a deduction under either section 651 or 661 of
the Internal Revenue Code.

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

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

(j) For the purposes of this subdivision, "income" means the partner's share of
federal adjusted gross income from the partnership modified by the additions provided
in section 290.01, subdivision 19a, clauses (6) to (10), and the subtractions provided in:
(1) section 290.01, subdivision 19b, clause (8), to the extent the amount is assignable or
allocable to Minnesota under section 290.17; and (ii) section 290.01, subdivision 19b,
clause (13). The subtraction allowed under section 290.01, subdivision 19b, clause (8), is
only allowed on the composite tax computation to the extent the electing partner would

have been allowed the subtraction.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2010.

Sec. 4. Minnesota Statutes 2010, section 289A.12, is amended by adding a subdivision

to read:

Article 1 Sec. 4. 4
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Subd. 17. Third-party payers of sick pay benefits. (a) A third-party payer of sick

pay benefits who withholds income tax from the sick pay of an employee as agent for the

employer of the employee, and who remits that withholding tax to the commissioner must

file an annual report on a form prescribed by the commissioner. The report must include

the name and tax identification number of each employer for whom the payer has made

sick pay payments and the name, Social Security number, amount of sick pay paid, and

amount of tax withheld for each employee.

(b) The report must be filed with the commissioner on or before February 28 of the

year following the year in which the sick pay benefits were paid.

(c) The report required by this subdivision does not need to be filed if the third-party

payer, rather than the employer, has provided to the employee the annual statement

required under section 289A.09, subdivision 2, that includes the sick pay benefits paid

and the tax withheld.

EFFECTIVE DATE. This section is effective for benefits paid after December
31, 2010.

Sec. 5. Minnesota Statutes 2010, section 289A.25, subdivision 1, is amended to read:

Subdivision 1. Requirements to pay. An individual, trust, S corporation, or

partnership must, when prescribed in subdivision 3, paragraph (b), make payments of

estimated tax._For individuals, the term "estimated tax" means the amount the taxpayer
estimates is the sum of the taxes imposed by chapter 290 for the taxable year. For trusts,

S corporations, and partnerships, the term estimated tax means the amount the taxpayer

estimates is the sum of the taxes for the taxable year imposed by chapter 290 and the

composite income tax imposed by section 289A.08, subdivision 7. If the individual is an

infant or incompetent person, the payments must be made by the individual's guardian. If
joint payments on estimated tax are made but a joint return is not made for the taxable
year, the estimated tax for that year may be treated as the estimated tax of either the
husband or the wife or may be divided between them.

Notwithstanding the provisions of this section, no payments of estimated tax are
required if the estimated tax, as defined in this subdivision, less the credits allowed against

the tax, is less than $500.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2010.

Sec. 6. Minnesota Statutes 2010, section 289A.25, subdivision 6, is amended to read:

Article 1 Sec. 6. 5
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Subd. 6. Exception to addition to tax. (a) For individuals, no addition to the tax

shattbe is imposed under this section for any taxable year if:

(1) the taxpayer did not have liability for tax for the preceding taxable year,

(2) the preceding taxable year was a taxable year of 12 months, and

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

(b) For trusts, S corporations, and partnerships, if in any previous taxable year the

entity was subject to taxation under chapter 290 or composite income tax is elected under

section 289A.08, subdivision 7, then an addition to the tax is imposed under this section.

In all other taxable years, no addition to tax is imposed under this section.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2010.

Sec. 7. Minnesota Statutes 2010, section 289A.25, is amended by adding a subdivision
to read:

Subd. 14. Short taxable year. (a) A trust, S corporation, or partnership with a

short taxable year of less than 12 months, but at least four months, must pay estimated

tax in equal installments on or before the 15th day of the third, sixth, ninth, and final

month of the short taxable year, to the extent applicable based on the number of months

in the short taxable year.

(b) A trust, S corporation, or partnership is not required to make estimated tax

payments for a short taxable year unless its tax liability before the first day of the last

month of the taxable year can reasonably be expected to exceed $500.

(¢) No payment is required by a trust, S corporation, or partnership for a short

taxable year of less than four months.

EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2010.

Sec. 8. Minnesota Statutes 2010, section 289A.26, subdivision 1, is amended to read:
Subdivision 1. Minimum liability. A corporation subject to taxation under chapter

290 (excluding section 290.92 and an S corporation under section 290.9725) or an entity

subject to taxation under section 290.05, subdivision 3, must make payment of estimated
tax for the taxable year if its tax liability so computed can reasonably be expected to
exceed $500, or in accordance with rules prescribed by the commissioner for an affiliated

group of corporations filing one return under section 289A.08, subdivision 3.

Article 1 Sec. 8. 6
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EFFECTIVE DATE. This section is effective for taxable years beginning after
December 31, 2010.

Sec. 9. Minnesota Statutes 2010, section 289A.50, subdivision 10, is amended to read:
Subd. 10. Limitation on refund. (a) If an addition to federal taxable income under
section 290.01, subdivision 19a, clause (1), is judicially determined to discriminate

against interstate commerce with respect to obligations of a certain character or type, the

legislature intends that the discrimination be remedied by adding to federal taxable income

interest on comparable obligations of Minnesota governmental units and Indian tribes to

federat-taxabletneome. For purposes of this subdivision, "comparable obligation" means

obligations of the character or type that the court found to be unconstitutionally favored by

section 290.01, subdivision 19a, clause (1), whether based on the security for payment,

use of the proceeds, or any other factor identified as determinative by the court.

(b) This subdivision applies beginning with the taxable years that begin during the
calendar year in which the court's decision is final. Other remedies apply for previous

taxable years.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 10. Minnesota Statutes 2010, section 290.01, subdivision 19a, is amended to read:

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

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

(i1) exempt-interest dividends as defined in section 852(b)(5) of the Internal Revenue
Code, except:

(A) the portion of the exempt-interest dividends exempt from state taxation under
the laws of the United States; and

(B) 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, including any dividends exempt

under subitem (A), that are paid by the regulated investment company as defined in section

Article 1 Sec. 10. 7
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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

(ii1) 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, sales and use, motor vehicle sales, or excise taxes paid
or accrued within the taxable year under this chapter and the amount of taxes based on
net income paid, sales and use, motor vehicle sales, or excise 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, disregarding the amounts allowed under
sections 63(c)(1)(C) and 63(c)(1)(E) of the Internal Revenue Code. For the purpose of
this paragraph, the disallowance of itemized deductions under section 68 of the Internal
Revenue Code of 1986, income, sales and use, motor vehicle sales, or excise taxes are
the last itemized deductions disallowed;

(3) the capital gain amount of a lump-sum distribution to which the special tax under
section 1122(h)(3)(B)(i1) 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);

(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

Article 1 Sec. 10. 8
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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) the exclusion allowed under section 139A of the Internal Revenue Code for
federal subsidies for prescription drug plans;

(11) the amount of expenses disallowed under section 290.10, subdivision 2;

(12) the amount deducted for qualified tuition and related expenses under section
222 of the Internal Revenue Code, to the extent deducted from gross income;

(13) the amount deducted for certain expenses of elementary and secondary school
teachers under section 62(a)(2)(D) of the Internal Revenue Code, to the extent deducted
from gross income;

(14) the additional standard deduction for property taxes payable that is allowable
under section 63(c)(1)(C) of the Internal Revenue Code;

(15) the additional standard deduction for qualified motor vehicle sales taxes
allowable under section 63(c)(1)(E) of the Internal Revenue Code;

(16) discharge of indebtedness income resulting from reacquisition of business
indebtedness and deferred under section 108(i) of the Internal Revenue Code; and

(17) the amount of unemployment compensation exempt from tax under section
85(c) of the Internal Revenue Code; and

(18) changes to federal taxable income attributable to a net operating loss that the

taxpayer elected to carry back for more than two years for federal purposes but for which

the losses can be carried back for only two years under section 290.095, subdivision

11, paragraph (c).

EFFECTIVE DATE. This section is effective retroactively for losses generated in

taxable years beginning after December 31, 2007.

Sec. 11. Minnesota Statutes 2010, section 290.01, subdivision 19b, is amended to read:
Subd. 19b. Subtractions from federal taxable income. For individuals, estates,

and trusts, there shall be subtracted from federal taxable income:

Article 1 Sec. 11. 9
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(1) net interest income on obligations of any authority, commission, or
instrumentality of the United States to the extent includable in taxable income for federal
income tax purposes but exempt from state income tax under the laws of the United States;

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

(3) the amount paid to others, less the amount used to claim the credit allowed under
section 290.0674, not to exceed $1,625 for each qualifying child in grades kindergarten
to 6 and $2,500 for each qualifying child in grades 7 to 12, for tuition, textbooks, and
transportation of each qualifying child in attending an elementary or secondary school
situated in Minnesota, North Dakota, South Dakota, Iowa, or Wisconsin, wherein a
resident of this state may legally fulfill the state's compulsory attendance laws, which
is not operated for profit, and which adheres to the provisions of the Civil Rights Act
of 1964 and chapter 363A. For the purposes of this clause, "tuition" includes fees or
tuition as defined in section 290.0674, subdivision 1, clause (1). As used in this clause,
"textbooks" includes books and other instructional materials and equipment purchased
or leased for use in elementary and secondary schools in teaching only those subjects
legally and commonly taught in public elementary and secondary schools in this state.
Equipment expenses qualifying for deduction includes expenses as defined and limited in
section 290.0674, subdivision 1, clause (3). "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, or transportation to, extracurricular activities including sporting events,
musical or dramatic events, speech activities, driver's education, or similar programs. No
deduction is permitted for any expense the taxpayer incurred in using the taxpayer's or
the qualifying child's vehicle to provide such transportation for a qualifying child. 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;

(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 or not deductible pursuant to section 408(d)(8)(E)
of the Internal Revenue Code 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
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as a deduction for the taxable year under section 170(a) of the Internal Revenue Code,
under the provisions of Public Law 109-1 and Public Law 111-126;

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

(8) 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;

(9) job opportunity building zone income as provided under section 469.316;

(10) to the extent included in federal taxable income, the amount of compensation
paid to members of the Minnesota National Guard or other reserve components of the
United States military for active service-petformedtrMinnesota, excluding compensation
for services performed under the Active Guard Reserve (AGR) program. For purposes of
this clause, "active service" means (1) state active service as defined in section 190.05,
subdivision 5a, clause (1); or (ii) federally funded state active service as defined in
section 190.05, subdivision Sb+ertti-federal-acttveserviceasdefinedtnseetion196-65;
subdtvistonrSe, but "active service" excludes service performed in accordance with section
190.08, subdivision 3;

(11) to the extent included in federal taxable income, 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 etitstdevirnesota under United States Code,
title 10;seetton1THoH ) Hntted-States-Codetitte32;seetton1H0+H12); or the authority of
the United Nations;

(12) 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
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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 (1) travel, (i1) 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;

(13) 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 19¢, 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;

(14) to the extent included in the federal taxable income of a nonresident of

Minnesota, compensation paid to a service member as defined in United States Code, title
10, section 101(a)(5), for military service as defined in the Servicemembers Civil Relief
Act, Public Law 108-189, section 101(2);

(15) international economic development zone income as provided under section
469.325;

(16) to the extent included in federal taxable income, the amount of national service
educational awards received from the National Service Trust under United States Code,
title 42, sections 12601 to 12604, for service in an approved Americorps National Service
program; and

(17) to the extent included in federal taxable income, discharge of indebtedness
income resulting from reacquisition of business indebtedness included in federal taxable
income under section 108(i) of the Internal Revenue Code. This subtraction applies only
to the extent that the income was included in net income in a prior year as a result of the
addition under section 290.01, subdivision 19a, clause (16); and

(18) the amount of the net operating loss allowed under section 290.095, subdivision

11, paragraph (c).
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13.1 EFFECTIVE DATE. The changes to clauses (10), (11), and (14) are effective the

13.2 day following final enactment. Clause (18) is effective retroactively for losses generated

13.3 in taxable years beginning after December 31, 2007.

13.4 Sec. 12. Minnesota Statutes 2010, section 290.06, subdivision 2c, is amended to read:
13.5 Subd. 2c. Schedules of rates for individuals, estates, and trusts. (a) The income
13.6 taxes imposed by this chapter upon married individuals filing joint returns and surviving
13.7 spouses as defined in section 2(a) of the Internal Revenue Code must be computed by

13.8 applying to their taxable net income the following schedule of rates:

13.9 (1) On the first $25,680, 5.35 percent;

13.10 (2) On all over $25,680, but not over $102,030, 7.05 percent;

13.11 (3) On all over $102,030, 7.85 percent.

13.12 Married individuals filing separate returns, estates, and trusts must compute their

13.13  income tax by applying the above rates to their taxable income, except that the income
13.14  brackets will be one-half of the above amounts.
13.15 (b) The income taxes imposed by this chapter upon unmarried individuals must be

13.16  computed by applying to taxable net income the following schedule of rates:

13.17 (1) On the first $17,570, 5.35 percent;

13.18 (2) On all over $17,570, but not over $57,710, 7.05 percent;

13.19 (3) On all over $57,710, 7.85 percent.

13.20 (c) The income taxes imposed by this chapter upon unmarried individuals qualifying

1321  as a head of household as defined in section 2(b) of the Internal Revenue Code must be

1322 computed by applying to taxable net income the following schedule of rates:

13.23 (1) On the first $21,630, 5.35 percent;

13.24 (2) On all over $21,630, but not over $86,910, 7.05 percent;

13.25 (3) On all over $86,910, 7.85 percent.

13.26 (d) In lieu of a tax computed according to the rates set forth in this subdivision, the

1327  tax of any individual taxpayer whose taxable net income for the taxable year is less than
1328  an amount determined by the commissioner must be computed in accordance with tables
1329  prepared and issued by the commissioner of revenue based on income brackets of not
1330 more than $100. The amount of tax for each bracket shall be computed at the rates set
13.31  forth in this subdivision, provided that the commissioner may disregard a fractional part of
1332 adollar unless it amounts to 50 cents or more, in which case it may be increased to $1.
13.33 (e) An individual who is not a Minnesota resident for the entire year must compute

13.34  the individual's Minnesota income tax as provided in this subdivision. After the
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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), (9), (12),
(13), and (16);-and++# to (18), 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 subtractions under section 290.01, subdivision 19b, clauses (8),
(9), (13), (14), (15), and (17), and (18), 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), (9), (12), (13), and (16);and
+# to (18), and reduced by the amounts specified in section 290.01, subdivision 19b,

clauses (1), (8), (9), (13), (14), (15), and (17), and (18).

EFFECTIVE DATE. This section is effective retroactively for losses generated in

taxable years beginning after December 31, 2007.

Sec. 13. Minnesota Statutes 2010, section 290.091, subdivision 2, is amended to read:

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:

(1) the charitable contribution deduction under section 170 of the Internal Revenue
Code;

(i1) the medical expense deduction;

(ii1) the casualty, theft, and disaster loss deduction; and

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

(3) for depletion allowances computed under section 613A(c) of the Internal
Revenue Code, with respect to each property (as defined in section 614 of the Internal
Revenue Code), to the extent not included in federal alternative minimum taxable income,

the excess of the deduction for depletion allowable under section 611 of the Internal
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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)
to (9), (12), (13), and (16);and<3+7y to (18);

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; atre

(4) amounts subtracted from federal taxable income as provided by section 290.01,
subdivision 19b, clauses (6), (8) to (15), and (17); and

(5) the amount of the net operating loss allowed under section 290.095, subdivision

11, paragraph (c).

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) "Net minimum tax" means the minimum tax imposed by this section.

(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) "Tentative minimum tax" equals 6.4 percent of alternative minimum taxable

income after subtracting the exemption amount determined under subdivision 3.

EFFECTIVE DATE. This section is effective retroactively for losses generated in

taxable years beginning after December 31, 2007.

Sec. 14. Minnesota Statutes 2010, section 290.0922, subdivision 2, is amended to read:
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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) amrenttty a qualified business as defined under section 469.310, subdivision 11,

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) an 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. The exemption
under this clause applies to taxable years beginning during the duration of the international
economic development zone.

Entities not specifically exempted by this subdivision are subject to tax under this

section, notwithstanding section 290.05.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 15. Minnesota Statutes 2010, section 290.0922, subdivision 3, is amended to read:
Subd. 3. Definitions. (a) "Minnesota sales or receipts”" means the total sales
apportioned to Minnesota pursuant to section 290.191, subdivision 5, the total receipts
attributed to Minnesota pursuant to section 290.191, subdivisions 6 to 8, and/or the
total sales or receipts apportioned or attributed to Minnesota pursuant to any other
apportionment formula applicable to the taxpayer.
(b) "Minnesota property" means total Minnesota tangible property as provided in
section 290.191, subdivisions 9 to 11, any other tangible property located in Minnesota,

but does not include: (1) the property of a qualified business as defined under section

469.310, subdivision 11, that is located in a job opportunity building zone designated

under section 469.314, (2) property of a qualified business located in a biotechnology and

health sciences industry zone designated under section 469.334, or (3) for taxable years
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beginning during the duration of the zone, 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 amount of Minnesota property owned, as determined under section 290.191,
shall be included in Minnesota property based on a fraction in which the numerator is the
number of days in the short taxable year and the denominator is 365.

(c) "Minnesota payrolls" means total Minnesota payrolls as provided in section
290.191, subdivision 12, but does not include: (1) the job opportunity building zone
payrots payroll under section 469.310, subdivision 8, of a qualified business as defined

under section 469.310, subdivision 11, (2) biotechnology and health sciences industry

zone payrolls under section 469.330, subdivision 8, or (3) for taxable years beginning
during the duration of the zone, international economic development 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.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 16. Minnesota Statutes 2010, section 290.095, subdivision 11, is amended to read:

Subd. 11. Carryback or carryover adjustments. (a) Except as provided in
paragraph (c), for individuals, estates, and trusts the amount of a net operating loss
that may be carried back or carried over shall be the same dollar amount allowable in
the determination of federal taxable income, provided that, notwithstanding any other
provision, estates and trusts must apply the following adjustments to the amount of the net
operating loss that may be carried back or carried over:

(1) Nonassignable income or losses as required by section 290.17.

(2) Deductions not allocable to Minnesota under section 290.17.

(b) The net operating loss carryback or carryover applied as a deduction in the taxable
year to which the net operating loss is carried back or carried over shall be equal to the
net operating loss carryback or carryover applied in the taxable year in arriving at federal
taxable income provided that trusts and estates must apply the following modifications:

(1) Increase the amount of carryback or carryover applied in the taxable year by
the amount of losses and interest, taxes and other expenses not assignable or allowable
to Minnesota incurred in the taxable year.

(2) Decrease the amount of carryback or carryover applied in the taxable year by

the amount of income not assignable to Minnesota earned in the taxable year. For estates
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and trusts, the net operating loss carryback or carryover to the next consecutive taxable
year shall be the net operating loss carryback or carryover as calculated in clause (b)
less the amount applied in the earlier taxable year(s). No additional net operating loss
carryback or carryover shall be allowed to estates and trusts if the entire amount has been
used to offset Minnesota income in a year earlier than was possible on the federal return.
However, if a net operating loss carryback or carryover was allowed to offset federal
income in a year earlier than was possible on the Minnesota return, an estate or trust
shall still be allowed to offset Minnesota income but only if the loss was assignable to
Minnesota in the year the loss occurred.

(c) This paragraph does not apply to eligible small businesses that make a valid
election to carry back their losses for federal purposes under section 172(b)(1)(H) of the
Internal Revenue Code as amended through March 31, 2009.

(1) A net operating loss of an individual, estate, or trust that is allowed under this
subdivision and for which the taxpayer elects to carry back for more than two years under
section 172(b)(1)(H) of the Internal Revenue Code is a net operating loss carryback to
each of the two taxable years preceding the loss, and unused portions may be carried
forward for 20 taxable years after the loss.

(2) The entire amount of the net operating loss for any taxable year must be carried
to the earliest of the taxable years to which the loss may be carried. The portion of the loss
which may be carried to each of the other taxable years is the excess, if any, of the amount

of the loss over the greater of the taxable net income or alternative minimum taxable

income for each of the taxable years to which the loss may be carried.

EFFECTIVE DATE. This section is effective retroactively for losses generated in

taxable years beginning after December 31, 2007.

Sec. 17. Minnesota Statutes 2010, section 290.92, subdivision 26, is amended to read:

Subd. 26. Extension of withholding to certain payments where identifying

number not furnished or inaccurate. (a) If, in the case of any reportable payment,

(1) the payee fails to furnish the payee's Social Security account number to the payor,

(2) the payee is subject to federal backup withholding on the reportable payment under

section 3406 of the Internal Revenue Code, or (3) the commissioner notifies the payor that

the Social Security account number furnished by the payee is incorrect, then the payor

shall deduct and withhold from the payment a tax equal to the amount of the payment

multiplied by the highest rate used in determining the income tax liability of an individual

under section 290.06, subdivision 2c.
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(b)(1) In the case of any failure described in clause (a)(1), clause (a) shall apply to
any reportable payment made by the payor during the period during which the Social
Security account number has not been furnished.

(2) In any case where there is a notification described in clause (a)(3), clause (a)
shall apply to any reportable payment made by the payor (1) after the close of the 30th
day after the day on which the payor received the notification, and (ii) before the payee
furnishes another Social Security account number.

(3)(1) Unless the payor elects not to have this subparagraph apply with respect to
the payee, clause (a) shall also apply to any reportable payment made after the close of
the period described in paragraph (1) or (2) (as the case may be) and before the 30th
day after the close of the period.

(1) If the payor elects the application of this subparagraph with respect to the payee,
clause (a) shall also apply to any reportable payment made during the 30-day period
described in paragraph (2).

(ii1) The payor may elect a period shorter than the grace period set forth in
subparagraph (1) or (i1) as the case may be.

(c) The provisions of section 3406 of the Internal Revenue Code shall apply and
shall govern when withholding shall be required and the definition of terms. The term
"reportable payment" shall include only those payments for personal services, including

payments subject to withholding under subdivision 31. No tax shall be deducted or

withheld under this subdivision with respect to any amount for which withholding is
otherwise required under this section. For purposes of this section, payments which are
subject to withholding under this subdivision shall be treated as if they were wages paid
by an employer to an employee and amounts deducted and withheld under this subdivision
shall be treated as if deducted and withheld under subdivision 2a.

(d) Whenever the commissioner notifies a payor under this subdivision that the
Social Security account number furnished by any payee is incorrect, the commissioner
shall at the same time furnish a copy of the notice to the payor, and the payor shall
promptly furnish the copy to the payee. If the commissioner notifies a payor under this
subdivision that the Social Security account number furnished by any payee is incorrect
and the payee subsequently furnishes another Social Security account number to the
payor, the payor shall promptly notify the commissioner of the other Social Security

account number furnished.

EFFECTIVE DATE. This section is effective the day following final enactment.
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ARTICLE 2
ESTATE TAXES

Section 1. Minnesota Statutes 2010, section 289A.18, subdivision 3, is amended to
read:
Subd. 3. Estate tax returns. An estate tax return must be filed with the

commissioner within nine months after the decedent's death. Except in the case of the

estate of a decedent dying after December 31, 2009, and before December 17, 2010,

then an estate tax return must be filed with the commissioner within nine months after

the decedent's death; within the time provided by Minnesota Statutes, section 289A.19,

subdivision 4; or before September 20, 2011; whichever is later.

EFFECTIVE DATE. This section is effective for estates of decedents dying after
December 31, 2009.

Sec. 2. Minnesota Statutes 2010, section 289A.35, is amended to read:

289A.35 ASSESSMENTS ON RETURNS.

(a) The commissioner may audit and adjust the taxpayer's computation of federal
taxable income, items of federal tax preferences, or federal credit amounts to make them
conform with the provisions of chapter 290 or section 298.01. If a return has been filed,
the commissioner shall enter the liability reported on the return and may make any audit
or investigation that is considered necessary.

(b) The commissioner may audit and adjust the taxpayer's computation of tax under

chapter 291. In the case of a return filed pursuant to section 289A.10, the commissioner

shall notify the estate no later than six months after the filing date, as provided by section

289A.38, subdivision 2, whether the return is under examination or the return has been

processed as filed.

EFFECTIVE DATE. This section is effective for estates of decedents dying after
December 31, 2010.

Sec. 3. Minnesota Statutes 2010, section 291.03, subdivision 1b, is amended to read:
Subd. 1b. Qualified terminable interest property. For estates of decedents dying
after December 31, 2009, and before January 1, 2011, if no-federal-estate-taxretarnts

fited a federal election under section 301(¢c) of the Tax Relief, Unemployment Insurance

Reauthorization, and Job Creation Act of 2010, Public Law 111-312, is made, the executor

may make a qualified terminable interest property election, as defined in section 2056(b)(7)
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of the Internal Revenue Code, for purposes of computing the tax under this chapter. The
election may not reduce the taxable estate under this chapter below $3,500,000. The
election must be made on the tax return under this chapter and is irrevocable. All tax under
this chapter must be determined using the qualified terminable interest property election
made on the Minnesota return. For purposes of applying sections 2044 and 2207A of

the Internal Revenue Code when computing the tax under this chapter for the estate of
the decedent's surviving spouse, regardless of the date of death of the surviving spouse,
amounts for which a qualified terminable interest property election has been made under
this section must be treated as though a valid federal qualified terminable interest property

election under section 2056(b)(7) of the Internal Revenue Code has been made.

EFFECTIVE DATE. This section is effective for estates of decedents dying after
December 31, 2009.

ARTICLE 3
PROPERTY TAXES

Section 1. Minnesota Statutes 2010, section 17.459, subdivision 2, is amended to read:
Subd. 2. Agricultural pursuit. Raising horses and other equines is agricultural

production and an agricultural pursuit. Horse breeding farms, horse training farms, horse

boarding farms, or farms combining those purposes, are an intensive agricultural use that

may be accomplished on limited acreage. These intensive agricultural uses are necessary

for horses in order to control the feeding, safety, and overall condition of the animals.

Sec. 2. Minnesota Statutes 2010, section 270.87, is amended to read:

270.87 CERTIFICATION TO COUNTY ASSESSORS.

After making an annual determination of the equalized fair market value of the
operating property of each company in each of the respective counties, and in the taxing
districts therein, the commissioner shall certify the equalized fair market value to the
county assessor on or before June 30. The equalized fair market value of the operating
property of the railroad company in the county and the taxing districts therein is the value
on which taxes must be levied and collected in the same manner as on the commercial and

industrial property of such county and the taxing districts therein. If the commissioner

determines that the equalized fair market value certified on or before June 30 is in error,

the commissioner may issue a corrected certification on or before August 31.
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EFFECTIVE DATE. This section is effective for taxes payable in 2012 and

thereafter.

Sec. 3. Minnesota Statutes 2010, section 272.029, is amended by adding a subdivision
to read:

Subd. 4a. Correction of errors. If the commissioner of revenue determines that

the amount of production tax has been erroneously calculated, the commissioner may

correct the error. The commissioner must notify the owner of the wind energy conversion

system of the correction and the amount of tax due to each county and must certify the

correction to the county auditor of each county in which the system is located on or before

April 1 of the current year.

EFFECTIVE DATE. This section is effective beginning with certifications due
February 28, 2012.

Sec. 4. Minnesota Statutes 2010, section 273.1231, subdivision 4, is amended to read:
Subd. 4. Homestead property. "Homestead property" means a homestead dwelling
that is classified as class 1a, 1b, +e; or 2a property or a manufactured home or sectional

home used as a homestead and taxed pursuant to section 273.125, subdivision 8, paragraph

(b), (c), or (d).

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 5. Minnesota Statutes 2010, section 273.124, subdivision 1, is amended to read:

Subdivision 1. General rule. (a) Residential real estate that is occupied and used
for the purposes of a homestead by its owner, who must be a Minnesota resident, is
a residential homestead.

Agricultural land, as defined in section 273.13, subdivision 23, that is occupied and
used as a homestead by its owner, who must be a Minnesota resident, is an agricultural
homestead.

Dates for establishment of a homestead and homestead treatment provided to
particular types of property are as provided in this section.

Property held by a trustee under a trust is eligible for homestead classification if the
requirements under this chapter are satisfied.

The assessor shall require proof, as provided in subdivision 13, of the facts upon
which classification as a homestead may be determined. Notwithstanding any other law,

the assessor may at any time require a homestead application to be filed in order to verify
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that any property classified as a homestead continues to be eligible for homestead status.
Notwithstanding any other law to the contrary, the Department of Revenue may, upon
request from an assessor, verify whether an individual who is requesting or receiving
homestead classification has filed a Minnesota income tax return as a resident for the most
recent taxable year for which the information is available.

When there is a name change or a transfer of homestead property, the assessor may
reclassify the property in the next assessment unless a homestead application is filed to
verify that the property continues to qualify for homestead classification.

(b) For purposes of this section, homestead property shall include property which
is used for purposes of the homestead but is separated from the homestead by a road,
street, lot, waterway, or other similar intervening property. The term "used for purposes
of the homestead" shall include but not be limited to uses for gardens, garages, or other
outbuildings commonly associated with a homestead, but shall not include vacant land
held primarily for future development. In order to receive homestead treatment for
the noncontiguous property, the owner must use the property for the purposes of the
homestead, and must apply to the assessor, both by the deadlines given in subdivision
9. After initial qualification for the homestead treatment, additional applications for
subsequent years are not required.

(c) Residential real estate that is occupied and used for purposes of a homestead by a
relative of the owner is a homestead but only to the extent of the homestead treatment
that would be provided if the related owner occupied the property. For purposes of this
paragraph and paragraph (g), "relative" means a parent, stepparent, child, stepchild,
grandparent, grandchild, brother, sister, uncle, aunt, nephew, or niece. This relationship
may be by blood or marriage. Property that has been classified as seasonal residential
recreational property at any time during which it has been owned by the current owner or
spouse of the current owner will not be reclassified as a homestead unless it is occupied as
a homestead by the owner; this prohibition also applies to property that, in the absence of
this paragraph, would have been classified as seasonal residential recreational property at
the time when the residence was constructed. Neither the related occupant nor the owner
of the property may claim a property tax refund under chapter 290A for a homestead
occupied by a relative. In the case of a residenc<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>