
STATE OF MINNESOTA 

DEPARTMENT OF REVENUE 

INCOME TAX DIVISION 

IN THE MATTER of the Proposed Amendment 
of an Income Tax Rule of the Department 
of Revenue Relating to Minnesota Gross 
Income fo r Individuals Who Are Part-Year 
Residents or Nonresidents of Minnesota 
(Federal Adjusted Gross Income) 
(13 MCAR Section 1.6004) 

STATEMENT OF NEED 
AND REASONABLENESS 

This document has been prepared as a verbatim affirmative presentation of 

the facts necessary to establish the statutory authority, need for and reason

ableness of the proposed amendment of 13 MCAR Section 1.6004, Minnesota Gross 

Income for Individuals Who Are Part-Year Residents or Nonresidents of Minnesota 

(Federal Adjusted Gross Income). It is submitted pursuant to Minnesota 

Statutes, Section 14 . 23, which requires that the agency prepare a Statement of 

Need and Reasonableness which shall be available to the public . 

Authority to Amend the Rule 

Minnesota Statutes , Section 290 . 52 gives the Commissioner authority to 

establish rules for the income tax law. Implicit in the authority to establish 

rules is the ability to amend ruies . Minnesota Statutes, Section 290.08l(c) 

allows the Commissioner to decide with which states reciprocity will be allowed. 

Statement of Need and Reasonableness 

13 MCAR Section 1 . 6004 deals with Minnesota Gross Income for Individuals 

Who are Part-Year Residents or Nonresidents of Minnesota (Federal Adjusted Gross 

Income) including income tax reciprocal agreements between Minnesota and certain 

other states. The Commissioner of Revenue has the authority under Minnesota 

Statutes, Section 290 . 081 to enter into reciprocal tax agreements with other 

states. The authority for withholding tax reciprocity agreements is contained 
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in Minnesota Statutes, Section 290 . <:B , subd . 4a(3). The Commissioner of 

Revenue, State of Minnesota, has entered into an income tax and withholding tax 

reciprocal agreement with the Commissioner of Revenue, State of Michigan, 

applicable with respect to the taxation of net income for taxable years begin

ning on or after January 1, 1984 and with respect to withholding tax, effective 

January 1, 1984 (see attachment). Wisconsin, North Dakota a nd Michigan are now 

the only states that have reciprocity exclusion agreements with the State of 

Minnesota. 13 MCAR Section 1 . 6004 F . should therefore be amended to include 

the State of Michigan . 



. .i .. - -Income Tax and Withholdi ng Tax Rec iproca l Agreement 
Between Michigan and Minnesota 

1. This agreement shall be applicable with respect tc the taxation of net income 
for taxable years beginning on or alte r Jaruary 1, 198~ and ~ith re spect to 
withholding tax, effec tive January 1, 1984 . 

2 . For purposes of this agreement, i ncome from "pl' rsonal services" shal 1 be dcem:?d 
to include income from "professions " and "compensation" shall be deemed to 
include fees of independent professional persons not engaged in business. i . e ., 
doctors , attorneys, a ccountants, engineers . 

3 . Th is agreement relates onl y to net income taxntion of natural pers0ns nnd the 
terms "natural persons" and "indi viduals " are to be deemet! synnnymous . 

4 . This ~greement docs not relate to any tHX l ev ied on e ach individuAl by either 
state for tlae privilege of do i ng 1:-·;!>i ne s s in s ul:h state . 

5 . This agreement shall not be ir.t ..: rpreted e!. rrEoventing the t;!ldng authorities 
of either state from requiring any i 11di viduc1 l to file sud, returns as are 
r equired by the law of the state even though some or all of the inco~e reported 
in s11ch returns i s not suhjecc to income t~x by the stnte brcau s e o f the r ('ci
procjty provisions of i ts income tax law. 

6. Pursuant t o this agreement, ~ichigan will forego taxa tion of compensRtion , fro~ 
pers onal services performed in Michigan, by natural persons domiciled in t!inne
sota who cust omar ily r etur r, to thC'ir place of ahoJn_ in Minnl!so t a at leas:: once a 
r,1ontb; and Minneso t a will forego taxation o f compensation , fron, personal r,c r •1i ce.s 
performed i n Minnesot3, by n~t11ra l pcr!>ons domiciled in Michigan who cuftomari l y 
return to thei r place of abode in Michii;an at least once a mollth . 

, . The e rnp l0yt!r of an~• employee domiciled in Mi!1~,esota anrl quillif:;ing under l'.ua
g raph 6 . , wh ich employee performs person3 l servil:es in Mich i gan, need not 
withhold for Mi ch i ga~ income tax purpos~s for wa ges paid t o such employe e af ter 
January 1, 1984 for person~l services performed i n Michig~n. The employer ol 
any employee domici l ed i n Mich igan :ind qualifyinK under P.-:ragrc,ph 6 . , which 
emplo)ee performs personal serv i ces in Minne s ~ta . need not wit hho ld for Minne
sota income tax purposes for wage s pH1J to such employee after Janu3r•· 1, 
1984 , for personal services pe rformed in Minneso t a . 

6. Additions and changes , i n--: .luding definitions, in the pr,,vision~ 0f ti.is db t ce
ment may be made by mutual consenL of the Commi s5ioners of Michi Kan and Minne
sota shall become an atc.achrnent to lhis ag r ecme11t. 

-! 
Dated this ~ ay of ~ • l 93J , .. 

. A~\~J?e~--~-----
Commis sioner of Revenue 
State of Minnesota 

Rio? V(! ,1\1(• 

Sr :.ice nt Michigan 
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Statement 
Compliance With 
Rulemaking Procedures 

I, John P. Malach, Jr ., I ncome Tax Attorney, do hereby declare that 
I have examined the rules and al l related documents and that, based on my 
examination and my pe r sonal familiarity with the applicable procedures, the 
Administrative Procedure Act, the rules of the Office of Administrative 
Hearings, and the rules of the Attorney General have been followed . There 
are no exceptions . 

Dated: 4-'1- ~'i 




