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FIFTY-THIRD DAY 

St. Paul, Minnesota, Monday, May 14, 1979 

The Senate met at 1:30 o'clock p.m. and was called to order by 
the President. 

CALL OF THE SENATE 

· Mr. Coleman imposed a call of the Senate. The following Sen-
ators answered to their names: · 
Anderson Engler Kirchner Olhoft 
Bang Frederick Kleinbaum Penny 
Benedict Gea,W Knaak Peterson 
Bernhagen Gunderson Laufenburger Pillsbury 
Brataas Hanson Lessard Purfeerst 
Chmielewski Hughes McCutcheon Rued 
Coleman Humphrey Menning Schmitz 
Davies Jensen Merriam Setzepfandt 
Dunn Johnson Nelson Sieloff 

Sikorski 
Spear 
Staples 
Stokowski 
Strand 
Ulland,J. 
Willet 

The Sergeant at Arms was instructed to bring in the absent 
members. 

Prayer was offered by the Chaplain, Rev. Wayne Kendrick. 

The roll was called, and the following Senators answered to 
their names: 
Anderson Frederick Knoll Olson 
Ashbach Gearty Knutson Penny 
Bang Gunderson Laufenburger Perpich 
Benedict Hanson Lessard Peterson 
Bernhagen Hughes Luther Pillsbury 
Brataas Humphrey McCutcheon Purfeerst 
Chenoweth Jensen Menning Renneke 
Chmielewski Johnson Merriam Rued 
Coleman Keefe, J. Moe Schaaf 
Davies Keefe, S. Nelson Schmitz 
Dieterich Kirchner Nichols Setzegfandt 
Dunn Kleinbaum Ogdahl Sieloff 
Engler Knaak Olhoft Sikorski 

The President declared a quorum present. 

Billers 
Solon 
Spear 
Staples 
Stokowski 
Strand 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

The reading of the J oumal was dispensed with and the J our
nal, as printed and corrected, was approved. 

MEMBERS EXCUSED 

Mr. Schrom was excused from the Session of today. Mr. Sillers 
was excused from the Session of today until 3:00 o'clock p.m. 
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EXECUTIVE AND OFFICIAL COMMUNICATIONS 

The following communications were received and referred to the 
committee indicated. 

The Honorable Edward J. Gearty 
President of the Senate 

Dear Sir: 

April 27, 1979 

The following appointments to the State Council on Affairs of 
Spanish-Speaking People are hereby respectfully submitted to the 
Senate for confirmation as required by law: 

JoAnn Cardenas de Enos, 149 Exeter Place, St. Paul, Ramsey 
County, has been appointed by me, effective May 3, 1979, for a 
term expiring June 30, 1981. 

Fidelina Lopez de Fischer, 745 14th Avenue South, St. Cloud, 
Steams County, has been appointed by me, effective May 3, 1979, 
for a term expiring June 30, 1981. 

Alex Frank Gallegos, 1252 Ashland Street, St. Paul, Ramsey 
County, has been appointed by me, effective May 3, 1979, for a 
term expiring June 30, 1981. 

Efren Tovar, 414½ NW Third Street, East Grand Forks, Polk 
County, has been appointed by me, effective May 3, 1979, for a 
term expiring June 30, 1981. 

(Referred to the Committee on General Legislation and Ad
ministrative Rules.) 

Sincerely, 

Albert H. Quie, Governor 

The Honorable Edward J. Gearty 
President of the Senate 

Dear Sir: 

May 10, 1979 

I have the honor of informing you that I have received, ap
proved, signed and deposited in the Office of the Secretary of State, 
S. F. Nos. 466, 668 and 1388. 

Sincerely yours, 

Albert H. Quie, Governor 

May 10, 1979 
The Honorable Rod Searle 
Speaker of the House of Representatives 
The Honorable Edward J. Gearty 
President of the Senate 
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I have the honor to inform you that the following enrolled Acts 
of the 1979 Session of the State Legislature have been received 
from the Office of the Governor and are deposited in the Office 
of the Secretary of State for preservation, pursuant to the State 
Constitution, Article IV, Section 23: 
S. F. H. F. Session Laws Date Approved 
No. No. Chapter No. 1979 

466 
668 

1388 

67 75 MaylO 
1214 76 May 10 
1436 77 Mayl0 

78 Mayl0 
79 MaylO 
80 MaylO 

Sincerely, 

Date Filed 
1979 

Mayl0 
Mayl0 
Mayl0 
Mayl0 
Mayl0 
Mayl0 

Joan Anderson Growe, 
Secretary of State 

MESSAGES FROM THE HOUSE 

Mr. President: 
I have the honor to announce the passage by the House of the 

following Senate Files, herewith returned: S. F. Nos. 491, 601, 
923, 871, 1158 and 1436. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned May 11, 1979 

Mr. President: 
I have the honor to announce the passage by the House of the 

following Senate File, AS AMENDED by the House, in which 
amendments the concurrence of the Senate is respectfully re
quested: 

S. F. No. 719: A bill for an act relating to education; permitting 
a school district to sell certain buildings at auction; setting con• 
ditions for the sale. 

Senate File No. 719 is herewith returned to the Senate. 
Edward A. Burdick, Chief Clerk, House of Representatives 

Returned May 11, 1979 

CONCURRENCE AND REPASSAGE 

Mr. Jensen moved that the Senate concur in the amendments 
by the House to S. F. No. 719 and that the bill be placed on it.• 
repassage as amended. The motion prevailed. 

S. F. No. 719 was read the third time, as amended by the 
House, and placed on its repassage. 

The question was taken on the repassage of the bill, as amended. 
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The roll was called, and there were yeas 58 and nays 0, as 
follows: 

Those who voted in the affirmative were: 
Anderson Frederick Knaak Penny 
Ashbach Gearty Knoll Perpich 
Bang Gunderson· Knutson Peterson 
Benedict Hanson Laufenburger Pillsbury 
Bemhsgen Hughes Lessard Purfeerst 
Brstaas Humphrey Luther Rued 
Chenoweth Jensen Menning Schaaf 
Chmielewski Johnson Merriam Schmitz 
Coleman · Keefe, J. Moe Setzepfandt 
Davies Keefe, S. Nelson Sieloff 
Dunn Kirchner Nichols Sikorski 
Engler Kleinbaum Olhoft Spesr 

Staples 
Stokowski 
Strand 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener· 
Willet 

So the bill, as amended, was repassed and its title was agreed to. 

MESSAGES FROM THE HOUSE-CONTINUED 

Mr. President: 

I have the honor to announce the passage by the House of the 
following Senate File, AS AMENDED by the House, in which 
amendments the concurrence of the Senate is respectfully re
quested: 

S. F. No. 801: A bill for an act relating to non-alcoholic bever
ages; requiring laboratory examination of certain beverages; de
leting registration exemption for identified beverages; amending 
Minnesota Statutes 1978, Section 34.05, Subdivision 1; repealing 
Minnesota Statutes 1978, Section 34.05, Subdivision 2. 

Senate File No. 801 is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 
Returned May 11, 1979 

Mr. Knutson moved that S. F. No. 801 be laid on the table. 
The motion prevailed. 
Mr. President: 

I have the honor to announce the passage by the House of 
the following Senate File, AS AMENDED by the House, in 
which amendments the concurrence of the Senate is respectfully 
requested: 

S. F. No. 856: A bill for an act relating to public health; 
authorizing waiver of minimum health maintenance organiza
tion requirements for demonstration projects; amending Minne
sota Statutes 1978, Chapter 62D, by adding a section. 

Senate File No. 856 is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 
Returned May 11, 1979 

Mrs. Staples moved that the Senate do not concur in the 
amendments by the House to S. F. No. 856 and that a Conference 
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Committee of 3 members be appointed by the Subcommittee on 
Committees on the part of the Senate, to act with a Conference 
Committee to be appointed on the part of the House. The mo• 
tion prevailed. 

Mr. President: 
I have the honor to announce that the House refuses to con

cur in the Senate amendments to the following House File: 

H. F. No. 772: A bill for an act relating to highways; allow
ing private landowners to install drainage tiles in highway right
of-way; amending Minnesota Statutes 1978, Section 160.20, by 
adding a subdivision. 

Four members of the House have been appointed to a Con
ference Committee on the part of the House as follows: Kvam, 
Ludeman, Fudro and McEachem. 

House File No. 772 is herewith transmitted to the Senate with 
the request that the Senate appoint a Conference Committee. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted May 11, 1979 
Mr. Penny moved that the Senate accede to the request of the 

House for a Conference Committee on H. F. No. 772, and that 
a Conference Committee of 3 members be appointed by the Sub
committee on Committees on the part of the Senate, to act with 
a Conference Committee appointed on the part of the House. The 
motion prevailed. 

Mr. President: 
I have the honor to announce that the House refuses to con

cur in the Senate amendments to the following House File: 

H. F. No. 260: A bill for an act relating to health; providing 
for health planning; requiring certificates of need for construction 
or modification of certain health care facilities and services; re
pealing Minnesota Statutes 1978, Sections 145.71 to 145.831. 

Four members of the House have been appointed to a Con
ference Committee on the part of the House as follows: Carlson, 
L.; Berglin; Heinitz and Kaley. 

House File No. 260 is herewith transmitted to the Senate 
with the request that the Senate appoint a Conference Com
mittee. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted May 11, 1979 
Mrs. Staples moved that the Senate accede to the request of 

the House for a Conference Committee on H. F. No. 260, and 
that a Conference Committee of 3 members be appointed by 
the Subcommittee on Committees on the part of the Senate, to 
act with a Conference Committee appointed on the part of the 
House. The motion prevailed. 
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Mr. President: 

I have the honor to announce that the House refuses to con
cur in the Senate amendments to the following House File: 

H. F. No. 261: A bill for an act relating to municipal industrial 
development; amending the definition of project; requiring a 
notice and hearing; amending Minnesota Statutes 1978, Sections 
474.01, Subdivision 7a, and by adding a subdivision; 474.02, Sub
division le, and by adding a subdivision; and 474.12. 

Six members of the House have been appointed to a Conference 
Committee ·on the part of the House as follows: Schreiber, 
Pleasant, Haukoos, Kroening, Casserly and Waldorf. 

House File No. 261 is herewith transmitted to the Senate with 
the request that the Senate appoint a Conference Committee. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted May 11, 1979 

Mr. Humphrey moved that the Senate accede to the request 
of the House for a Conference Committee on H. F. No. 261, 
and that a Conference Committee of 5 members be appointed 
by the Subcommittee on Committees on the part of the Senate, 
to act with a Conference Committee appointed on the part of 
the House. The motion prevailed. 

Mr. President: 

I have the honor to announce the passage by the House of the 
following House Files, herewith transmitted: H. F. Nos. 368, 1050, 
277,257,877 and 1495. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Transmitted May 11, 1979 

FIRST READING OF HOUSE BILLS 

The following bills were read the first time and referred to the 
committees indicated. 

H. F. No. 368: A bill for an act relating to community social 
services; establishing a formula for allocating state and federal 
funds to counties for the administration and provision of com
munity social services; providing for community social service tax 
levies; prescribing the duties of county boards and the commissioner 
of public welfare; establishing an experimental program of services 
for chronically mentally ill persons; appropriating money; amending 
Minnesota Statutes 1978, Sections 245.61; 245.62; 245.63; 245.64; 
245.66; 245.68; 245.69; 245.84, Subdivisions 1 and 5; 245.85; 245.-
87; 252.21; 252.22; 252.24, Subdivisions 1, 3 and 4; 252.25; 252.26; 
252.261; 253A.02, by adding a subdivision; 253A.07, Subdivisions 1 
and 7; 253A.09, Subdivision 1; 253A.10, Subdivision 4; 253A.14, Sub
division 1; 253A.15, Subdivisions 6, 11, 12 and 13; 254A.05, Subdivi
sion 1; 254A.07, Subdivisions 1 and 2; 254A.08, Subdivision 1; 
254A.12; 254A.14; and 254A.16, Subdivision 2; repealing Minnesota 
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Statutes 1978, Sections 245.65; 245.651; 245.691; 254A.07, Subdi
vision 3; 254A.08, Subdivision 3; and 254A.17. 

Referred to the Committee on Finance. 

H. F. No. 1050: A bill for an act relating to the department of 
veterans affairs; increasing the bed capacity at the Hastings vet
erans home; eliminating the requirement of certain informational 
reports relating to the interment of deceased veterans; amending 
Minnesota Statutes 1978, Section 198.31; repealing Minnesota Stat
utes 1978, Section 149.07. 

Referred to the Committee on Veterans' Affairs. 

H. F. No. 277: A bill for an act relating to shade tree disease 
control; authorizing grants for municipal shade tree removal and 
reforestation programs; amending Minnesota Statutes 1978, Sec
tions 18.023, Subdivisions 1 and 3a; and 275.50, Subdivision 6. 

Referred to the Committee on Rules and Administration for 
comparison with S. F. No. 519, now in the Subcommittee on Bill 
Scheduling. 

H. F. No. 257: A bill for an act relating to taxation; providing 
standards and procedures for tax increment financing; authorizing 
the issuance of bonds; authorizing tax increment financing for the 
payment of principal and interest on such bonds; providing limita
tion on extent of districts to which tax increment financing applies; 
amending Minnesota Statutes 1978, Sections 362A.05; 458.192. 
Subdivision 11; 462.545, Subdivision 5; 462.585, Subdivisions 2, 3 
and 4; 472A.06; 472A.07, by adding a subdivision; 473F.02. Subdi
vision 3; 473F.05; 473F.08, Subdivisions 2, 4 and 6; 474.10, Subdivi
sions 2 and 3; and Chapter 273, by adding sections; repealing Min
nesota Statutes 1978, Sections 458.192, Subdivision 12; 472A.02, 
Subdivision 3; 472A.07, Subdivision 4; and 472A.08. 

Referred to the Committee on Taxes and Tax Laws. 

H. F. No. 877: A bill for an act relating to insurance premium 
finance companies; authorizing finance charges at rates permitted 
by the general usury provisions; amending Minnesota Statutes 1978, 
Section 59A.09, by adding a subdivision. 

Referred to the Committee on Rules and Administration for com
parison with S. F. No. 1339 now on Special Orders. 

H. F. No. 1495: A bill for an act relating to taxation; providing 
for an ad valorem tax on railroads in lieu of the gross earnings 
tax; repealing limited market value; changing homestead base 
value; decreasing classification ratios on certain property; estab
lishing a new category for certain residential nonhomestead prop
erty; increasing homestead credit percentages and maximum 
amounts; increasing agricultural aid credit; extending 3cc classi
fication to qualifying mobile homeowners; extending 3cc classi
fication to the surviving spouse of certain deceased veterans, blind 
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and disabled persons; changing income sources and requirements 
for owners of 3cc property; allowing homestead owned by joint 
tenant to qualify for 3cc classification; providing for deferred as
sessment of value added by historical preservation; providing an 
exclusion of $12,000 for · pension income; excluding pensions of 
nonresidents from gross income; expanding the taxable net in
come brackets for individuals, estates and trusts; increasing per
sonal, dependent, special credits and credits for certain low income 
taxpayers; providing for inflation adjustment to income tax and 
property tax refund brackets and credits; providing residential 
energy credit; aJJowing use of lump sum distribution tax compu
tation for certain severance pay; altering the definition of gross 
income for income tax purposes for individuals, trusts and estates; 
placing restrictions on certain deductions; making certain changes 
in the minimum tax and in the treatment of small business cor
porations; aJJowing a ten year carryback of products liability 
losses; allowing adjustments to bssis; allowing deductions for 
employer contributions to simplified employee plans; excluding 
from income certain payments to members of the armed services; 
increasing the maximum income tax credit for political contri
butions; providing an income tax deduction for certain political 
contributions; conforming individual deductions for business ex
penses, taxes, disaster losses, medical expenses and charitable 
contributions to federal deductions; removing certain limitations 
on the dependent care credit; standardizing the/ersonal, depen
dent and special credits; increasing the standar deduction; up
dating the definition of income for property tax refund purposes; 
expanding inheritance and gift tax exemptions and credits; estab
lishing a presumption of contribution by a spouse in property held 
jointlx with the decedent; adjusting homestead exemption for 
inhentance tax purposes; providing a tax credit for feedlot and 
pollution control equipment; providing an income tax credit to 
a Minnesota resident for income taxes paid to a province or ter
ritory of Canada; reducing the income tax rate applicable to cor
porations; clarifying the purposes for which an additional prop
erty tax levy by governmental subdivisions is authorized; autho
rizing an additional property tax levy by governmental subdivi
sions in certain cases; proVJding for the calculation of tax levy 
limitations for f:overnmental subdivisions; clarifying the taxable 
status of Title I property owned by a non-profit entity; provid
ing that the commissioner of revenue shall administer and enforce 
the Minnesota unfair cigarette sales act; reducing the sales tax 
on newsprint and ink; excluding certain feminine hygiene prod
ucts from the sales tax; exempting from the sales tax the fur
nishing of water and sewer services for residential use; providing 
for municipal regulation of subdivisions; providing penalties; ap
propriating money; amending Minnesota S.tatutes 1978, Sections 
270.06; 272.02, Subdivision 1; 273.11; 273.122; 273.13, Subdivi
sions 4, 6, 6a, 7, 14a and 19; 273.132; 273.17, Subdivision 1; 
275.11, Subdivision 2; 275.50, Subdivisions 5 and 6; 275.51, by 
adding a subdivision; 275.52, Subdivisions 2 and 5; 290.01; 290.21, 
Subdivision 3a; 290.971, Subdivision 5; 295.01, Subdivisions 2 
and 3; 295.02; 295.03; 295.04; 295.05; 295.12; 295.13; 295.14; 
and 462.352, Subdivision 4. 
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Mr. Coleman moved that H. F. No. 1495 be laid on the table. 

The motion prevailed. 

REPORTS OF COMMITTEES 

Mr. Coleman moved that the Committee Reports at the Desk 
be now adopted. The motion prevailed. 

Mr. Moe from the Committee on Finance, to which was referred 

H. F. No. 451: A bill for an act relating to parking privileges 
for handicapped persons; defining terms; extending the uses, in 
relation to parking privileges, of the special license plates issued 
to physically handicapped persons and clarifying the meaning of 
unauthorized use of those plates; recognizing parking certificates, 
insignia or license plates issued to handicapped persons by other 
jurisdiction; modifying the criteria for posted signs designating 
handicapped parking spaces; imposing penalties; amending Min
nesota Stlltutes 1978, Sections 168.021, Subdivisions 3 and 5, 
and by adding a subdivision; 169.345; and 169.346, Subdivisions 
1, 2 and 3. 

Reports the same back with the recommendation that the ·bilJ 
be amended as follows: 

Delete everything after the enacting clause and insert: 

"Section 1. Minnesota Statutes 1978, Section 168.021, is 
amended by adding a subdivision to read: 

Subd. la. [SCOPE OF PRIVILEGE.] If any physically handi
capped person parks a vehicle displaying license p/,ates described 
in this section or any person parks such a vehicle while trans
porting a physically handicapped person, that person shall be 
entitled to courtesy in the parking of the vehicle and be relieved 
of any liability with respect to parking except as provided in sec
tions 169.32 and 169.34; provided that any municipal governing 
body may, by ordinance, prohibit parking on any street or high
way for the purpose of creating a fire lane, or to provide for the 
accommodation of heavy traffic during morning and afternoon 
rush hours and the privileges extended to handicapped persons 
shall not apply on streets or highways where and at the time 
parking is prohibited. The license p/,ates specified in this section 
shall also serve to identify vehicles properly parked in designated 
handicapped parking spaces, as provided in section 169.346. 

Sec. 2. Minnesota Statutes 1978, Section 168.021, Subdivision 
3, is amended to read: 

Sub<!. 3. [UNAUTHORIZED USE OF PLATE.] A petson who 
appropriates or uses the plate provided in this section upon a 
motor vehicle other than as authorized by this section is guilty of 
a gross misdemeanor. This subdivision does not preclude a person 
who is not physically handicapped from operating a vehicle upon 
which these plates are displayed where he is the owner of the 
vehicle and permits its operation by a physically handicapped 
person, or where he operates the vehicle with the consent of the 
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owner who is physically hanrucapped. A non-handicapped driver is 
not entitled to the parking privileges provided in this section and 
in section 169.346 unless he is accompanied by and driving under 
the direction of a physically handicapped person. 

Sec. 3. Minnesota Statutes 1978, Section 168.021, Subdivision 5, 
is amended to read: · 

Subd. 5. [DEFINITIONS.] For the purposes of this section, a 
"physically handicapped person" is he,elly defieed as means a 
person who has sustained an amputation or s11Ue,ed ihe ~
Rent le&s ef IISe ef eee leg 8i' ooth legs material disability of either 
or both arms or legs, or who has been otherwise disabled in any 
manner, rendering it difficult and burdensome for the person to 
walk. 

Sec. 4. Minnesota Statutes 1978, Section 169.345, is amended to 
read: 

169.345 [PAR K IN G PRIVILEGES FOR PHYSICALLY 
HANDICAPPED.] Subdivision 1. [SCOPE OF PRIVILEGE.] 
Any physically hanrucapped person who rusplays prominently 
upon the a~ehlle vehicle parked by him or under his direction 
and for his use, the distinguishing certificate 8i' ieoigeia specified 
in this section shall be entitled to courtesy in the parking of sueh 
aatemebHe the vehicle and be relieved of any liability with respect 
to parking except as provided in sections 169.32, and 169.34; pro
vided that any municipal governing body may, by ordinance, pro
hibit parking on any street or highway for the purpose of creating 
a fire lane, or to provide for the accommodation of heavy traffic 
during morning and afternoon rush hours and the privileges ex
tended to such hanrucapped persons shall not apply on streets or 
highways where and at such time parking is prohibited. The cer
tificate specified in this section shall also serve to identify vehicles 
properly parked in designated handicapped parking spaces as pro
vided in section 169.346. 

Subd. 2. [DEFINITIONS.] For the purpose of this section 
physically handicapped as em~ l!efeie shall inellMie means 
any person who has sustained an amputation or material rusability 
of either or both arms or legs, or who has been otherwise disabled 
in any manner rendering it difficult and burdensome for him to 
walk. 

Subd. 3. [IDENTIFYING CERTIFICATE.] The met&i' 
vehieles division of driver and vehicle services in the department 
of public safety shall issue without charge a special identifying 
certificate er irulignia for a marked motor vehicle to any physically 
handicapped applicant upon submission by the applicant of a cer
tificate by a qualified physician to the division that he is a physi
cally handicapped person within the meaning of subdivision 2. 

The commissioner of public safety shall determine the form, size 
and promulgate rules and regulations governing their issuance and 
use netessary to carry out the provisions of this section. The 
physician's certificate shall specify whether the disability is per
manent or temporary, and if temporary, the opinion of the physi-
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cian as to the duration of the disability. The commissioner may 
issue special identifying certificates 8i' ;asignia to temporarily physi
cally handicapped persons for limited periods of time. 

Subd. 4. [REVOCATION, PENALTY.] If the police of the state 
or any city, or other local government shall find that slMlh the 
certificate 8i' insigRia is being improperly used, they may report to 
the ~ vehleles division of driver and vehicle services in the 
department of public safety any saea violation and the commis
sioner of public safety may, in his discretion, remove the privilege. 

ll; is WHaWl"I aaa p,mi&hable ae hereiaalter pr9Yieee f&r a~ 
JleFS6R whe is Bet Jlhyeieally ha~ !;e -lee -the privilege 
graatee a Jlhyaieal½' haReic~pee J)e¼'S0ft HRtier sooawisiee ,h 

Sec. 5. Minnesota Statutes 1978, Section 169.346, Subdivision 
1, as amended by Laws 1979, Chapter 31, Section 3, is amended 
to read: 

169.346 [PARKING FOR PHYSICALLY HANDICAPPED; 
PROHIBITIONS; PENALTIES.] Subdivision 1. No person shall 
park a motor vehicle in a parking space designated and reserved 
for the physically handicapped, on either private or public prop
erty, unless: 

(a) That person is a physically handicapped iR a HIIIBRBF rea
aermg it ffi!fietilt; daRger8"s er iffiJlBSsible f&r -the JlSFSSR !;e walk, 
-the persea was 01>eratiag the vehlele ,maer 4ahe eireetiaR ef a 
f!0F99R w1,e is physieally haaaieappee iR this ffiRRRer person as 
defined in section 169.345, subdivision 2 , or the person was 9Jl9F· 
atiRg -the ¥ehiele whHe is transporting such a physically handi
capped pe1'S8Bs person ; and 

(b) The vehicle visibly displays the certificate or iasigRia 
license plate issued to physically handicapped persons or the cer
tificate issued to persons transporting physically handicapped per
sons by the department of public safety pursuant to sections 
169.345, subdivision 3, or 168.021 or if the vehicle visibly displays 
an equivalent certificate, insignia or license plate issued by an
other state or one of its political subdivisions . 

Sec. 6. Minnesota Statutes 1978, Section 169.346, Subdivision 2, 
is amended to read: 

Subd. 2. Handicapped parking spaces shall be designated and 
identified by the posting of signs incorporating the international 
symbol of access in white on blue and indicating that the parking 
space is reserved for the handicapped with vehicles displaying the 
required certificate license plates or insignia . ~ pastiRK el eigas 
shall be iR aeCSi'<laaee 'i'Mh tile etate oo4!Ellsg eeae established by 
Flile ef -the c91Rmissisaer ~ a-s!mi::i:tratiea ~ !;e see~ 
.W.Se; whea -the !seat.an ef tile p!H'kmg spaeea SR p¼lblie or pri•.•ate 
laRas is withm the Jl"M'aW ef tile state builamg eooe; aaa iR 
~e with tlie ffiaR~ en uaifefffi traffie eeat,91 BB'Jieee 
aaeptee bv tile cem,.,:sciener ef banspartatien fJ"rs .. aat !;e see
tien 180.06, whee -the parl,;ag siaaees are SR streets aM highway&. 
Spaces which have been clearly identified for handicapped parking 
by signs which are not in compliance with the design. standards a.s 
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set forth in this subdivision shall also be deemed designated and 
reserved for the physically handicapped for the purposes of this 
section. A sign posted for the purpose of this section shall be 
visible from inside a vehicle parked in the space and shall be kept 
clear of snow or other obstructions which block its visibility. 

Sec. 7. Minnesota Statutes 1978, Section 169.346, Subdivision 
3, is amended to read: 

Subd. 3. A-Ry pel'S0B who •lielates the f)l'8'Miens ef BOO!li•.isien l 
shall be finea $W,- This subdivision shall be enforced in the same 
manner as parking ordinances or regulations are enforced in the 
governmental subdivision in which the violation occurs. A handi
capped person charged with violating subdivision 1 because he 
parked in a handicapped parking space without the required cer
tificate or insignia shall not be convicted if he produces in court or 
prior to the court appearance the required certificate or insignia 
and demonstrates that he was entitled to the certificate or insignia 
at the time of arrest or tagging. 

Sec. 8. LEFFECTIVE DATE.] This act is effective the day fol-
lowing final enactment." 

Amend the title as follows: 

Page 1, line 15, after "1/' insert "as amended," 

And when so amended the bill do pass. Amendments adopted. 
Report adopted. 

Mr. Mccutcheon from the Committee on Taxes and Tax Laws, 
to which was referred 

S. F. No. 1101: A bill for an act relating to taxation; altering the 
penalty to be imposed upon assessment districts having large co
efficients of dispersion; delaying the effective date of imposition of 
the penalty; amending Minnesota Statutes 1978, Section 477A.04, 
Subdivisions 1 and 2. 

Reports the same back with the recommendation that the bill 
be amended as follows: 

Delete everything after the enacting clause and insert: 

"Section 1. Minnesota Statutes 1978, Section 477 A.04, is 
amended to read: 

477A.04 LASSESSMENT DISPERSION PENALTY.] Subdi
vision 1. To encourage the proper assessment of property an 
assessment dispersion penalty shall be imposed on assessment dis
tricts as provided in subdivision 2. Each city or town which em
ploys a local assessor, either singly or jointly with other cities or 
towns, shall be considered an assessment district for purposes of 
this section. Any two or more cities or towns which enter into an 
agreement pursuant to section 471.59, for the assessment of prop
erty in the contracting units, shall for purposes of this section be a 
single assessment district. The balance of each county, including 
any city or town which contracts with the county for assessment 
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of property therein, shall be deemed a single assessment district 
for purposes of this section. Any city or town located within a 
county where a county-wide assessing system has been adopted 
purs'fant to section 273.052 or Laws 1974, Chapter 435, Article 3, 
Sectton 3.06, shall for the purposes of this section be considered a 
single assessment district. 

The coefficient of dispersion for each assessment district shall 
be determined by the equalization aid review committee of the 
department of revenue , based on a comparison of estimated mar
ket values and sales prices over an 18-month period . The co
efficient of dispersion shall be determined on the assessor's market 
value before the limitation provided in section 273.11, subdivision 
2. The population shall be the number of persons residing in the 
assessment district according to the 19'70 most recent federal 
census. 

Subd. 2. Beginning in calendar year 198G 1981 and subsequent 
years, an assessment district penalty shall be peerlized calculated 
according to the following schedule: 

(a) $1 per capita , not to exceed five percent of the local gov
ernment aid payment amount for which the assessment district 
would otherwise qualify under section 477 A.01, if the coefficient of 
dispersion in assessments for the preceding year is more than W 
20 percent but less than 12..& 25 percent; 

( b) $3 per capita , not to exceed ten percent of the local gov
ernment aid payment amount for which the assessment district 
would otherwise qualify under section 477 A.01, if the coefficient of 
dispersion in assessments for the preceding year is at least ~ 25 
percent but no more than la 30 percent; 

( c) $5 per capita , not to exceed fifteen percent of the local 
government aid payment amount for which the assessment district 
would otherwise qualify under section 477A.0l, if the coefficient of 
dispersion in assessments for the preceding year is greater than la 
30percent. 

Subd. 3. The amount of assessment district penalty Pesul-tiRg 
mim this seetioe determined according to subdivision 2 shall be 
deducted from the local government aid payments to the assess
ment district as provided in section 4 77 A.01 , except that for any 
assessment district located in any county where a county-wide 
assessing system has been adopted pursuant to section 273.052 or 
Laws 1974, Chapter 435, Article 3, Section 3.06, an amount equiv
alent to the assessment district penalty shall be deducted from the 
county aid portion of the local government aid provided in section 
477 A.01; if no aid or an insufficient amount of aid is provided to 
the county pursuant to section 477A.0l, then an amount equiva
lent to the assessment district penalty shall be deducted from the 
county share of payments made to the county auditor pursuant to 
section 273.13, subdivision 15a." 

Amend the title as follows: 
Page 1, line 6, after "477A.04" delete the comma and insert a 

period 
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Page 1, delete line 7 

And when so amended the bill do pass, Amendments adopted. 
Report adopted. 

Mr. McCutcheon from the Committee on Taxes and Tax Laws, 
to which was referred 

H. F. No. 1167: A bill for an act relating to taxation; lowering 
the excise tax on natural and artificial sparkling wines on a tempo
rary basis. 

Reports the same back with the recommendation that the bill do 
pass. Report adopted. 

Mr. McCutcheon from the Committee on Taxes and Tax Laws, 
to which was referred 

S. F. No. 736: A bill for an act relating to taxation; providing 
for the distribution of proceeds of taxation of electric transmission 
and distribution lines; eliminating certain annual payments by 
utilities; amending Minnesota Statutes 1978, Section 273.42; re
pealing Minnesota Statutes 1978, Section 116C.635. 

Report& the same back with the recommendation that the bill 
be amended as follows: 

Pages 1 and 2, delete section 1 and insert: 

"Section 1. Minnesota Statutes 1978, Section 273.36, is 
amended to read: 

273.36 [ELECTRIC LIGHT AND POWER COMPANIES.] 
Personal property of electric light and power companies having a 
fixed situs in m>y city in this state, except property assessed 
pursuant to section 273.38, shall be listed and assessed where 
situated, without regard to where the principal or other place of 
business of the company is located. 

Sec. 2. Minnesota Statutes 1978, Section 273.38, is amended to 
read: 

273.38 [PERCENTAGE OF ASSESSMENTS; EXCEP
TIONS.] The commissioner of revenue shall assess at five percent 
of market value distribution lines, and the attachments and 
appurtenances thereto, used primarily for supplying electricity to 
farmers at retail, and which shall be taxed at the average rate of 
taxes levied for all purposes throughout the county, and which 
shall be entered, on the tax lists by the county auditor against the 
owner thereof, certified to the county treasurer at the same time 
and in the same manner that other taxes are certified, and, when 
paid, shall be credited aa pr8"Jided in seetioo 2'73,42 to the general 
revenue fund of the county. It is further provided that the distri
bution lines and the attachments and appurtenances thereto of 
cooperative associations organized under the provisions of Laws 
1923, Chapter 326, and laws amendatory thereof and supple
mental thereto, and engaged in the electrical heat, light and power 
business, upon a mutual, non-profit and cooperative plan, shall be 
assessed and taxed as provided in sections 273.40 and 273.41." 
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Page 2, line 12, delete "Subd. 2" and insert: 

"Sec. 3. Minnesota Statutes 1978, Chapter 273, is amended by 
adding a section to read: 

[273.424] [PROPERTY TAX CREDIT.]" 

Page 2, line 24, delete "and distribution" 

Page 2, line 25, delete "273.42" and insert "273.36" 

Page 2, line 33, after the period insert "The auditor of the 
county in which the affected parcel is .located shall calculate the 
amount of the credit due for each parcel and transmit that infor
mation to the county treasurer. The county auditor, in computing 
the credits received pursuant to sections 273.13 and 273.135, shall 
reduce the gross tax by the amount of the credit received pursuant 
to this section. 

Sec. 4. Minnesota Statutes 1978, Chapter 273, is amended by 
adding a section to read: 

[273.425] [ADJUSTMENT OF LEVY.] When preparing tax 
lists pursuant to section 275.28 for each levy year for which credits 
will be payable under section 1, the county auditor shall deduct from 
the assessed valuation of the property within the county an 
amount equal to ten percent of the assessed valuation of transmis
sion lines with respect to which a credit is to be paid. The mill rate 
necessary to be applied to this reduced total valuation in order to 
raise the required amount of tax revenue for the local taxing 
authorities shall be applied to the value of all taxable property in 
the county, including the entire valuation of those transmission 
lines. The proceeds of the tax levied against the excluded ten 
percent of the value of those transmission lines shall be available 
for purposes of funding of the credit provided in section 1. If the 
amount of that portion of the levy exceeds the amount necessary 
to fund the credits, the excess shall be distributed to the taxing 
districts within which the affected property is located in propor
tion to their respective mill rates, to be used for general levy 
purposes." 

Page 3, line 1, after "[REPEALER.]" insert "Subdivision 1." 

Page 3, after line 2, insert: 

"Subd 2. Minnesota Statutes 1978, Sections 273.37 and 273.42 
are repealed." 

Page 3, line 3, delete "Section 1" and insert "Sections 1 to 4 
and section 5, subdivision 2,'' 

Page 3, line 6, delete "2" and insert "5, subdivision 1," 
Renumber the sections in sequence 
Amend the title as follows: 
Page 1, line 6, delete "Section 273.42" and insert "Sections 273.-

36; and 273.38; and Chapter 273, by adding sections" 
Page 1, line 7, delete "Section" and insert "Sections" and after 

"116C.635" insert"; 273.37; and 273.42" 
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And when so amended the bill do pass. Amendments adopted. 
Report adopted. 

Mr. Coleman from the Committee on Rules and Administra
tion, to which was referred 

H. F. No. 1364 for comparison with companion Senate File, re
ports the following House File was found identical and recom
mends the House File be given its second reading and substituted 
for its companion Senate File as follows: 

SPECIAL ORDERS CONSENT CALENDAR CALENDAR 

H.F.No. S.F.No. H.F.No. S.F.No. H.F.No. S.F.No. 

1364 1343 

and that the above Senate File be indefinitely postponed. 

Pursuant to Rule 49, this report was prepared and submitted by 
the Secretary of the Senate on behalf of the Committee on Rules 
and Administration. Report adopted. 

Mr. Coleman from the Committee on Rules and Administration, 
to which were referred 

H. F. Nos. 1198, 567, 970 and 907 for comparison with com
panion Senate Files, reports the following House Files were found 
not identical with their companion Senate Files as follows: 

SPECIAL ORDERS CONSENT CALENDAR CALENDAR 

H.F.No. S. F. No. H. F. No. S. F. No. H.F. No. S.F.No. 

1198 1292 
567 838 
970 1314 
907 959 

Pursuant to Rule 49, the Committee on Rules and· Administra
tion recommends that H.F. No. 1198 be amended as follows: 

Page I, after line 10 insert: 

"Section 1. Minnesota Statutes 1978, Section 97.50, Subdivision 
I, is amended to read: 

97.50 [POLICE POWERS.] Subdivision 1. The commissioner, 
director, game refuge patrolmen, and conservation officers are 
hereby authorized and empowered to execute and serve all war
rants and processes issued by any justice of the peace or magis
trate or by any court having jurisdiction under any law relating 
to wild animals, wild rice, use of water, conservation, protection 
or control of public waters, state-owned dams or other works affect
ing public waters or water pollution, in the same manner as any 
constable or sheriff may do so, and to arrest, without a warrant, 
any person detected in the actual violation of any provisions of 
chapters 84, 97 to 102, 105 and 106, and seetiea sections 609,66 
and 609.68, and acts amendatory thereof, and to take such person 
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before any court in the county in which the offense was committed 
and make proper complaint. 

When a person is arrested for any violation of the provisions of 
the above named chapters, punishable as a misdemeanor, and is not 
taken into custody and immediately taken before a court or magis
trate, the arresting officer shall prepare, in quadruplicate, written 
notice to appear before a court or magistrate. This notice has the 
effect of, and serves as, a summons and complaint. The notice shall 
be in the form of a summons and complaint and shall contain the 
name and address of the person arrested, the offense charged, and 
the time and the place he is to appear before the court or magis
tra te. This place must be before a court or magistrate who has 
jurisdiction within the county in which the offense charged is 
alleged to have been committed. 

In order to secure release, without being taken into custody 
and immediately taken before the court or magistrate, the arrested 
person must give his written promise so to appear before the 
court or magistrate by signing, in quadruplicate, the written 
notice prepared by the arresting officer. The officer shall retain 
the original of the notice and deliver the copy thereof marked 
"summons" to the person arrested. Thereupon the officer shall 
release the person from custody. 

On or before the return day the officer shall make a return there
of to the court or magistrate before whom the notice or summons 
is returnable. If the person so summoned fails to appear on the 
return day the court or magistrate shall issue a warrant for his 
arrest, and upon his arrest proceedings shall be had as in other 
cases." 

Page 3, delete lines 15 to 33 

Page 4, delete lines 1 to 24 and insert: 

"Sec. 5. Minnesota Statutes 1978, Section 100.29, Subdivision 
30, is amended to read: 

Subd. 30. Unless authorized by commissioner's order, it shall be 
unlawful to use a snowmobile or any type of all-terrain vehicle 
during the season open for the taking of beaver or otter and for 
two days thereafter, for the purpose of transporting or checking 
beaver or otter traps or transporting beaver or otter carcasses 
or pelts. However, the commissioner may issue a special permit to 
use a snowmobile or all-terrain vehicle to transport or check beaver 
or otter traps, or to transport beaver or otter carcasses or pelts, 
to any licensed trapper having any of the physical disabilities 
described in section 98.48, subdivision 12. The permit shall be 
issued in the same manner as provided in section 98.48, subdivision 
12. 

Sec. 6. [EFFECTIVE DATE.] This act is effective the day 
folwwing final enactment." 

Renumber the sections accordingly 

Further, amend the title as follows: 
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Page 1, delete lines 5 to 8 and insert: 

"amending Minnesota Statutes 1978, Section 97 .50, Subdi
vision 1; 98.45, Subdivision 1; 100.27, Subdivision 4; and 100.29, 
Subdivisions 7 and 30." 

And when so amended H. F. No. 1198 will be identical to S. F. 
No. 1292, and further recommends that H. F. No. 1198 be given 
its second reading and substituted for S. F. No. 1292, and that the 
Senate File be indefinitely postponed. 

Pursuant to Rule 49, the Committee on Rules and Adminis
tration recommends that H. F. No. 567 be amended as follows: 

Page 1, line 21, delete "notice of such monitoring" and insert 
", monitoring shall be accompanied by a beep or electronic 
tone at 15 second intervals to inform parties of the monitoring. 
Notice of the purpose and effect of the beep or electronic tone 
shall be published in each telephone directory." 

Delete page 1, line 22, to page 2, line 4 

Page 2, after line 27, insert 

"The monitoring or observation of a telephone communication 
as authorized by this clause shall be accompanied by a beep or 
an electronic tone at 15 second intervals to inform parties of 
the interception, unless a party to the communication iB a trans
portation common carrier, or an agent or employee thereof, 
engaged in providing reservation or informational services." 

And when so amended H. F. No. 567 will be identical to S. F. 
No. 838, and further recommends that H. F. No. 567 be given 
its second reading and substituted for S. F. No. 838, and that 
the Senate File be indefinitely postponed. 

Pursuant to Rule 49, the Committee on Rules and Adminis-
tration recommends that H. F. No. 970 be amended as follows: 

Page 2, line 2, delete the colon 

Page 2, line 3, delete "minor" 

Page 2, line 8, delete "such" and insert "the" 

Page 2, after line 9 insert: 

"This clause shall be effective when the individual has been 
paid four times the individuafs weekly benefit amount in the 
current benefit year." 

Page 2, line 10, after "Sec. 2." insert "[EFFECTIVE DATE.]" 

Page 2, line 11, delete "and" and iQsert "or" 

Further, amend the title as follows: 
Page 1, lines 3 and 4, delete "and relatives of certain businesses" 

and insert "of employing units" 
And when so amended H. F. No. 970 will be identical to S. F. 

No. 1314, and further recommends that H. F. No. 970 be given 
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its second reading and substituted for S. F. No. 1314, and that 
the Senate File be indefinitely postponed. 

Pursuant to Rule 49, the Committee on Rules and Adminis-
tration recommends that H. F. No. 907 be amended as follows: 

Page 2, line 14, delete "this act" and insert "sections 3 to 6" 

Page 2, line 18, delete "this act" and insert "sections 3 to 6" 

Page 2, line 26, delete "this act" and insert "sections 3 to 6" 

Page 2, lines 30 and 31, delete "this act" and insert "sections 3 
to 6" 

Page 3, line 7, delete "this act" and insert "sections 3 to 6" 

Page 3, line 8, delete "this act" and insert "sections 3 to 6" 

Page 3, line 22, delete "this act" and insert "sections 3 to 6" 

Page 3, line 25, delete "this act" and insert "sections 3 to 6" 

Page 3, line 30, delete "this act" and insert "sections 3 to 6" 

Page 4, lines 1 and 2, delete "Sections I and 2 are effective 
August I, 1979. Sections 3, 4, 5 and 6 are" and insert "This act 
shall be" 

And when so amended H. F. No. 907 will be identical to S. F. 
No. 959, and further recommends that H. F. No. 907 be given 
its second reading and substituted for S. F. No. 959, and that 
the Senate File be indefinitely postponed. 

Pursuant to Rule 49, this report was prepared and submitted 
by the Secretary of the Senate on behalf of the Committee on 
Rules and Administration. Amendments adopted. Report adopted. 

SECOND READING OF SENATE BU.LS 

S. F. Nos. 1101 and 736 were read the second time and referred 
to the Subcommittee on Bill Scheduling of the Committee on 
Rules and Administration. 

SECOND READING OF HOUSE BU.LS 

H. F. Nos. 1364, 1198, 567, 970 and 907 were read the second 
time. 

H. F. Nos. 451 and 1167 were read the second time and referred 
to the Subcommittee on Bill Scheduling of the Committee on 
Rules and Administration. 

MOTIONS AND RESOLUTIONS 

Mr. Tennessen moved that the name of Mr. Sikorski be added 
as co-author to S. F. No. 636. The motion prevailed. 

Mr. Chmielewski, for Mr. Schrom, moved that House Concur
rent Resolution No. 5 be taken from the table. The motion pre
vailed. 
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Mr. Coleman moved that House Concurrent Resolution No. 5 
be referred to the Committee on Rules and Administration. The 
motion prevailed. 

RECESS 

Mr. Coleman moved that the Senate do now recess subject to 
the call of the President. The motion prevailed. 

After a brief recess, the President called the Senate to order. 

Pursuant to Rule 10, Mr. Coleman, Chairman of the Subcom
mittee on Bill Scheduling, designated the General Orders Calendar 
a Special Orders Calendar to be heard immediately. 

SPECIAL ORDER 

S. F. No. 758: A bill for an act relating to motor vehicles; pro
viding for special license plates for former prisoners of war; pre
scribing penalties; amending Minnesota Statutes 1978, Chapter 
168, by adding a section. 

Was read the third time and placed on its final passage. 

The question was taken on the passage of the bill. 

The roll was called, and there were yeas 43 and nays 6, as 
follows: 

Those who voted in the affirmative were: 
Anderson Gunderson Lessard Purfeerst 
Ashbach Hanson Luther Renn eke 
Benedict Hughes McCutcheon Rued 
Bernhagen Johnson Menning Schaaf 
Brataas Keefe, J. Moe Schmitz 
Chmielewski Kirchner Nelson Setzepfandt 
Dunn Knaak Nichols Sieloff . 
Engler Knoll Olhoft Sikorski 
Gearty Laufenburgef' Penny Solon 

Those who voted in the negative were: 
Davies 
Keefe, S. 

Merriam Spear Stumpf 

So the bill passed and its title was agreed to. 

SPECIAL ORDER 

Staples 
Stokowski 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

Tennessen 

H. F. No. 624: A bill for an act relating to counties; fixing the 
amounts that may be spent for Memorial Day observances; amend
ing Minnesota Statutes 1978, Sections 375.34; and 375.35. 

Mr. Stumpf moved to amend H. F. No. 624 as follows: 

Page 2, after line 5, insert: 

"Sec. 3. Laws 1974, Chapter 435, Section 2.021, added by Laws 
1977, Chapter 291, Section 2, is amended to read: 

2.021 [TERM.] IR RllH!se;y eoonty; In 1980 commissioners shall 
be elected from districts 3, 5 and 7. In 1982 commissioners shall 
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be elected from districts 1, 2, 4 and 6. Each county commissioner 
shall be elected at the general election for a term of four years. 
If there is a redistricting of commissioner districts that requires 
that terms of incumbents be shortened, the terms of their suc
cessors shall be fixed so that four or three are regularly elected at 
s11ccessive general elections after the general election following the 
redistricting." 

Renumber the sections in sequence 

Amend tbe title as follows: 

Page 1, line 3, after the semicolon, insert "providing for elec
tions of commissioners in Ramsey County;" 

Page 1, line 4, delete "and" 

Page 1, line 5, before the period insert "; and Laws 197 4, 
Chapter 435, Section 2.021, as amended" 

The motion prevailed. So the amendment was adopted. 

H. F. No. 624 was read the third time, as amended, and placed 
on its final passage. 

The question was taken on the passage of the bill, as amended. 

Tbe roll was called, and there were yeas 54 and nays 2, as 
follows: 

Those who voted in the affirmative were: 
Anderson Gunderson Laufenburger Perpich Spear 
Bang Hanson Lessard Peterson Stokowski 
Benedict Humphrey Luther Pillsbury Strand 
Bernhagen Johnson McCutcheon Purfeerst Stumpf 
Brataas Keefe,J. Menning Henneke Tennessen 
Chenoweth Keefe, S. Merriam Rued Ueland, A. 
Chmielewski Kirchner Moe Schaaf Ulland,J. 
Davies Kleinbaum Nelson Schmitz Vega 
Dunn Knaak Nichols Setzepfandt Wegener 
Engler Knoll Olhoft Sikorski Willet 
Gearty Knutson Penny Solon 

Messrs. Ashbach and Hughes voted in the negative. 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

H. F. No. 340: A bill for an act relating to the town of Leota in 
Nobles county; authorizing the establishment of a detached bank
ing facility. 

Was read the third time and placed on its final passage. 

The question was taken on the passage of the bill. 

The roll was called, and there were yeas 42 and nays 12, as 
follows: 
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Those who voted in the affirmative were: 
Ashbach Gunderson Luther Purfeerst 
l3ang Hughes McCutcheon Henneke 
Bernhagen Humphrey Menning Rued 
Chenoweth Johnson Merriam Schaaf 
Chmielewski Keefe, S. Nelson Setzeofandt 
Davies Kleinbaum Nichols Sieloff 
Dunn Knaak Olhoft Sikorski 
Engler Knoll Perpich Solon 
Gearty Knutson Peterson Spear 

Those who voted in the negative were: 
Benedict Kirchner Penny Schmitz 
Brataas Laufenburger Pillsbury Strand 
Keefe, J. Lessard 

So the bill passed and its title was agreed to. 

SPECIAL ORDER 

2011 

Staples 
Stokowski 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 

Tennessen 
Willet 

S. F. No. 975: A bill for an act relating to cemeteries; providing 
for the preservation of burial grounds; imposing penalties; ap
propriating money; amending Minnesota Statutes 1978, Section 
307.08. 

Mr. Chmielewski moved to amend S. F. No. 975 as follows: 

Page 4, after line 18, insert: 

"Sec. 2. [REPEALER.] Minnesota Statutes 1978, Section 149.-
07, is repealed." 

Amend the title as follows: 

Page 1, line 3, after the semicolon insert "eliminating obsolete 
provisions;" 

Page 1, line 5, after "307.08" insert "; repealing Minnesota 
Statutes 1978, Section 149.07" 

The motion prevailed. So the amendment was adopted. 

S. F. No. 975: A bill for an act relating to cemeteries; providing 
for the preservation of burial grounds; eliminating obsolete pro
visions; imposing penalties; appropriating money; amending 
Minnesota Statutes 1978, Section 307.08; repealing Minnesota 
Statues 1978, Section 149.07. 

Was read the third time, as amended, and placed on its final 
passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 58 and nays 0, as 
follows: 

Those who voted in the affirmative were: 
Anderson 
Ashbach 
Bang 
&nedict 

Brataas 
Chenoweth 
Chmielewski 
ColP.man 

Davies 
Dieterich 
Dunn 
Engler 

Gearty 
Gunderson 
Hanson 
Hughes 

Humphrey 
Johnson 
Keefe,J. 
Keefe,S. 
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Kirehner Menning Perpich Seuepfandt 
Kleinbaum Merriam Peterson Sieloff 
ICnaalt Moe Pfilsbury Sikonki 
Knoll Nelson Purfeent Solon 
Knutson Nichols Renneke Speer 
1-rd Ogdahl Rued Staples 
Luther Olhoft Schaaf St.okowski 
McCutcbeon Penny Schmitz Strand 

[53RD DAY 

Tenneuen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

H. F. No. 99: A bill for an act relating to criminal procedure; 
providing immunity from liability for peace officers who make 
good faith domestic assault arrests; amending Minnesota Statutes 
1978, Section 629.341. 

Mr. Davies moved to amend H. F. No. 99 as follows: 

· Page 1, line 14, after "person" insert " ( 1)" 
Page 1, line 14, reinstate the stricken language 

Page 1, line 14, before "if" insert "; or (2) when the person is 
threatening to return to his place of residence,'' 

The motion prevailed. So the amendment was adopted. 

CALL OF THE SENATE 

Mr. McCut.cheon imposed a call of the Senate for the balance 
of the proceedings on H. F. No. 99. The following Senators 
answered to their names: 
Anderson Engler Knoll Peterson 
Aahbach Geerty Laufenburger Pillsbury 
Bang Gunderson Lessard Purfeerst 
Benedict Hanson Luther Renneke 
Bernhagen Hugbee McCutcheon Rued 
Brataas Humphrey Menning Schaaf 
Chenoweth Jensen Merriam Schmitz 
Chmielewski Johnson Moe Setzepfandt 
Coleman Keefe, J. Nelson Sieloff 
Davies Keefe, S. Ogdahl Sikorski 
Dieterich Kirchner Penny Solon 
Dunn Knaak Perpich Spear 

Staples 
Stokowskl 
Strand 
Stumpf 
Tennessen 
Uelsnd,A. 
Ullsnd, J. 
Vega 
Wegener 
Willet 

The Sergeant at Arms was instructed to bring in the absent 
members. 

Mr. Jensen moved to amend H. F. No. 99 as foHows: 

Page 1, line 11, delete "Subdivision 1." 

Pages 1 and 2, delete subdivision 2 

The question was taken on the adoption of the amendment. 

The roll was called, and there were yeas 22 and nays 38, as 
follows: 

Those who voted in the affirmative were: 
Ashbach Benedict Dunn Frederick 
Bang Dieterich Engler ,Jensen 

Keefe,J. 
Keefe,S. 
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Kirchner 
Knaak 
Luther 

Ogdahl 
Perpich 
Pillsbury 

MONDAY, MAY 14, 1979 

Henneke 
Sieloff 

Sillers 
Spear 

Those who voted in the negative were: 

Anderson Humphrey Merriam Rued 
Bernhagen Johnson Moe Schaaf 
Coleman Kleinbaum Nelson Schmitz 
Davies Knoll Nichols Setzepfandt 
Gearty Laufenburger Olholt Sikorski 
Gunderson Lessard Penny Solon 
Hanson McCutchaon Peterson Staples 
Bugbee Menning Purfeerst Stokowski 
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Ueland,A. 
Ulland,J. 

Strand 
Stumpf 
Tennessen 
Vega 
Wegener 
Willet 

The motion did not prevail. So the amendment was not adopted. 

H.F. No. 99 was read the third time, as amended, and placed on 
its final passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 46 and nays 14, as 
follows: 

Those who voted in the affirmative were: 
Anderson Hanson Luther Purfeerst 
Benedict Hughes McCutcheon Rued 
Bernhagen Humphrey Merriam Schaaf 
Chmielewski Johnson Moe Schmitz 
Coleman Kirchner Nelson Setzepfandt 
Davies Kleinbaum Nichols Sikorski 
Dieterich Knaak Olhoft Sillers 
Dunn Knoll Penny Solon 
Gearty Laufenburger Peterson Staples 
Gunderson Lessard Pillsbury Stokowski 

Those who voted in the negative were: 

Strand 
Stumpf 
Tennesaen 
Vega 
Wegener 
Willet 

Ashbach Frederick Keefe, S. Renneke Ueland, A. 
Bang Jensen Ogdahl Sieloff Ulland, J. 
Engler Keefe, J. Perpich Spear 

So the bill, as amended, passed and its title was agreed to. 

CALL OF THE SENATE 

Mr. Luther imposed a call of the Senate for the proceedings on 
S. F. No. 1010. The following Senators answered to their names: 
Anderson 
Ashbach 
Bang 
Benedict 
Bernhagen 
Chmielewski 
Coleman 
Davies 
Diet.erich 
Dunn 
Engler 
Frederick 

Gearty 
Gunderson 
Hanson 
Hughes 
Humphrey 
Jensen 
Johnson 
Keefe,J. 
Keefe, S. 
Kirchner 
Kleinbaum 
Knaak 

The Sergeant at Arms 
members. 

Knoll Peterson 
Laufenburger Pillsbury 
Luther Purfeerst 
McCutcheon Henneke 
Merriam Rued 
Moe Schmitz 
Nelson Setzepfandt 
Nichols Sieloff 
Ogdahl Sikorski 
Olhoft Sillers 
Penny Solon 
Perpich Spear 

Stokowski 
Strand 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

was instructed to bring in the absent 
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RECONSIDERATION 

Mr. Luther moved that the vote whereby S. F. No. 1010, as 
amended, failed to pass the Senate on May 11, 1979, be now re
considered. 

The question was taken on the adoption of the motion. 
The roll was called, and there were yeas 42 and nays 17, as 

follows: 
Those who voted in the affirmative were: 

Anderson Gunderson Luther Schaaf 
Benedict Hanson Menning Schmitz 
Chenoweth Hughes Merriam Setzepfandt 
Chmielewski Humphrey Moe Sieloff 
Coleman J obnson Nelson Sikorski 
Dieterich Keefe, J. Nichols Solon 
Engler Keefe, S. Olhoft Spear 
Frederick Knaak Penny Staples 
Gearty Knoll Peterson Stokowski 

Those who voted in the negative were: 
Ashbach Jensen Ogdahl Henneke 
Bernhagen Kirchner Perpich Rued 
Davies Laufenburger Pillsbury Billers 
Dunn Lessard Purfeerst Ueland, A. 

Strand 
Stumpf 
Tennessen 
Ulland,J. 
Vega 
Willet 

Wegener 

The motion prevailed. So the vote was reconsidered. 

S. F. No. 1010: A bill for an act relating to elections; regulating 
the financing of political campaigns and disclosure of economic in
terests by certain candidates and elected officials in Hennepin 
County; imposing duties on the ethical practices board, county 
election officials, city clerks; superseding other special laws, home 
rule charters and local ordinances; imposing late filing fees and 
criminal penalties; repealing Laws 1977, Chapter 131. 

Was read the third time, as amended, and placed on its final 
passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 36 and nays 24, as 
follows: 

Those who voted in the affirmative were: 
Anderson 
Benedict 
Chenoweth 
Chmielewski 
Coleman 
Dieterich 
Gearty 
Gunderson 

Hanson 
Hughes 
Humphrey 
Johnson 
Keefe, J. 
Keefe, S. 
Knoll 
Luther 

Menning 
Merriam 
Moe 
Nelson 
Nichols 
Olhoft 
Penny 
Peterson 

Schaaf 
Setzepfandt 
Sieloff 
Sikorski 
Solon 
Spear 
Staples 
Stokowski 

Those who voted in the negative were: 
Bang Frederick Lessard Purfeerst 
Bernhagen Kirchner Mccutcheon Henneke 
Davies Kleinbaum Ogdahl Rued 
Dunn Knaak Perpich Schmitz 
Engler Laufenburger Pillsbury Sillers 

Strand 
Stumpf 
Ulland, J. 
Vega 

Tennessen 
Ueland, A. 
Wegener 
Willet 

So the bill, as amended, passed and its title was agreed to. 
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MOTIONS AND RESOLUTIONS-CONTINUED 

Mr. McCutcheon moved that H. F. No. 1495 be taken from 
the table. The motion prevailed. 

SUSPENSION OF RULES 

Mr. McCutcheon moved that an urgency be declared within 
the meaning of Article IV, Section 19, of the Constitution of 
Minnesota, with respect to H. F. No. 1495 and that the rules of 
the Senate be so far suspended as to give H. F. No. 1495 its 
second and third reading and place it on its final passage. The 
motion prevailed. 

H. F. No. 1495 was read the second time. 

Mr. McCutcheon moved to amend H. F. No. 1495 as follows: 
Delete everything after the enacting clause and insert: 

"ARTICLE I: INCOME TAX 

Section 1. Minnesota Statutes 1978, Section 290.01, Subdivision 
20, is amended to read: 

Subd. 20. [GROSS INCOME.] Except as otherwise provided 
in this chapter, the term "gross income," as applied to corporations 
includes every kind of compensation for labor or personal services 
of every kind from any private or public employment, office, 
position or services; income derived from the ownership or use 
of property; gains or profits derived from every kind of disposi
tion of, or every kind of dealing in, property; income derived 
from the transaction of any trade or business; and income derived 
from any source; except that gross income shall not include 
"exempt function income" of a "homeowners association" as those 
terms are defined in Section 528 of the Internal Revenue Code 
of 1954, as amended. 

For each of the taxable years beginning after December 31, 
1960 and prior to January 1, 1971, the term "gross income" in its 
application to individuals, estates, and trusts, shall mean the ad
justed gross income as computed for federal income tax purposes 
as defined in the Internal Revenue Code of 1954, as amended 
through December 31, 1970 for the applicable taxable year, with 
the modifications specified in this section. 

For each of the taxable years beginning after December 31, 
1970, the term "gross income" in its application to individuals, 
estates, and trusts shall mean the adjusted gross income as com
puted for federal income tax purposes as defined in the Internal 
Revenue Code of 1954, as amended through the date specified 
herein for the applicable taxable year, with the modifications 
specified in this section. 

(i) The Internal Revenue Code of 1954, as amended through 
December 31, 1970, shall be in effect for taxable years beginning 
after December 31, 1970 and prior to January 1, 1973. 
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(ii) The Internal Revenue Code of 1954, as amended through 
December 31, 1972, shall be in effect for taxable years beginning 
after December 31, 1972. 

(iii) The Internal Revenue Code of 1954, as amended through 
December 31, 1973, shall be in effect for taxable years beginning 
after December 31, 1973. 

(iv) The Internal Revenue Code of 1954, as amended through 
December 31, 1974, shall be in effect for the taxable years be
ginning after December 31, 1974. 

(v) The Internal Revenue Code of 1954, as amended through 
December 31, 1976, including the amendments made to section 
280A (relating to licensed day care centers) in H. R. 3477 as it 
passed the Congress on May 16, 1977, shall be in effect for the 
taxable years beginning after December 31, 1976. The provisions 
of the Tax Reform Act of 1976, P.L. 94-455, which affect adjusted 
gross income shall become effective for purposes of chapter 290 
at the same time they become effective for federal income tax 
purposes. Section 207 (relating to extension of period for non
recognition of gain on sale or exchange of residence) and section 
402 ( relating to time for making contributions to pension plans 
of self employed people) of P.L. 94-12 shall be effective for tax
able years beginning after December 31, 1974. 

The amendments made to sections 219(c) (3) and 220(c) (4) 
( eztending the time for which a tazpayer is deemed to have made 
a contribution to an individual retirement account for the tazable 
year) by section 157(a) of P.L. 95-600 shall be effective for taz
able years beginning after December 31, 1977. 

References to the Intemal Revenue Code of 1954 in clauses 
(a), (b) and (c) following shall mean the code in effect for the 
purpose of defining gross income for the applicable taxable year. 

(a) Modifications increasing federal adjusted gross income. 
There shall be added to federal adjusted gross income: 

(1) Interest income on obligations of any state other than 
Minnesota or a political subdivision of any such other state exempt 
from federal income taxes under the Internal Revenue Code of 
1954; 

(2) Interest income on obligations of any authority, commis
sion, or instrumentality of the United States, which the laws of 
the United States exempt from federal income tax, but not from 
state income taxes; 

(3) Income taxes imposed by this state or any other taxing 
jurisdiction, to the extent deductible in determining federal ad
justed gross income and not credited against federal income tax; 

( 4) Interest on indebtedness incurred or continued to purchase 
or carry securities the income from which is exempt from tax 
under this chapter, to the extent deductible in determining federal 
adjusted gross income; 
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( 5) Aino'unts received as reimbursement for an expense of sick
ness or injury which was deducted in a prior taxable year to the 
extent that the deduction for such reimbursed expenditure resulted 
in a tax benefit; 

( 6) The amount of any federal income tax overpayment for any 
previous taxable year, received as refund or credited to another 
taxable year's income tax liability, proportionate to the percentage 
of federal income tax that was claimed as a deduction in determin
ing Minnesota income tax for such previous taxable year. 

The overpayment refund or credit, determined with respect to 
a husband and wife on a joint federal income tax return for a previ• 
ous taxable year, shall be reported on joint or separate Minnesota 
income tax returns. In the case of separate Minnesota returns, the 
overpayment shall be reported by each spouse proportionately ac
cording to the relative amounts of federal income tax claimed as a 
deduction on his or her separate Minnesota income tax return for 
such previous taxable year; 

(7) In the case of a change of residence from Minnesota to 
another state or nation, the amount of moving expenses which 
exceed total reimbursements and which were therefore deducted 
in arriving at federal adjusted gross income; 

(8) In the case of property disposed of on or after January 1, 
1973, the amount of any increase in the taxpayer's federal tax 
liability under section 4 7 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, to the extent of the credit 
under section 38 of the Internal Revenue Code of 1954, as amend
ed through December 31, 1976, that was previously allowed as a 
deduction either under section 290.01, subdivision 20 (b) (7) or 
under section 290.09, subdivision 24; and 

( 9) Expenses and losses arising from a farm which are not allow• 
a~le under section 290.09, subdivision 29; 

(10) Expenses and depreciation attributable to substandard 
buildings disallowed by section 290.101; and 

(11) The amount by which the gain determined pursuant to 
section 41.59, subdivision 2 exceeds the amount of such gain in
cluded in federal adjusted gross income; 

(12) To the extent deducted in computing the ta:cpayer's fed
eral adjusted gross income for the ta:cable year, losses realized 
upon a transfer of property to the spouse or former spouse of the 
ta:cpayer in exchange for the release of the spouse's marital rights; 

(13) Interest income from qualified scholarship funding bonds 
as defined in section 103(e) of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, if the nonprofit corpora
tion is domiciled outside of Minnesota; 

(14) Exempt-interest dividends, as defined in section 852(b) 
(5) (A) of the Internal Revenue Code of 1954, as amended through 
December 31, 1976, not included in federal adjusted gross income 
pursuant to section 852(b)(5) (B) of the IntemaJ Revenue Code 
of 1954, as amended through December 31, 1976, except for that 
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portion of such exempt-interest dividends derived from interest in
come on obligations of the state of Minnesota, any of its political 
or governmental subdivisions, any of its municipalities, or any of 
its governmental agencies or instrumentalities; 

(15) The amount of any excluded gain realized by a trust on 
the sale or exchange of property as defined in section 641(c)(l). 

(,b) Modifications reducing federal adjusted gross income. There 
shall be subtracted from federal adjusted gross income: 

( 1) Interest income on obligations of any authority, commis
sion or instrumentality of the United States to the extent includ
ible in gross income for federal income tax purposes but exempt 
from state income tax under the Jaws of the United States; 

(2) The portion of any gain, from the sale or other disposition 
of property having a higher adjusted basis for Minnesota income 
tax purposes than for federal income tax purposes, that does not 
exceed such difference in basis; but if such gain is considered a 
long-term capital gain for federal income tax purposes, the modifi
cation shall be limited to fifty per centum of such portion of the 
gain. This modification shall not be applicable if the difference in 
basis is due to disallowance of depreciation pursuant to section 
290.101. 

(3) Interest or dividend income on securities to the extent 
exempt from income tax under the Jaws of this state authorizing 
the issuance of such securities but includible in gross income for 
federal income tax purposes; 

(4) Losses, not otherwise reducing federal adjusted gross in
come assignable to Minnesota, arising from events or transac
tions which are assignable to Minnesota under the provisions 
of sections 290.17 to 290.20, including any capital Joss or net 
operating loss carryforwards or carrybacks resulting from such 
losses; 

( 5) If included in federal adjusted gross income, the amount 
of any credit received, whether received as a refund or credit to 
another taxable year's income tax liability, pursuant to chapter 
290A, and the amount of any overpayment of income tax to Min
nesota, or any other state, for any previous taxable year, whether 
such amount is received as a refund or credited to another tax
able year's income tax liability; 

( 6) To the extent included in federal adjusted gross income, 
notwithstanding any other law to the contrary, the amount re
ceived by any person (i) from the United States, its agencies 
or instrumentalities, the Federal Reserve Bank or from the state 
of Minnesota or any of its political or governmental subdivisions 
or from any other state or its political or governmental subdivi
sions, or a Minnesota volunteer firefighter's relief association, 
hy way of payment as a pension, public employee retirement 
benefit, or any combination thereof, or (ii) as a retirement or 
survivor's benefit made from a plan qualifying under section 
401, 403, 404, 405, 408 or 409 of the Internal Revenue Code 
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of 1954, as amended through December 31, 1977. The maximum 
amount of this subtraction shall be $;;008 $10,000 less the 8111B 
~ 46:t seeial seelffity reMMmeHt Seeef.its ,eeeived. duliag h 
tea&Ie yeaP, ~ Mill8ad retiPement benefil;s ,aeei,,e4 daMg ~ 
taHble ye&l'y 8RQ ~ the amount by which the individual's fed
eral adjusted gross income exceeds $13,0QQ $15,000 • In the case 
of a volunteer firefighter who receives an involuntary lump. sum 
distribution of his pension or retirement benefits, the maximum 
amount of this subtraction shall be $;;008 Iese ~ 8111B el seeial 
seeul'ity •emement benefits 8RQ railfead •em rent llenefite 
$10,000 ; this subtraction shall not be reduced by the amount 
of the individual's federal adjusted gross income in excess of 
$13,0QQ $15,000 ; 

(7) In the case of property acquired on or after January 1, 
1973, the amount of any credit to the taxpayer's federal tax 
liability under section 38 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, but only to the extent 
that the credit is connected with · or allocable against the pro
duction or receipt of income included in the measure of the tax 
imposed by this chapter; 

(8) To the extent included in the taxpayer's federal adjusted 
gross income for the taxable year, gain realized upon a transfer 
of property to the spouse or former spouse of the taxpayer in 
exchange for the release of the spouse's marital rights; 

(9) The amount of any distribution from a qualified pension 
or profit sharing plan included in federal adjusted gross income 
in the year of receipt to the extent of any contribution not pre
viously allowed as a deduction by reason of a change in federal 
law which was not adopted by Minnesota law for a taxable year 
beginning in 197 4 or later; anti 

( 10) Interest, including payment adjustment to the extent 
that it is applied to interest, earned by the seller of the property 
on a family farm security loan executed after December 31, 1977 
and before January I, 1982 that is guaranteed by the commis
sioner of agriculture as provided in sections 41.51 to 41.60; 

(11) To the extent it is included in the federal adjrtated gross 
income of the taxpayer, gain from the sale or exchange of prop
erty which has been owned and used by the taxpayer during the 
five-year period ending on the date of the sale or exchange as 
his principal residence for periods aggregating three years or more; 
provided that ( i) the amount of the gain excluded from gross 
income under this clause shall not exceed $100,000 or $50,000 
in the case of a separate return filed by a married individual; and 
(ii) this clause shall not apply to any sale or exchange by the 
taxpayer if an election by the taxpayer or his spouse under this 
clause with respect to any other sale or exchange is in effect. 
If the basis of the property sold or exchanged is determined 
in whole or in part under subsection (b) of section 1033 of the 
Internal Revenue Code of 1954, as amended through December, 
31, 1978, relating to basis of property acquired through invol
untary conversion, then the holding and use by the taxpayer of 
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the converted property shall be treated as holding and use by 
the taxpayer of the property sold or exchanged; and 

(12) The first $3,000 of compensation for personal services 
in the armed forces of the United States or the United Nations, 
and the next $2,000 of compensation per personal services in the 
armed forces of the United States or the United Nations wholly 
performed outside the state of Minnesota . 

(c) Modifications affecting shareholders of electing small busi
ness corporations under section 1372 of the Internal Revenue 
Code of 1954, or section 290.972 of this chapter. 

(1) Shareholders in a small business corporation, which has 
elected to be so taxed under the Internal Revenue Code of 1954, 
but has not made an election under section 290.972 of this chap
ter, shall deduct from federal adjusted gross income the amount 
of any imputed income from such corporation and shall add to 
federal adjusted gross income the amount of any loss claimed 
as a result of such stock ownership. Also there shall be added to 
federal adjusted gross income the amount of any distributions in 
cash or property made by said corporation to its shareholders 
during the taxable year. 

(2) In cases where the small business corporation has made an 
election under section 1372 of the Internal Revenue Code of 
1954, but has not elected under section 290.972 of this chapter 
and said corporation is liquidated or the individual shareholder 
disposes of his stock and there is no capital loss reflected in fed
eral adjusted gross income because of the fact that corporate 
losses have exhausted the shareholders basis for federal purposes, 
such shareholders shall be entitled, nevertheless, to a capital loss 
commensurate to their Minnesota basis for the stock. 

(3) In cases where the election under section 1372 of the In
ternal Revenue Code of 1954 antedates the election under section 
290.972 of this chapter and at the close of the taxable year im
mediately preceding the effective election under section 290.972 
the corporation has a reserve of undistributed taxable income pre
viously taxed to shareholders under the provisions of the Internal 
Revenue Code of 1954. In the event and to the extent that such 
reserve is distributed to shareholders such distribution shall be 
taxed as a dividend for purposes of this act. 

Items of gross income includible within these definitions shall 
be deemed such regardless of the form in which received. I terns of 
gross income shall be included in gross income of the taxable year 
in which received by a taxpayer unless properly to be accounted 
for as of a different taxable year under methods of accounting 
permitted by section 290.07, except that (1) amounts transferred 
from a reserve or other account, if in effect transfers to surplus, 
shall, to the extent that such amounts were accumulated through 
deductions from gross income or entered into the computation of 
taxable net income during any taxable year, be treated as gross 
income for the year in which the transfer occurs, but only to the 
extent that such amounts resulted in a reduction of the tax im
posed by this act, and (2) amounts received as refunds on account 



53RD DAY] MONDAY, MAY 14, 1979 2021 

of taxes deducted from gross income during any taxable year shall 
be treated as gross income for the year in which actually received, 
but only to the extent that such amounts resulted in a reduction 
of the tax imposed by this act. 

( d) Modification in computing taxable income of the estate of a 
decedent. Amounts allowable under section 291.07, subdivision 
1( 2) in computing Minnesota inheritance tax liability shall not be 
allowed as a deduction in computing the taxable income of the 
estate unless there is filed within the time and in the manner and 
form prescribed by the commissioner a statement that the 
amounts have not been allowed as a deduction under section 
291.07, and a waiver of the right to have such amounts allowed at 
any time as deductions under section 291.07. The provisions of this 
paragraph shall not apply with respect to deductions allowed 
under section 290.077 (relating to income in respect of decedents). 
In the event that the election made for federal tax purposes under 
section 642(g) of the Internal Revenue Code of 1954 differs from 
the election made under this paragraph appropriate modification 
of the estate's federal taxable income shall be made to implement 
the election made under this paragraph in accordance with regula
tions prescribed by the commissioner. 

Sec. 2. Minnesota Statutes 1978, Section 290.012, Subdivision 3, 
is amended. to read: 

Subd. 3. "Dependent" means an individual dependent upon and 
receiving his chief support from the claimant. Payments Jor sup• 
port of minor children ao pl'8v4!1ee ifi see~ien 290,872, SIHlEIMsien a 
under a temporary or final decree of dissolution or legal separa. 
tion , shall be considered as payments by the claimant for the sup
port of a dependent. For the purposes of section 290.06, subdi• 
vision 3d, a spouse except a divorced or separated spouse shall be 
considered to be a dependent. 

Sec. 3. Minnesota Statutes 1978, Section 290.06, Subdivision 3c, 
is amended to read: 

Subd. 3c. [CREDITS AGAINST TAX.] Notwithstanding the 
provisions of subdivision 3a for taxable years which begin after 
December 31, ~ 1978 and before January 1, 1980, tile wes 
aue QR4er tile aft8i' Deeeml3er 31., ~ , the taxes due under the 
computation in accordance with section 290.06 shall be credited 
with the following amounts: 

(1) In the case of an unmarried individual , and, ~ as 
pr0V¼Eleli in plli'ag!'&Jl'R 6, in the case of the estate of a decedent, 
$4G $65 , and in the case of a trust, $5; 

( 2) In the case of a married individual, living with hu8ll&Rd 0l' 
wife, &REI iB tile ease el a heaa el a liel!Seheld, $89 a spouse, $130. 
If 8lieft BIIEI~ and wife make the spouses file separate , com
bined or joint returns the personal eliieJBjltien credits •may be taken 
by either or divided between them; 

( 3) In the case of an individual, $4G $65 for each person ( other 
than Bll8lnlffd 0l' wife a spouse) dependent upon and receiving his 
chief support from the taxpayer. One taxpayer only shall be 
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allowed this credit with respect to any given dependent. 1B ihe 
ease el tile Matl ef a heusehelll, a 8i'ellii fef eae dependent shall lie · 
disaHaweli. A payment to a divorced or separated wife spouse , 
other than a payment ef ihe laAEI ,eleRed te iB eeetiea l!99.Q!tl!, 
Bll•dffleiea 3 for support of minor children under a temporary 
order or final decree of dissolution or legal separation , shall not be 
considered a payment by the husllllfld other spouse for the support 
of any dependent. 

(4) (a) In the case of an unmarried individual who has attained 
the age of 65 before the close of his taxable year, an additional faQ 
$66; 

(b) In the case of an unmarried individual who is blind at the 
close of the taxable year, an additional faQ $65 ; 

(c) In the case of a married individual, living with husll8B6. 111 
wile a spouse, an additional faQ $65 for each spouse who has 
attained the age of 65 before the close of the individual's taxable 
year, and an additional faQ $65 for each spouse who is blinc;l at 
the close of the individual's taxable year. If such husband and wife 
make aeparate , combined or joint returns, these credits may be 
taken by either or divided between them; 

(d) In the case of an individual, another $65 for each person, 
other than a spouse, who is blind and dependent upon and receiv
ing his chief support from the t0%payer; 

(e) For the purposes ofsub-paragraphs (b) BBQ, (c) and (d) of 
paragraph ( 4) , an individual is blind if his central visual acuity 
does not exceed 20/200 in the better eye with correcting lenses, or 
if his visual acuity is greater than 20 /200 but is accompanied by a 
limitation in the fields of vision such that the widest diameter of 
the visual field subtends an angle no grearer than 20 degrees. 

W (I) In the case of an unmarried individual who is deaf at the 
close of the taxable year, an additional $l!O $65. 

#}- ( g) In the case of a married individual, an additional fa9 
$66 for each spouse who is deaf at the close of the taxable rear. If 
the hllellllfld anEI wile Hl8fi8 spouses file separate , combined or 
joint returns, these credits may be taken by either or divided 
between them. 

~ (h) In the case of an individual, an additional $00 $65 for 
each person (other than a spouse) who is deaf and dependent 
upon and receiving his chief support from the taxpayer. 

W (i) For the purposes of subparagraphs {et; (f) llflEl , (g) 
and (h) of paragraph (4), an individual is deaf if the average loss 
in the speech frequencies (500-2000 Hertz) in the better ear, un
aided, is 92 decibels, American National Standards Institute, or 
worse. 

(5) W D a& unmerried ~ fi!Ualifies fer twe 8i' Bl.8i'8 
aElditieBal ereclits UBEleP ~e pro'Jisiens ef elaases ( 4)- WT +# ~ 
llB4 f# {et; ihe ~ amea&t ei his eretlK shall lie iaereaeed lly 
$18 f8l' eaeh adclitieB&I ereElit iB 81lee88 ef _, 
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-(-et If a memea meiYfflael E111&liiies fef IBei'e thaB eae aeei
tienal a-eE!H iel' e¼t1,e, SJ18U* Uftaei' ;he p1e•,4aieas ef elausec f4t 
-fet aBII f4-t % ;he t&W ameum ef his 818ait shaJI ee inereased 
e;t $M le! eaeh additienal. 8i'8dit in e!fe8SS ef ene per spe11ee, 

( a) In the case of an unmarried individual who is a quadriplegic 
at the close of the taxable year, an additional $65; 

(b) In the case of a married individual, living with a spouse, an 
additional $65 for each spouse who is a quadriplegic at the close of 
the taxable year; and 

( c) In the case of an individual, another $65 for each person, 
other than a spouse, who is dependent upon and receiving his chief 
support from the taxpayer, and who is a quadriplegic at the close 
of the taxable year. 

( 6) In the case of an insurance company, it shall receive a credit 
on the tax computed as above equal in amount to any taxes based 
on premiums paid by it during the period for which the tax under 
Extra Session Laws 1967, Chapter 32, is imposed by virtue of any 
law of this state, other than the surcharge on premiums imposed 
by Extra Session Laws 1933, Chapter 53, as amended; 

(7) In the case of a non-resident individual, credits under para
graphs I, 2, 3, 4 and 5 shall be apportioned in the proportion of the 
gross income from sources in Minnesota to the gross income from 
all sources, and in any event a minimum credit of $5 shall be 
allowed. 

Sec. 4. Minnesota Statutes 1978, Section 290.06, is amended 
by adding a subdivision to read: 

Subd. 3f. [CREDITS AGAINST TAX.] Notwithstanding the 
provisions of subdivision 3a, and subject to the provisions of sub
division 3g for taxable years which begin after December 31, 1979, 
the taxes due under the computation iri accordance with section 
290.06 shall be credited with the following amounts: 

(I) In the case of an unmarried individual and in the case of the 
estate of a decedent, $87, and in the case of a trust, $5; 

(2) In the case of a married individual, living with a spouse, 
$17 4. If the spouses file separate, combined or joint returns the 
personal credits may be taken by either or divided between them; 

(3) In the case of an individual, $87 for each person ( other than 
a spouse) dependent upon and receiving his chief support from 
the taxpayer. One taxpayer only shall be allowed this credit with 
respect to any given dependent. A payment to a divorced or sepa
rated spouse, other than a payment for support of minor children 
under a temporary order or final decree of dissolution or legal 
separation, shall not be considered a payment by the other spouse 
for the support of any dependent. 

(4) (a) In the case of an unmarried individual who has attained 
the age of 65 before the close of his taxable year, an additional 
$87; 
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(b) In the case of an unmarried individual who is blind at the 
close of the taxable year, an additional $87; 

( c) In the case of a married individual, living with a spouse, an 
additional $87 for each spouse who has attained the age of 65 
before the close of the individual's taxable year, and an additional 
$87 for each spouse who is blind at the close of the individual's 
taxable year. If the spouses file separate, combined or joint re
turns, these credits may be taken by either or divided between 
them; 

( d) In the case of an individual, another $87 for each person, 
other than a spouse, who is blind and dependent upon and receiv
ing his chief support from the taxpayer; 

(e) For the purposes of sub-paragraphs (b), (c) and (d) of 
paragraph ( 4), an individual is blind if his central visual acuity 
does not exceed 20/200 in the better eye with correcting lenses, or 
if his visual acuity is greater than 20/200 but is accompanied by a 
limitation in the fields of vision such that the widest diameter of 
the visual field subtends an angle no greater than 20 degrees. 

(f) In the case of an unmarried individual who is deaf at the 
close of the taxable year, an additional $87. · 

(g) In the case of a married individual, an additional $87 for 
each spouse who is deaf at the close of the taxable year. If the 
spouses file separate, combined or joint returns, these credits may 
be taken by either or divided between them. 

(h) In the case of an individual, an additional $87 for each 
person (other than a spouse) who is deaf and dependent upon and 
receiving his chief support from the taxpayer. 

(i) For the purposes of subparagraphs (f), (g) and (h) of para
graph ( 4), an individual is deaf if the average loss in the speech 
frequencies (500-2000 Hertz) in the better ear, unaided, is 92 
decibels, American National Standards Institute, or worse. 

(5) (a) In the case of an unmarried individual who is a quad
riplegic at the close of the taxable year, an additional $87; 

(b) In the case of a married individual, living with a spouse, 
an additional $87 for each spouse who is a quadriplegic at the 
close of the taxable year; and 

( c) In the case of an individual, another $87 for each person, 
other than a spouse, who is dependent upon and receiving his chief 
support from the taxpayer, and who is a quadriplegic at the close 
of the taxable year. 

(6) In the case of an insurance company, it shall receive a credit 
on the tax computed as above equal in amount to any taxes based 
on premiums paid by it during the period for which the tax under 
Extra Session Laws 1967, Chapter 32, is imposed by virtue of 
any law of this state, other than the surcharge on premiums im
posed by Extra Session Laws 1933, Chapter 53, as amended; 
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(7) In the case of a non-resident individual, credits under para
graphs 1, 2, 3, 4 and 5 shall be apportioned in the proportion of 
the gross income from sources in Minnesota to the gross income 
from all sources, and in any event a minimum credit of $5 shall 
be allowed. 

Sec. 5. Minnesota Statutes 1978, Section 290.06, is amended by 
adding a subdivision to read: 

Subd. 3g. [INFLATION-ADJUSTMENT OF CREDITS.] For 
taxable years beginning after December 31, 1980, the credits pro
vided for individuals in subdivision 3f shall be ad justed for infla
tion. The commissioner of revenue shall determine the percentage 
increase for each year in the revised consumer price index for all 
urban consumers for the Minneapolis-St. Paul metropolitan area 
prepared by the United States department of labor with 1967 as a 
base year. The commissioner shall determine the percentage in
crease from August, 1979 to, in 1980, August, 1980 and in each 
subsequent year, to August of that year, and shall announce the 
percentage figure by October 1 each year. The dollar amount of 
each inflation adjusted credit for the prior year in subdivision 3f 
shall be multiplied by that percentage. The product of the calcula
tion shall be added to the inflation adjusted credit for the prior 
year to produce the inflation adjusted individual credits for each 
succeeding year. If the product exceeds a whole dollar amoimt, it 
shall be raised to the next highest whole dollar. The commissioner 
of revenue shall adjust the withholding tax tables annually to take 
account of the changes in anticipated tax liability which will result 
from the adjustment provided in this subdivision. The revised 
tables shall be made available to employers no later than 
November 30 of 1980 and each year thereafter. 

Sec. 6. Minnesota Statutes 1978, Section 290.06, Subdivision 
3d, is amended to read: 

Subd. 3d. [CREDITS AGAINST TAX.] The taxes due as com
puted in accordance with section 290.06, subdivisions 2c, 3c, and 
3e shall be credited with the following amounts: 

(1) ( A) For taxable years beginning after December 31, 1978 
and before January 1, 1980, a credit equal to his tax liability in 
the case of: 

(a) An unmarried claimant with an income of $4,l!OO $5,500 or 
less; 

(b) A claimant with one dependent, with an income of $5;800 
$7,000 or less; 

(c) A claimant with two dependents, with an income of~ 
$8,000 or less; 

(d) A claimant with three dependents, with an income of $'t;800 
$8,900 or less; 

(e) A claimant with four dependents, with an income of $8;400 
$9,600 or less; and 
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(f) A claimant with five or more dependents, with an income of 
$8;900 $10,000 or less. 

(B) For taxable years beginning after December 31, 1979, a 
credit equal to his tax liability in the case of: 

( a) An unmarried claimant with an income of $6,000 or less; 

(b) A claimant with one dependent, with an income of $8,000 
or less; 

(c) A claimant with two dependents, with an income of $9,000 
or less; 

( d) A claimant with three dependents, with an income of 
$10,000 or less; 

( e) A claimant with four dependents, with an income of $10,-
500 or less; and 

(f) A claimant with five or more dependents, with an income 
of $11,000 or less. 

(2) In the case of a claimant with an income in excess of that 
set forth in the appropriate category of clause (1), he may pay 
a tax equal to 15 percent of that portion of his income that is in 
excess of the amount set forth in the appropriate category of 
clause (1), or his tax obligation as it would have been in the 
absence of section 290.012 and this subdivision, whichever is less. 

(3) The total income of the claimant and his spouse, if any, 
shall be the figure employed for the purposes of this subdivision. 
No individual dependent upon and receiving his chief support 
from any other individual may be a claimant under section 290.-
012 and this subdivision. The commissioner of revenue shall pre
scribe the additional forms or alterations in existing forms as neces
sary to comply with the provisions of section 290.012 and this 
subdivision. All claimants shall submit their returns on these 
forms. 

The commissioner of revenue shall provide alternative tax 
tables which will include these credits. 

Sec. 7. Minnesota Statutes 1978, Section 290.06, Subdivision 
3e, is amended to read: 

Subd. 3e. [PARENTS' CREDIT.] A credit of $50 may be de
ducted from the tax due from the taxpayer and his spouse, if any, 
under this chapter if either the taxpayer or his spouse devotes his 
time to caring for his children and their home ftflG is net employed 
outside af the heme. A taxpayer would qualify for the credit if 

(a) he has a ~hild who is twelve years of age or younger re
siding in his home at any time during the taxable year; and 

(b) if the taxpayer is married, either the taxpayer or his spouse 
remains unemployed throughout the taxable year for the purpose 
of caring for the child in the home; and 

(c) the combined federal adjusted gross income of the taxpayer 
and his spouse , if any, is not in excess of $25,000. 
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A married claimant shall file his income tsx return for the year 
for which he claims the credit either jointly or separately on one 
form with his spouse. In the case of the married claimant, only 
one spouse may claim the credit. 

Sec. 8. Minnesota Statutes 1978, Section 290.081, is amended 
to read: · . 

290.081 [INCOME OF NONRESIDENTS, RECIPROCITY.] 
(a) The compensation received for the performance of personal 
or professional services within this state by an individual who 
resides and has his place of abode and place to which he cus
tomarily returns at least once a month in another state, shall be 
excluded from gross income to the extent such compensation is 
subject to an income tsx imposed by the state of h1S residence; 
provided that such state allows a similar exclusion of compen
sation received by residents of Minnesota for services performed 
therein, or 

(b) Whenever a nonresident tsxpayer has become liable for 
income taxes to the state where he resides upon his net income 
for the taxable year derived from the performance of personal or 
professional services within this state and subject to taxation 
under this chapter, there shall be allowed as a credit against the 
amount of income tax payable by him under this chapter, such 
proportion of the tax so paid by him to the state where he re• 
sides as his gross income subject to taxation under this chapter 
bears to his entire gross income upon which the tax so paid to 
such other state was imposed; provided, that such credit shall 
be allowed only if the laws of such state grant a substantially 
similar credit to residents of this state subject to income tsx 
under such laws, or 

( c) If any taxpayer who is a resident of this state, or a domestic 
corporation or corporation commercially domiciled therein, has 
become liable for taxes on or measured by net income to another 
state or a province of Canada upon, if the taxpayer is an individual 
or a resident estate or resident trust, any income, or if it is a 
corporation, upon income derived from the performance of personal 
or professional services within such other state or province of 
Canada and subject to taxation under this chapter he or it shall 
be entitled to a credit against the amount of taxes payable under 
this chapter, of such proportion thereof, as such gross income 
subject to taxation in such state or province of Canada bears to his 
entire gross income subject to taxation under this chapter; pro
vided ( 1) that such credit shall in no event exceed the amount of 
tax so paid to such other state or province of Canada on the gross 
income earned within such other state and subject to taxation 
under this chapter, and (2) that such credit shall not be allowed 
if such other state or province of Canada allows residents of this 
state a credit against the taxes imposed by such state or province 
of Canada for taxes payable under this chapter substantially sim
ilar to the credit provided for by paragraph (b) of this section, and 
(3) the allowance of such credit shall not operate to reduce the 
taxes payable under this chapter to an amount less than would 
have been payable if the gross income earned in such other state 



2028 JOURNAL OF THE SENATE [53RD DAY 

or province of Canada had been excluded in computing net income 
under this chapter. 

( d) The commissioner shall by regulation determine with re
spect to gross income earned in any other slate the applicable 
clause of this section. When it is deemed to be in the best interests 
of the people of this state, the commissioner may determine that 
the provisions of clause (a) shall not apply. 

( e) "Tax So Paid" as used in this section means taxes on or 
measured by net income payable to another state or province of 
Canada on income earned within the taxable year for which the 
credit is claimed, {'rovided that such tax is actually paid in that 
taxable year, or subsequent taxable years. 

(f) For the pu?p?ses of clause (a), whenever the Wisconsin tax 
on Minnesota residents which would have been paid Wisconsin 
without clause (a) exceeds the Minnesota tax on Wisconsin resi
dents which would have been paid Minnesota without clause (a), 
or vice versa, then the state with the net revenue loss resulting 
from clause (a) shall receive from the other state the amount of 
such loss. This provision shall be effective for all years beginning 
after December 31, 1972. The data used for computing the loss to 
either state shall be determined on or before September 30 of the 
year following the close of the previous calendar year. 

If an agreement cannot be reached as to the amount of the loss, 
the commissioner of revenue and the taxing official of the state 
of Wisconsin shall each appoint a member of a board of arbitration 
and these members shall appoint the third member of the board. 
The bosrd shall select one of its members as chairman. Such board 
may administer oaths, take testimony, subpoena witnesses, and 
require their attendance, require the production of books, papers 
and documents, and hold hearings at such places as are deemed 
necessary. The board shall then make a determination as to the 
amount to be paid the other state which determination shall be 
final and conclusive. 

Notwithstanding the provisions of section 290.61, the commis
sioner may furnish copies of returns, reports, or other information 
to the taxing official of the state of Wisconsin, a member of the 
bosrd of arbitration, or a consultant under joint contract with the 
states of Minnesota and Wisconsin for the purpose of making a 
determination as to the amount to be paid the other state under 
the provisions of this section. Prior to the release of any informa
tion under the provisions of this section, the person to whom the 
information is to be released shall sign an agreement which provides 
that he will protect the confidentiality of the returns and informa
tion revealed thereby to the extent that it is protected under the 
Jaws of the state of Minnesota. 

Sec. 9. Minnesota Statutes 1978, Section 290.09, Subdivision 15, 
is amended to read: 

Subd. 15. [STANDARD DEDUCTION.] In lieu of all deduc• 
tions provided for in this chapter other than those enumerated in 
section 290.18, subdivision 2, and in lieu of the credits enumerated 
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in section 290.21, subdivision 3, an individual may claim or be 
allowed a standard deduction as follows: 

(a) Ii his aiijusted gl'<Ml!l ineome is $10,000 0i' IB8leJ the et1111da,d 
deduetien ehaB be $1,000. 

{e} Ii his aiijueted gl'8IJ8 iReeme is Iese than $10,000 Subject to 
modification pursuant to clause (b), the standard deduction shall 
be an amount equal to ten percent thereof of the adjusted gross 
income of the taxpayer, up to a maximum deduction of $2,000; 
in the case in which a standard deduction tax table is provided by 
the commissioner of revenue pursuant to the provisions of section 
290.06, subdivision 2, the standard deduction shall be available 
to individuals with adjusted gross income of less than $20,000 
only through the use of such table. 

In the case of a husband and wife living together, the standard 
deduction shall not be allowed to either if the net income of one 
of the spouses is determined without regard to the standard 
deduction. The combined maximum standard deduction available 
to a husband and wife shall not exceed $2,000. The maximum 
amount available to them may be taken by either of them or 
divided between them, provided that neither spouse may take a 
standard deduction which exceeds ten percent of his own adjusted 
gross income. For the purposes of this paragraph the determina
tion of whether an individual is living with his spouse shall be 
made as of the last day of the taxable year unless the spouse dies 
during the taxable year in which case such determination shall 
be made as of the date of such spouse's death. 

(b) For each taxable year beginning after December 31, 1980, 
the maximum amount of the standard deduction shall be adjusted 
for inflation. That amount shall be multiplied each year by the 
percentage increase in the revised consumer price index for all 
urban consumers for the Minneapolis-St. Paul metropolitan area 
used for purposes of section 290.06, subdivision 3g. The product 
of the calculation shall be added to the dollar amount of the 
maximum standard deduction established in clause (a) to produce 
the inflation-adjusted maximum standard deduction for each 
succeeding year. 

Sec. 10. Minnesota Statutes 1978, Section 290.14, is amended 
to read: 

290.14 [GAIN OR LOSS ON DISPOSITION OF PROPERTY, 
BASIS.] The basis for determining the gain or loss from the sale 
or other disposition of property acquired on or after January 1, 
1933, shall be the cost to the taxpayer of such property, with the 
following exceptions: 

( 1) If the property should have been included in the last inven
tory, it shall be the last inventory value thereof; 

(2) If the property was acquired by gift, it shall be the same 
as it would be if it were being sold or otherwise disposed of by the 
last preceding owner not acquiring it by gift; if the facts required 
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for this determination cannot be ascertained, it shall be the fair 
market value as of the date, or approximate date, of acquisition 
by such last preceding owner, as nearly as the requisite facts can 
be ascertained by the commissioner; 

(3) If the property was acquired by gift through an inter vivos 
transfer in trust, it shall be the same as it would be if it were 
being sold or otherwise disposed of by the grantor; 

(4) Except as otherwise provided in this clause (4), the basis 
of property in the hands of a person acquiring the property from 
a decedent or to whom the property passed from a decedent shall, 
if not sold, exchanged or otherwise disposed of before the 
decedent's death by such person, be the fair market value of the 
property at the date of decedent's death. 

For the purposes of the preceding paragraph, the following 
property shall be considered to have been acquired from or to have 
passed from the decedent: 

(a) Property acquired by bequest, devise, or inheritsnce, or 
by the decedent's estate from the decedent; 

(b) Property transferred by the decedent during his lifetime 
in trust to pay the income for life to or on the order or direction 
of the decedent, with the right reserved to the decedent at all 
times before his death to revoke the trust; 

( c) Property transferred by decedent during his lifetime in 
trust to pay the income for life to or on the order or direction of 
the decedent with the right reserved to the decedent at all times 
before his death to make any change in the enjoyment thereof 
through the exercise of a power to alter, amend, or terminate the 
trust; 

(d) Property passing without full and adequate consideration 
under a general power of appointment exercised by the decedent 
by will; 

( e) In the case of il decedent's dying after December 31, 1956, 
property acquired from the decedent by reason of death, form of 
ownership, or other conditions ( including property acquired 
through the exercise or non-exercise of a power of appointment), 
if by reason thereof the property is required to be included in de
termining the value of the decedent's gross estate for Minnesota 
inheritance tax purposes. In such case, if the property is acquired 
before the death of the decedent, the basis shall be the amount 
determined under the first paragraph of this clause reduced by the 
amount allowed to the taxpayer as deductions in computing tax
able net income under this chapter or prior Minnesots income tax 
laws for exhaustion, wear and tear, obsolescence, amortization, and 
depletion on such property before the death of the decedent. Such 
basis shall be applicable to the property commencing on the death 
of the decedent. This parsgraph shall not apply to annuities de
scribed in section 290.08; and property described in paragraphs 
(a), (b), (c) and (d) of this clause (4). 
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Clause ( 4) shall not apply to property which constitutes a right 
to receive an item of income in respect of a decedent under sec
tion 290.077. Nor shall it apply to restricted stock options de
scribed in section 290.078 which the employee has not exercised 
at death. 

(5) If the property was acquired after December 31, 1932, upon 
an exchange described in section 290.13, subdivision 1, the basis 
shall be the same as in the case of the property exchanged, de
creased in the amount of any money received by the taxpayer and 
increased in the amount of gain or decreased in the amount of loss 
to the taxpayer that was recognized upon such exchange under the 
Jaw applicable to the year in which the exchange was made. If the 
property so acquired consisted in part of the type of property per
mitted by section 290.13, subdivision 1, to be received without the 
recognition of gain or loss, and in part of other property, the basis 
provided in this clause shall be allocated between the properties, 
other than money, received, and for the purpose of the allocation 
there shall be assigned to such other property an amount eqlriv
alent to its fair market value at the date of the exchange. This 
clause shall not apply to property acquired by a corporation by 
the issuance of its stock or securities as the consideration, in whole 
or in part, for the transfer of the property to it; 

(6) If substantially identical property was acquired in the place 
of stocks or securities which were sold or disposed of and in respect 
of which loss was not allowed as a deduction uniler section 290.09, 
subdivision 5, the basis in the case of property so acquired shall 
be the same as in the case of the stock or securities so sold or 
disposed of, increased by the excess of the repurchase price of such 
property over the sale price of such stock or securities, or decreased 
by the excess of the sale price of such stock or securities over the 
repurchase price of such property; 

(7) If the property was acquired after December 31, 1932, 
as the result of a compulsory or involuntary conversion described 
in section 290.13, subdivision 5, the basis shall be the same as in 
the case of the property so converted, decreased in the amount 
of any money received by the taxpayer which was not expended 
in accordance with the provisions of law applicable to the year 
in which such conversion was made, determining the taxable 
status of the gain or loss upon such conversion, and increased 
in the amount of gain or decreased in the amount of loss to 
the taxpayer recognized upon such conversion under the law 
applicable to the year in which such conversion was made. 

(8) Neither the basis nor the adjusted basis of any portion 
of real property shall, in the case of a lessor of such property, 
be increased or diminished on account of income derived by the 
lessor in respect of such property and excludable from gross in
come under section 290.08, subdivision 14. 

If an amount representing any part of the value of real property 
attributable to buildings erected or other improvements made by 
a lessee in respect of such property was included in gross income 
of the lessor for any taxable year beginning before January t, 
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1943, the basis of each portion of such property shall be properly 
adjusted for the amount so included in gross income. 

(9) If the property was acquired by the taxpayer as a transfer 
of property in exchange for the release of the taxpayer's marital 
rights, the basis of the property shall be the same as it would 
be if it were being sold or otherwise disposed of by the person 
who transferred the property to the taxpayer. 

Sec. 11. Minnesota Statutes 1978, Section 290.21, Subdivision 
3, is amended to read: 

Subd. 3. An amount for contribution or gifts made within the 
taxable year: 

(a) to or for the use of the state of Minnesota, or any of its 
political subdivisions for exclusively public purposes, 

(b) to or for the use of any community chest, corporation, 
organization, trust, fund, association, or foundation located in 
and carrying on substantially all of its activities within this 
state, organized and operating exclusively for religious, charitable, 
public cemetery, scientific, literary, artistic, or educational pur
poses, or for the prevention of cruelty to children or animals, no 
part of fue net earnings of which inures to the benefit of any pri
vate stockholder or individual, 

(c) to a fraternal society, order, or association, operating under 
the lodge system located in and carrying on substantially all of 
their activities within this state if such contributions or gifts 
are to be used exclusively for the purposes specified in subdivi
sion 3 (b), or for or to posts or organizations of war veterans or 
auxiliary units or societies of such posts or organizations, if 
they are within the state and no part of their net income inures 
to the benefit of any private shareholder or individual, or to 
an employee stock ownership trust as defined in section 290.01, 
subdivision 25. Where the beneficiaries of a stock ownership trust 
include the transferor, his spouse, children, grandchildren, parents, 
siblings or their children, the amount of the deduction shall be 
reduced by the product of multiplying said amount by their per
centage interest in the trust, 

(d) to or for the use of the United States of America for ex
clusively public purposes, and to or for the use of any community 
chest, corporation, trust, fund, association, or foundation, organized 
and operated exclusively for any of the purposes specified in sub
division 3 ( b) and ( c) no part of the net earnings of which inures to 
the benefit of any private shareholder or individual, but not carry
ing on substantially all of their activities within this state, in an 
amount equal to the ratio of Minnesota taxable net income to total 
net income, provided, however, that for an individual taxpayer, the 
credit shall be allowed in an amount equal to the ratio of the tax
payer's gross income hem som'ees withia the state assignable to 
Minnesota to the taxpayer's gross income from all sources, 

(e) to a political party, as defined in section 200.02, subdivi
sion 7, or a political candidate, as defined in section 210A.01, or 
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a political cause when sponsored by any party or association or 
committee, as defined in section 210A.0l, in a maximum amount 
not to exceed the following: 

(1) contributions made.by individual natural persons, $100, 

(2) contributions made by a national committeeman, national 
committeewoman, state chairman, or state chairwoman of a 
political party, as defined in section 200.02, subdivision 7, $1,000, 

( 3) contributions made by a congressional district committee-
man or committeewoman of a political party, as defined in sec
tion 200.02, subdivision 7, $350, 

(4) contributions made by a county chairman or a county chair
woman of a political party, as defined in section 200.02, subdivision 
7, $150t, 

(f) in the case of an individual, the total credit against taxable 
net income allowable hereunder shall not exceed 30 pe.eent sf tile 
t&payer?s Milmeseta gl'e&8 iReeme as fellows! 

fi). tile &ggl'egate ef e0Rbib11tiens maae ta epgani!lltiens epeeified 
in -fat;~~~ shall net aeeed ten pe,eeM el tile tal!pa5"e,'s 
ltlieneeeta gl'8BS ineame, 

~ tile teW etedits IIBElel' ime SIHlpaPagHph f8l' aB¥ '8lllll!le 
5'8M shall net e!!eeed 00 pe,eent el tile tHpay81"s Minnesate. lll'8S8 
ineame. ¥eP pllfP8&es el ime SIHIJIIH'ftgl'llflR, tile eredite IIBdet ime 
seetien shall lie eelBf)llted witheut Pei!8i'Q te 8B5' deduetien allawed 
under subpamgl'llflR fit llut shall take inte aeeeunt any eent!ib11-
tiens deserilied in SIHlpaPagHph fi). wRie11 a,e in - el tile 
ameunt allewahle as a 8f8dit eder BIHIJllH'ftgHpR (ih the sum of: 

(i) 20 percent of the taxpayer's Minnesota gross income in 
the case of contributions described in clauses ( c) and ( e); and 

(ii) 50 percent of the taxpayer's Minnesota gross income in 
the case of contributions or gifts described in clauses (a), (b) 
and ( d), reduced by the amount of the credit allowable under 
subparagraph (i), 

( g) in the case of an individual, if the amount of the con
tributions or gifts described in clauses (a), (b) and (d), when 
added to the amount of contributions described in clauses ( c) 
and ( e), payment of which is made in a taxable year, hereinafter 
referred to in this subdivision as the "contribution year," exceeds 
50 percent of the taxpayer's Minnesota gross income for that 
year, the excess shall be treated as a gift or contribution pursuant 
to this subdivision, paid in each of the five succeeding taxable 
years in order of time, but with respect to any succeeding tax
able year, only to the extent of the lesser of the following 
amounts: 

(i) the amount by which 50 percent of the taxpayer's Minne• 
sota ,ross income for such succeeding taxable year exceeds the 
sum of the contribution and gifts described in this subdivision, 
payment of which is actually made by the taxpayer within such 
succeeding taxable year, and the contributions and gifts described 
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in clauses (a), (b) and (d), payment of which was made in tax• 
able years before the contribution year and which are treated 
pursuant to this clause as having been paid in such succeeding 
taxable year; or 

(ii) in the first succeeding taxable year, the amount of such 
excess, and in the second, third, fourth and fifth succeeding tax• 
able years, the portion of such e:tcess not treated under this clause 
as a contribution or gift described in clauses (a), (b) and (d) 
paid in a taxable year between the contribution year and such 
succeeding ta:rable year; or 

(iii) if, in a contribution year, the taxpayer's Minnesota gross 
income e:rceeds $100,000, clause ( g) shall not apply and no con• 
tributions or gifts covered by clause ( g) shall be carried forward 
to a subsequent year, 

fr}- (h) in the case of a corporation, the total credit against 
net income hereunder shall not exceed 15 percent of the taxpay• 
er's taxable net income less the credits allowable under this sec
tion other than those for contributions or gifts, 

~ (i) in the case of a corporation reporting its taxable income 
on the accrual basis, if: (A) the board of directors authorizes 
a charitable contribution during any taxable year, and (B) pay
ment of such contribution is made after the close of such taxable 
year and on or before the fifteenth day of the third month fol• 
lowing the close of such taxable year; then the taxpayer may 
elect to treat such contribution as paid during such taxable year. 
The election may be made only at the time of the filing of the 
return for such taxable year, and shall be signified in such man• 
ner as the commissioner shall by regulations prescribe;, 

-fit ( j) in the case of a contribution or property placed in trust 
as described in section 170(0 (2) of the Internal Revenue Code 
of 1954, as amended through December 31, 1976, a credit shall 
be allowed under this subdivision to the extent that a deduction 
is allowable for federal income tax purposes. 

Sec. 12. Minnesota. Statutes 1978, Section 290.23, is amended 
by adding a subdivision to read: 

Subd. 16. [INCOME FROM OUT-OF.STATE PROPERTY.] 
There shall be allowed as a deduction in computing the tamble 
net income of a trust or an estate the amount of income or gains 
from tangible personal or real property having a situs outside 
this state allocated to this state according to the provisions of 
section 290.17, subdivision 1. 

Sec. 13. The withholding of tax on wages pursuant to Min• 
nesota Statutes, Section 290.92 shall be suspended for a period 
of one month. No employer shall withhold any ta:r from wages 
paid with respect to any payroll period ending after September 
30, 1919 and prior to November 1, 1979. 

Sec. 14. [REPEALER.] Minnesota Statutes 1918, Section 
290.06, Subdivision 12, is repealed. 
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Sec. 15. [EFFECTIVE DATE.] Sections 1, 7, 8, 9, JO, 11, 12 
and 14 are effective for taxable years beginning after December 
31, 1978. Section 2 is effective for taxable years beginning after 
December 31, 1977. 

ARTICLE II: PROPERTY TAX 

Section 1. Minnesota Statutes 1978, Section 124.212, Subdivi
sion 10, is amended to read: 

Subd. 10. (a) The equalization aid review committee, consist
ing of the commissioner of education, the commissioner of admin
istration, and the commissioner of revenue, is hereby continued 
and permanently established. The duty of this committee shall 
be to review the assessed valuation of the districts of the state. 
When such reviews disclose reasonable evidence that the assessed 
valuation of any district furnished by any county auditor is not 
based upon the market value of taxable property in such district, 
then said committee shall call upon the department of revenue 
to ascertain the market value of such property, and adjust such 
values as required by law to determine the adjusted assessed 
valuation. The department of revenue shall take such steps as are 
necessary in the performance of that duty and may incur such ex
pense as is necessary therefor. The commissioner of revenue is 
authorized to reimburse any county or governmental official for 
services performed at his request in ascertaining such adjusted 
valuation. On or before March 15, annually, the department of 
revenue shall submit its report on the assessed values established 
by the previous year's assessment to said committee for approval 
or rejection and, if approved, such report shall be filed not later 
than the following July 1 with the commissioner of education and 
each county auditor for those school districts for which he has 
the responsibility for determination of mill rates. A copy of the 
adjusted assessed value so filed shall be forthwith mailed to the 
clerk of each district involved and to the county assessor or super
visor of assessments of the county or counties in which such dis
trict is located. 

(b) For purposes of determining the adjusted assessed value 
of agricultural lands for the calculation of J9n 1978 adjusted as
sessed values and thereafter, the market value of agricultural lands 
shall be tac &ntJunetie IF'll!l'flge af fl-} tee ~ f8I' whieh tile lff'&P
~ W6llld sell in an fll'HIS length tls•ns111etioo, anti W the income 
which could be derived from its free market gross rental rate capi
talized at a rate of Bine ten percent. Value determined pursuant to 
this clause shall be based on comparison of income and assess
ments from only the most recent applicable year, and shall not be 
subject to a three-year series of comparisons. 

Sec. 2. The 1978 adjusted assessed values determined under the 
provisions of section 124.212 shall be computed using the assess
ment ratios for taxes payable in 1980 provided by sections 6 to 
10. In the case of adjusted assessed values which are limited under 
the provisions of section 124.212, subdivision 11, clause (a), the 
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recomputation provided in this section shall be made on the 
limited value. 

Sec. 3. Minnesota Statutes 1978, Section 256.82, is amended 
to read: 

256.82 [PAYMENTS BY STATE.] Based upon estimates sub
mitted by the county agency to the state agency, which shall 
state the estimated required expenditures for the succeeding 
month, upon the direction of the state agency payment shall be 
made monthly in advance by the state to the counties of all fed
eral funds available for that purpose for such succeeding month, 
together with an amount of state funds equal to 00 80 percent of 
the difference between the total estimated cost and the federal 
funds so available for payments made after December 31, 1979 
and before January 1, 1981, and 90 percent of the difference for 
payments made after December 31, 1980. Adjustment of any over
estimate or underestimate made by any county shall be made 
upon the direction of the state agency in any succeeding month. 

Sec. 4. Minnesota Statutes 1978, Section 256D.03, Subdivision 
2, is amended to read: 

Subd. 2. After December 31, 1979, and before January 1, 1981, 
state aid shsll be paid to local agencies for aO 80 percent and, after 
December 31, 1980, for 90 percent of all general assistance grants 
up to the standards of section 256D.01, subdivision 1, according to 
procedures established by the commissioner. Any local agency 
may, from its own resources, make payments of general assistance 
at a standard higher than that established by the commissioner, 
without reference to the standards of section 256D.01, subdivision 
1. 

Sec. 5. Minnesota Statutes 1978, Section 256D.36, Subdivision 
1, is amended to read: 

256D.36 [1973 CATEGORICAL AID RECIPIENTS; PRO
VISIONS FOR SUPPLEMENTAL AID.] Subdivision 1. Com
mencing January 1, 1974, the commissioner shall certify to each 
local agency the names of all county residents who were eligible 
for and did receive aid during December, 1973 pursuant to a 
categorical aid program of old age assistance, aid to the blind, or 
aid to the disabled. From and after January 1, 1-9!14 1980, until 
January 1, 1981 , the state shall pay 80 percent and the county 
shall eaeh pay ene half 20 percent of the supplemental aid calcu
lated for each county resident certified under this section who is 
an applicant for or recipient of supplemental security income. 
After December 31, 1980, the state shall pay 90 percent and the 
county shall pay ten percent of the aid. The amount of supple
mental aid for each individual eligible under this section shall be 
calculated pursuant to the formula prescribed in Title II, Section 
212 (a) (3) of Public Law 93-66, as amended. 

Sec. 6. Minnesota Statutes 1978, Section 273.11, Subdivision 2, 
is amended to read: 
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Subd. 2. -fat For assessments of property for the purpose of 
determining taxes to be levied in 1979, payable in 1980, the asses
sor , after determining the value of any property , shall compare 
the value with that determined in the preceding assessment. Not
withstanding the provisions of section 273.17, the amount of the 
increase entered in the current assessment shall not exceed ten 
percent of the value in the preceding assessment or ene feYRh 
one-half of the total amount of the increase in valuation whichever 
is greater; the excess , together with any increase in value which 
has occurred since the previous assessment, shall be eetefed ie a 
subsequent .yea., 811 ~ p,eYided, howe~1e,, that if .tlte amount; M 
the ieerease in IBftl'ket ,'ftlue is 

* - thae ten pereeet bu-t He m<H'e then 00 pereeet, the 
""""8S shaD be eetered iH the fellewieg YOOl'f 

+iit mere thae 00 pel'£eHt bu-t ee mere thae 4() poreeet, ten 
pereent ehall be entered in earn subaeEj:aeet year UBtil the ameunt 
remaining to be eetored is lees thae 10 pereent in whieh eaoe the 
fHB9\Hl-t remaiBieg wm be eetered iB the nod sabeeEtUent ye,w, 8" 

-fHi-t mere than 40 pereent, the ei.eess shall be entered el½ll&lly iB 
the -ti,pee subso(laen-t year,; added to the market value of the 
property which shall be used for the purpose of determining taxes 
to be levied in 1980, payable in 1981. In all subsequent assess
ments, all real property shall be assessed at its full market value . 

W In the ease ef f>Feperty deseribod in eoetiee 2'73.13, suadl
vieiens e; '7, '7b, 10, ±2-, 1-7, 1'7b and 10, plue aR agrieultural prop
~ and aR real estate dev&ted to tee;.pol'lll'Y and seaaoeal. resi
dential o eeup,mey fer reoreationel purposes whieh was net eubjeet 
to the m,e pe,eent llmi~ in vamation ieerease fer the 19'13 a,, 
the W'l4 aseesanen-t that was pFC\40aiYy pi'EIVided purmuint te 
Mir.Besot& Statt:tes 19'74-; See-tien 2'73,11, Subdi\'iei.en 2; the Ylllue 
-te be lleed fer le\'y'.Bg the Wt6 tMes payable iB 19!1!1' shall be set 
at the !l'Verago poreont of mal'l,et Ylllue used fer the reBfleeti.z}e 
elase of preperty in the l9'7e tea. ie¥ies in its ea•0 asmem diat.iet if 
the IBIH'ket v&.ffie as d~nea by the aeseasOI' punmant to eee
tiefl 2n.11, ~ 1 E!lfeeeds by IB8"0 than ten poreent the 
limited IBftl'ket Y&!ue established ffii' that eJass ef prop or ty. Sueh 
property shall subse(laently inei'ease m ¥&mO fer p,operty tu 
parpeees ao preaeribea iB el!mse W. 

Sec. 7. Minnesota Statutes 1978, Section 273.13, Subdivision 4, 
is amended to read: 

Subd. 4. [CLASS 3.] (a) Tools, implements and machinery of an 
electric generating, transmission or distribution system or a pipe
line system transporting or distributing water, gas, or petroleum 
products or mains and pipes used in the distribution of steam or 
hot or chilled water for heating or cooling buildings, which are 
fixtures, all agricultural land, except as provided by classes 1, 3b. 
3e, all buildings and structures assessed as personal property and 
situated upon land of the state of Minnesota or the Unit.ed States 
government which is rural in character and devoted or adaptable 
to rural but not necessarily agricultural use shall constitute class 3 
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and shall be valued and assessed at 33 ¼ percent of the market 
value thereof, except as provided in clause (b). Except as provided 
in subdivision 5a, all real property devoted to temporary and 
seasonal residential occupancy for recreational purposes, and 
which is not devoted to commercial purposes for more than 200 
days in the year preceding the year of assessment, shall be class 3 
property and assessed accordingly. For this purpose, property is 
devoted to commercial use on a specific day if it is used, or offered 
for use, and a fee is charged for such use. 

(b) For taxes assessed in~ 1979, payable in lW1-8 1980 and 
thereafter , agricultural land and real property devoted to tempo
rary and seasonal residential occupancy for recreation purposes 
which is classified as class 3 shall be assessed at 3l 27 percent of 
its market value , and fe':' tae,es assessed in ~ ~ a ~ 
aD<i t!.epeafter, it s1lall be assess<M at 30 pereeat ei its ma.-ket 
Yaffie. 

Sec. 8. Minnesota Statutes 1978, Section 273.13, Subdivision 5a, 
is amended to read: 

Subd. 5a. [CLASS 3A.] Class 3a shall constitute commercial use 
real property which abuts a lakeshore line and is devoted to tem
porary and seasonal residential occupancy for recreational purposes 
but not devoted to commercial purposes for more than 200 days in 
the year preceding the year of assessment, which includes a por
tion used as a homestead by the owner, with the following limita
tions: the area of the property which shall be included in class 3a 
shall not exceed 100 feet of lakeshore footage for each cabin 
located on the property, up to a total of 800 feet, and 500 feet in 
depth measured away from the lakeshore. Class 3a shall be 
assessed at 18 14 percent of the market value thereof in l-9-'7!7 1979, 
for taxes payable in W18 1980 , and at !6 pereent thereafter. The 
remainder of the parcel shall be classified and assessed according 
to the provisions of subdivision 4. 

Sec. 9. Minnesota Statutes 1978, Section 273.13, Subdivision 6, 
is amended to read: 

Subd. 6. [CLASS 3B.] Agricultural land, except as provided 
by class 1 hereof, and which is used for the purposes of a home
stead shall constitute class 3b and shall be valued and assessed at 
~ 14 percent of -tlae its market value tlaereai in 19-'7!7 1979 , for 
taxes payable in !9'18, 1980 and at l6 ~ thereafter. The 
property tax to be paid on class 3b property as otherwise deter
mined by law not exceeding 120 acres less any reduction received 
pursuant to section 273.135, regardless of whether or not the 
market value is in excess of the homestead base value, shall be 
reduced by 46 50 percent of the tax; provided that the amount 
of said reduction shall not exceed $3l!e $500 . Val11ati0R S>lb:je£t 
'c ;elicf if, -Wn fo, taJ<ee f>!lyalale in !9'78 mall be limited ta ~ 
aei-es -2-l' land, mast e0Rtig11011s &.n.,-e11Rding, eF aarderiRg tile haase 
aee,,pied h¥ the 8WBe¼' as hi,; dwelliRi! plaee; and, sooh athCI' strue
tlll'ea as 1Rey he melooea t!.ePOeR 11tifaed ay -tJae awBel' Hl QB agri
c..Jtw.,al f>'H""H~ F&r ta,rec lsvied in 19-'78 payalale 1919 aD<i 8'Hl
sett11eai yea;s, Valuation subject to relief shall be limited to 160 
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acres of land, most contiguous surrounding, w bordering, or 
closest to the house occupied by the owner as his dwellinil place, 
and such other structures as may be included thereon utilized by 
the owner in an agricultural pu~t. If the market value is in 
excess of the homestead base value, the amount in excess of that 
sum shall be valued and assessed at M 27 percent of its market 
value in 19n 1979 , for taxes payable in W13 1980 , and 1K 30 
pe1'8efK thereafter. The first $12,000 market value of each tract 
of real estate which is rural in character and devoted or adaptable 
to rural but not necessarily agricultural use, used for the purpose 
of a homestead shall be exempt from taxation for state purposes; 
except as specifically provided otherwise by law. 

Agricultural land as used herein, and in section 273.132, shall 
mean contiguous acreage of ten acres or more, primarily used 
during the preceding year for agricultural purposes. Agricultural 
use may include pasture, timber, waste, unusable wild land and 
land included in federal farm programs. 

Real estate of Jess than ten acres used principally for raising 
poultry, livestock, fruit, vegetables or other agricultural products, 
shall be considered as agricultural land, if it is not used primarily 
for residential purposes. 

Sec. 10. Minnesota Statutes 1978, Section 273.13, Subdivision 
7, is amended to read: 

Subd. 7. [CLASS 3C, 3CC.] All other real estate and class 2a 
property, except as provided by classes 1 and 3cc, which is used 
for the purposes of a homestead, shall constitute class 3c, and 
shall be valued and assessed at l!ll 19 percent of the market value 
thereof in 19n 1979 , for taxes payable in ~ 1980 and H l!O 
pet'eeat thereafter. The property tax to be paid on class 3c prop
erty as otherwise determined by law. less any reduction received 
pursuant to section 273.135, regardless of whether or not the 
market value is in excess of the homestead base value, shall be 
reduced by 4& 50 percent of the amount of such tax; provided that 
the amount of said reduction shall not exceed $385 $500 • If the 
market value is in excess of the sum of the homestead base value. 
the amount in excess of that sum shall be valued and assessed at 
3G 32 percent of market value in 19n 1979 , for taxes payable in 
~ 1980 and at 33-¾- pefE!&Rt thereafter. The first $12,000 
market value of each tract of such real estate used for the pur
poses of a homestead shall be exempt from taxation for state pur
poses; except as soecifically provided otherwise by law. Class 3cc 
propertv shall include only real estate which is used for the pur
ooses of a homestead by (a) anv blind person, if such blind person 
is the owner thereof or if such blind person and his or her spouse 
are the sole owners thereof; or (b) any person (hereinafter re
ferred to as veteran) who: ( 1) served in the active military or 
naval service of the United StatPs and (2) is entitled to compen
sation under the laws and regulations of tlie United States for 
permanent and total service-connected disability due to the loss, 
or Jo .. of use, by reason of amputation, ankylosis, progressive 
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muscular dystrophies, or paralysis, of both lower extremities, such 
as to preclude motion without the aid of braces, crutches, canes, 
or a wheelchair, and (3) with assistance by the administration 
of veterans affairs has acquired a special housing unit with special 
fixtures or movable facilities made necessary by the nature of the 
veteran's disability; or ( c) any person who: ( 1) is permanently 
and totally disa~led and (2) is receiving (i) aid from any state 
as a result of that disability, or (ii) supplemental security income 
for the disabled, or (iii) workers' compensation based on a finding 
of total and permanent disability, or (iv) social security disability, 
or (v) aid under the federal railroad retirement act of 1937, 45 
United States Code Annotated. Section 228b(a)5; which aid is 
at least 90 percent of the total income of such disabled person 
from all sources. Class 3cc property shall be valued and assessed 
at five percent of the market value thereof. Permanently and 
totally disabled for the purpose of this subdivision means a con
dition which is permanent in nature and totally incapacitates the 
person from working at an occuoation which brings him an in
come. The property tax to be paid on class 3cc property as other
wise determined by law. less anv reduction received pursuant to 
section 273.135. regardless of whether or not the market value 
is in excess of the homestead base value, for all purposes shall bP 
reduced by 4& 50 oercent of the amount of such tax: provided 
that the amount of said reduction shall not exceed $32& $500 . 
If the market value is in e'<CP.ss of th" sum of $28,000. the amount 
in excess of that sum shall be valued and assessed at :l~ 27 per
cent in ~ 1979 for taxes payable in -l9!f3 1980 and 30 pePeent 
thereafter, in the case of agricultural land used for a homestead 
and 86 32 percent in the CI\SP of all other real estate used for a 
homestead for taxes payable in !MS 1980 and 88-½- 11e~eent ~ 
~ payabl9 in~ and subsequent years. 

Sec. 11. Minnesota Statutes 1978, Section 273.13, Subdivision 
14a, is amended to read: 

Suh<:I. 14a. [BUILDINGS AND APPURTENANCES ON 
LAND NOT OWNED BY OCCUPANT.] The property tax to be 
paid in respect of the value of all buildings and appurtenances 
thereto owned and used by the occupant as a permanent resi
dence, which are located upon land subject to property taxes and 
the title to which is vested in a person or entity other than the 
occupant, for all purposes shall be reduced by 4& 50 percent of thP 
amount of the tax in respect of said value as otherwise determined 
by law, but not by more than $3'.!a $500. 

Sec. 12. Minnesota Statutes 1978, Section 273.17, Subdivision 1, 
is amended to read: 

273.17 [ASSESSMENT OF REAL PROPERTY.l Subdivision 
1. In every year, on January 2, the assessor shall also assess all 
real property that may have become subject to taxation since the 
last previous assessment, including all real property platted since 
the last real estate assessment, and all buildings or other struc
tures of any kind, whether completed or in process of construction, 
of over $1,000 in value, the value of which has not been previously 
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added to or included in the valuation of the land on which they 
have been erected. !l'he -½' assesses pre11el'ty shall he YalaeEi 
initially at a ¥alae Mi eteeeElieg the a,. efllge 11ereent ef market 
YIYae ¼!6eQ ¼D the t83f le¥iee fel' H6 f8Gfl08W,'0 elaee ef Jll'9Jl9Hy in K& 
assessmest aistriet il the HIIH'ket YIYae as Eiete"'Rineel ~ the 
assess91' J:)IH'llWiDt is sectiea ~H; sal3Elr.'4siae 1 aeeeEis ~ JD91'e 
thee teB 11e,eent the limite<I m&fket Yalae establieheil f9I' ~ 
elass ef 111e11el'ty. !l'he asseeemem shall he inl!i'easeEi w mMket 
Y&lae ie ammal inefemeRte es ).H'8Yieed ie seetian 273.11, sa13ei
vis¼8R 2 antil saeh time as the JlfGJlefty is 1eassesse!l. He shall 
make return thereof to the county auditor, with his return of 
personal property, showing the tract or lot on which each struc
ture has been erected and the market value added thereto by such 
erection. Every assessor shall list, without revaluing, in each year, 
on a form to be prescribed by the commissioner of revenue, all 
parcels of land that shall have become homesteads or shall have 
ceased to be homesteads for taxation purposes since the last real 
estate assessment, and other parcels of land when the use of the 
land requires a change in classification or the land has been in
correctly classified in a previous assessment. 

The county auditor shall note such change in the assessed valu
ation upon the tax lists, caused by a change in classification, and 
shall calculate the taxes for such year on such changed valuation. 
In case of the destruction by fire, flood, or otherwise of any build
ing or structure, over $100 in value, which has been erected pre
vious to the last valuation of the land on which it stood, or the 
value of which has been added to any former valuation, the asses
sor shall determine, as nearly as practicable, how much less such 
land would sell for at private sale in consequence of such destruc
tion, and make return thereof to the auditor. 

Sec. 13. Minnesota Statutes 1978, Section 275.125, Subdivision 
6a, is amended to read: 

Subd. 6a. (1) In addition to the excess levy authorized in subdi
vision 6, in 1976 any district within a city of the first class which 
was authorized in 1975 to make a retirement levy under sections 
275.127 and 422A.01 to 422A.25 may levy an amount per pupil 
unit which is equal to the amount levied in 1975 payable 1976, 
under sections 275.127 and 422A.01 to 422A.25, divided by the 
number of pupil units in the district in 1976-1977. 

(2) In ~ 1979 and each year thereafter, any district which 
qualified in 1976 for an extra levy under clause ( 1) shall be 
allowed to levy the same amount Jlei' ~ unit alleweel ~ tliat 
elaf.lee, as levied for retirement in 1978 under this clause reduced 
each year by ten percent of the difference between the amount 
levied for retirement in 1971 under Minnesota Statutes 1971, Sec
tions 275.127 and 422.01 to 422.54 and the amount levied for 
retirement in 1975 under Minnesota Statutes 1974, Sections 
275.127 and 422A.0l to 422A.25. 

Sec. 14. Minnesota Statutes 1978, Section 290A.03, Subdivision 
:i, is amended to read: 
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Subd. 3. [INCOME.] "Income" means the sum of the following: 

(a) federal adjusted gross income as defined in the Internal 
Revenue Code of 1954 as amended through December 31, 1976; 
and 
- (b) the sum of the following amounts to the extent not in

cluded in clause (a) : 

(i) additions to federal adjusted gross income as provided in 
Minnesota Statutes, Section 290.01, Subdivision 20, Clause (a) (1), 
(a) (2), (a) (3), (a) (10), (a)fl3} (14), and (a)~ (15); 

(ii) all nontaxable income; 

(iii) recognized net long term capital gains; 
(iv) dividends excluded from federal adjusted gross income 

under section 116 of the Internal Revenue Code of 1954; 

( v) cash public assistance and relief; 

( vi) any pension or annuity (including railroad retirement 
benefits, all payments received under the federal social security 
act, supplemental security income, and veterans disability pen
sions), 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; 

( vii) nontaxable interest received from the state or federal 
government or any instrumentality or political subdivision there
of; 

( viii) workers' compensation; 

(ix) unemployment benefits; 

(x) nontaxable strike benefits; and 

(xi) 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 other
wise. In the case of an individual who files an income tax return 
on a fiscal year basis, the term "federal adjusted gross income" 
shall mean federal adjusted gross income reflected in the fiscal 
year ending in the calendar year. "Income" does not include 

(a) amounts excluded pursuant to the Internal Revenue Code, 
Section l0l(a), 102,117, and 121; 

(b) amounts of any pension or annuity which was exclusively 
funded by the claimant or spouse and which funding payments 
were not excluded from federal adjusted gross income in the 
years when the payments were made; 

(c) gifts from nongovernmental sources; 

(d) surplus food or other relief in kind supplied by a govern
mental agency; el' 
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(e) relief granted under sections 273.012, subdivision 2 or 
290A.01 to 290A.21 ; or 

(f) child support payments received under a temporary or 
final decree of dissolution or legal separation. 

Sec. 15. Minnesota Statutes 1978, Section 290A.03, Subdivision 
11, is amended to read: 

Subd. 11. [RENT CONSTITUTING PROPERTY TAXES.) 
"Rent constituting property taxes" means ~ 23 percent of the 
gross rent actually paid in cash, or its equivalent, or that por
tion of gross rent which is paid in lieu of property taxes, in ~ 01' 
any suhseqsent calendar year by a claimant solely for the right 
of occupancy of his Minnesota homestead in the calendar year, 
and which rent constitutes the basis, in the succeeding calendar 
year of a claim for relief under sections 290A.0l to 290A.21 by 
the claimant. 

Sec. 16. Minnesota Statutes 1978, Section 290A.04, Subdivision 
2, is amended to read: 

Subd. 2. The refund shall be paid to claimants whose property 
taxes payable exceed the following percentages of their income, 
up to the designated maximum credit amounts: 

For claimants earning: 

$0 to $2,999, 0.5 percent, up to $4U $650 ; 

3,000 to 3,999, 0.6 percent, up to $4'16 $650 ; 

4,000 to 4,999, 0.7 percent, up to $4'16 $650; 

5,000 to 5,999, 0.8 percent, up to $4U $650 ; 

6,000 to 6,999, 0.9 percent, up to $4'16 $650 ; · 

7,000 to 7,999, 1.0 percent, up to $4'16 $650; 

8,000 to 8,999, 1.1 percent, up to $4'16 $650 ; 

9,000 to 9,999, 1.2 percent, up to $4'16 $650 ; 

10,000 to 10,999, 1.3 percent, up to $4'16 $650 ; 

11,000 to 11,999, 1.4 percent, up to $4'16 $650 ; 

12,000 to 19,999, 1.5 percent, up to $4'16 $650 ; 

20,000 to 22,999, 1.6 percent, up to $4'16 $650 ; 

23,000 to 25,999, 1.8 percent, up to $426 $600; 

26,000 to 30,999, 2.0 percent, up to $a-1D $550 ; 

31,000 to 35,999, 2.2 percent, up to $3W $525 ; 

36,000 to 40,999, 2.4 percent, up to $321> $500 ; 

41,000 to 44,999, 2.6 percent, up to $321> $500 ; 

45,000 to 52,999, 2.8 percent, up to $321> $500; 
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53,000 to 65,999, 3.0 percent, up to $326 $500 ; 

66,000 to 81,999, 3.2 percent, up to $326 $500 ; 

82,000 to 99,999, 3.5 percent, up to $326 $500 ; 

100,000 and over, 4.0 percent, up to $32& $500 ; 

[53RD DAY 

provided that maximum credits for incomes above $20,000 
decline according to the following schedule: 

between $20,000 and $26,000 decline $16.67 per $1,000; 
between $26,000 and $36,000 decline $5 per $1,000. 

The payment made to a claimant shall be the amount of re
fund calculated pursuant to this subdivision, but not exceeding 
$6'1& $850 , less the homestead credit given pursuant to section 
273.13, subdivisions 6 and 7 . 

. Sec. 17. Minnesota Statutes 1978, Section 290A.04, Subdivision 
2a, is amended to read: 

Subd. 2a. An additional refund shall be allowed each claimant 
who was not disabled or who had not attained the age of 65 by 
June 1 of the year in which the taxes were payable aad whese 
e1aim is based en tlGes fHlid en the heme he ewRB in an amount 
equal to 38 50 percent of the amount by which property taxes 
payable and or rent constituting property taxes exceed the sum 
of (a) the refund calculated pursuant to subdivision 2 and (b) 
the _percentage of the claimant's household income specified in 
subdivision 2. The sum of the refunds provided in subdivision 2 
and this subdivision shall not exceed the maximum amounts pro
vided below. 

For claimants earning: 

$0 te 19,999, up te $800 t 

00;000 to 25,999, up to $800 $975 ; 

26,000 to 35,999, up to $6W $825 ; 

36,000 and over, up to $32& 500 ; 

provided that maximum refunds for incomes above $20,000 de
cline according to the following schedule: 

between $20,000 and $26,000 decline $25 per $1,000; between 
$26,000 and $36,000 decline $32.50 per $1,000. A claimant who 
owns his own homestead part of the year and rents part of the 
year may add his rent constituting property taxes to the qualifying 
tax on his homestead and receive the additional refund provided 
in subdivision 2a. 

Sec. 18. Minnesota Statutes 1978, Section 290A.04, Subdivision 
2b, is amended to read: 

Subd. 2b. An additional refund shall be allowed each claimant 
who is disabled or has attained the age of 65 by June 1 of the 
year in which the taxes were payable in an amount equal to 50 
percent of the amount by which property taxes payable or rent 
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constituting property taxes exceed the sum of (a) the refQnd cal
culated pursuant to subdivision 2 and (b) the percentage of the 
claimant's household income specified in subdivision 2. The sum 
of the refunds provided in subdivision 2 and this subdivision shall 
not exceed the maximum amounts provided below. 

For claimants earning: 

$0~w,999up~$800t 
00;009 to 22,999, up to $800 $975 ; 
23,000 to 25,999, up to $!+63 $938 ; 
26,000 to 35,999, up to~ $900 ; 

36,000 and over, up to $We $700 ; 

provided that maximum refunds for incomes above $20,000 
decline according to the following schedule: 

between $20,000 and $26,000 decline $12.50 per $1,000; be
tween $26,000 and $36,000 decline $20 per $1,000. 

In the case of a claimant who was disabled on or before June 
1 or who attained the age of 65 on the date specified in subdivi
sion 1, the refund shall not be less than the refund which the 
claimant's household income as defined in section 290A.03, and 
property tax or rent constituting property tax would have enti
tled him to receive under Minnesota Statutes 1974, Section 
290.0618. 

Sec. 19. Minnesota Statutes 1978, Section 290A.04, Subdivi
sion 3, is amended to read: 

Subd. 3. The commissioner of revenue shall construct and 
make availal;>le to taxpayers a comprehensive table showing 
the property taxes to be paid and credit allowed to various 
levels of income and assessment. The table shall follow the sched
ule of income percentages, maximums and other provisions speci
fied in saet!i•.-;sien subdivisions 2, 2a, and 2b, except that the 
commissioner may graduate the transition between income 
brackets. 

For homestead property owners who are disabled or are 65 or 
older, as provided in subdivision 1, the commissioner shall base 
his determination of the credit on the gross qualifying tax reduced 
by the average statewide effective homestead credit percentage 
for taxes payable in 1975 calculated under section 273.13, sub
divisions 6 and 7. 

Sec. 20. (APPROPRIATION.] There is appropriated from the 
general fund to the commissioner of public welfare a sum suffi
cient to make the increased distribution required under sections 
3, 4 and 5. 

Sec. 21. [REPEALER.] Minnesota Statutes 1978, Section 
273.11, Subdivision 2, is repealed. 

Sec. 22. [EFFECTIVE DATE.] Sectzons 6 to 12 are effective 
for taxes levied in 1979, payable in 1980 and thereafter. Section 
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14 is effective for low income credits claimed for taxable years 
beginning after December 31, 1977 and for property ta% refund 
claims based on rent paid in 1978 and property taxes payable in 
1977. Sections 15 to 19 are effective for claims based on rent paid 
in 1979 and property ta,ces payable in 1980. Section 21 is effective 
for taxes levied in 1980, payable in 1981 and thereafter. 

ARTICLE III: INHERITANCE TAX 

Section 1. Minnesota Statures 1978, Section 291.005, Subdivision 
1, is amended to read: 

291.005 [DEFINITIONS.] Subdivision 1. Unless the cont.ext 
otherwise clearly requires, the following t.erms used in this chapt.er 
shall have the following meanings: 

f¼t "Plellate aseets" me&R6 anEl ineluaes prefJel'ty ewRed BY ft 
deeedent at the time ef hls a8ftth ~ ey seet.ien 624.3 'J96 ~ 
!Jc lieteEI 8ft ft pe1'88R81 PCfJPesentatwe' s in•,•ente,y &RII ftfJflllHGCRleRt . 

.f3t "Non }3Pebate aeaete" me&RS aREI ine)udee all pPa~oRy ei 
~ kin<l *ansfeffetl kem ft deeedent eP at eP BY - ef the 
Eleeedent's death wllich ia stib;ie~ t& the iRheritanee ta!<~ ey 
$hie eliaptlll' (wi$1taat i'eg8M te EiedaetbRS er Ol!emptienst &RII 
wliieh Eieesnet eensiat of fJP89ate assets. 

(I) "Federal gross estate" means the gross estate of a decedent 
as determined for federal estate ta,c purposes pursuant to the pro
visions of the Internal Revenue Code. 

(2) "Personal representative" means the e,cecutor, administrator 
or other person appointed by the court to administer and dispose of 
the property of the decedent. If there is no e,cecutor, administrator 
or other person appointed, qualified, and acting within this state, 
then any person in actual or constructive possession of any property 
having a situs in this state which is included in the federal gross 
estate of the decedent shall be deemed to be a personal representa
tive to the e,ctent of such property and the Minnesota estate ta,c due 
with respect to such property. 

(3) "Resident decedent" means an individual whose residence at 
the time of his death was in Minnesota. 

( 4) "Nonresident decedent" means an individual who at the 
time of his death was not a resident. 

(5) "Situs of property" means, with respect to real property, the 
state or country in which it is located; with respect to tangible per
sonal property, the state or country in which it was normally kept 
or located at the time of the decedent's death; and with respect to 
intan11ible personal property, the state or country in which the 
decedent was a resident at death. 

43} ( 6) "Commissioner" means &RII P8iePs te the commissioner 
of revenue ef this state or any person eP eaEiy withiB the state M· 
fJt¼.tment ef revenae to whom he may have delegated his functions 
under this chapter. 
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f4)- "9ependea-t ehiklll mew a natural. eiliW ef the deeedent, 
er a diild adapted ey the deeedcnt whe is incapaele ef frlfflisJiing 
his ewn 011ppel'I; lly i'8BS8B ef a J)&YBieal er mental cibrat, illness 
e, delOl'Rlity., ~ ee1R1Rissiene, IB83' ref11:1est yerifieation el ihe 
JIRY4lieel 81' mental eanditien ef the emltl eelere allewing the B!Eemp 
tiens and IMeB applicable tea dependent ehil4 UHel' -this eliepter. 

-fit "Ste11ehild." meaas e eMW wile is~~ :deeedeai's MNNI 
8i' adapted eiliW ~ is the natural 8t' adapted ehila ef the eeee
eea$?e fJYlVP.1H!g er EleeeaeeEl epeYSe, 

(7) "Internal Revenue Code" means the United States Internal 
Revenue Code of 1954 as amended through December 81, 1978. 

Sec. 2. Minnesota Statutes 1978, Section 291.01, is amended to 
read: 

291.01 [TAX IMPOSED.] Svedwieien 1. A tax shall &e and is 
hereby imposed upon any the transfer of prep~, Hal; persanal 
e, mae4; er: ~ inteHst -tae,ein, • ie:ee&1e taeeehem iR ~ m 
&Mteiw-ise, ff 8Bf pei=eee, assoeiatien w eerpePMien, eHeept eeYBty; 
iewA er municipal eerperatian within the~ fer smetly eeanty, 
iewn 8t' manieipal pa,p aces, in the fellewing e-. 

{» When the t.laBsfe, is ~ will 81' ~ the iMestate laws ef this 
state frem any persen ~ passessed of the prapefty WAile a 
resident ef iliis stat8t 

~ When a transfer is~ will er intestate law, ef p,apcl'l;y WHh
in the state 81' within its jW'isdietien and the lleellident was a nen
residea-t ef the state at the time ef hie Eleetht 
~ When the traftefe, ie ef f1P8pel'l;y IB&6e ~ a fesideat er~ a 

eoareside&t when 8llGR .aemesiieat's pteperty is within this ~ 
er~ Its jllrisdietian, ~ aeed; g,ant; eargain, oale * gift; maee 
in eaatemplatian ef the eeeth ef the gmntal', •,ender, er Q8R8I'; er 
intended ta take effect in paeseseien er enjayment at er aftef 
8118ft tleath; any il'llnsfef ef the matefial paft ef the fll9flCffY 
ef a deeeaeee in the natare ei a final dispoeitian er dismea 
iien the,eaf, made witain tmee years f1Rer to tieath, wiih
eat ade11aal;e ana Hill eensiEleFatian in meney er maney's werth, 
shall; anleee ehewn te tile eent~ Ile deemed to 9aYC &een 
made in eentemplatien ef aee:th; ne 8ll8R mmsfer matle 
flft8I' to 8lleh tmee Y8lll fl8R0El shall ee deemed &I' heltl to R11¥e 
&een matie in e&Rtl!lnfll&tien ef tieatht and 

,(4) Nathing in -this ehapteF shall 13c eenetNed ae impesiBg a 
tu apen ~- tmnsfCl', as defines in -this ehapte•, ef intangieles, 
however 1:ISeQ e, llelEI; whetlie, i& -tRtH a, &theNioe, ~ a pe,seR; 
er ~ - ef the death ei a pers8ft, wh& was net a ,esident ef 
-this state at the time ef hls tleatlh 

8aM, a, Saeh tu shall &e impesed when any Slleh pelll6R &E 
eer,ei:atien heeemes Benef.ieiaUy entitled, in peosessiee &P ~

taney, te 11ft¥ Jl1'8130ffY op the ineame thereof, ~ any 8lleh trans
fop whetheF matle &eiere er afteF the pasaage of thHl ehapte,. 
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SuM.. 3, A ta&hle mieeler URa8i' the provieioee ef this eheii
• shall ec deemed te have heon ~ 

flt ~ the ateBt et M¥ proplll'ty with respeet t& wiHeB the 
deeedeet has ai the time et hie deMh general pewer ef llflpoint 
meat,, ePea4;ed eR er hefere Oeteher gi; 194il; is e!lereised hy the 
ieeedent 

-{A}-hywill;er 

00 hy aiepositioe whieh is ef suell eaiw.'e tliat ii it were a 
meefe1> ef property 8WB8Q hy the deeedeet, suell traeefer weulEI 
Ile ts!IAhle UR&eP the prornsi.oes ef ~ eliapter; 

BlH the failure te ei.ereise oaeh a peweP 81' the eomplete release 
ef saek a pewer shall eet be deemed ae e!IBPBise the1eot :U a 
geeePO! peweP ef llflpoietmem ereated eR eP heiefe OetoheE M; 
1942; liae lleee pamo!½< released oe tliat it is ee ~ a geeeml 
pewei= ef llflPOHNmeet, the 0!Eel'eise ef eaell l)8W0I' shall eet be 
deemed te be the e!lerei.se ef a geeel'al pewer ef appoietmeet ii 

~ SQOR paftial release oeeurred hefere Novemller l; ¼869; 81' 

W the Eleeee ef sueh l)8W0I' was IHlEler a legal Elisah~ te 
release Sllell pewer ee Oet&her gi; 194l!; aeEI saek paptialase 
oe8Ql'1'8a ~ lMeP thee SH moeths afteP the tenmeatioe ef sueh 
legal Eli811Bility. 

,fl» ~ the 0!lteRt ef tlB¼' property with reepeet te whieh the 
deeedeet has at the time ef hie death a geneml pewer ef appoint 
ment ereaied after OetoheE 21; 194il; er with respeet te whieh 
the Eleeeaeet has at M¥ time el!ereised er 1eleased saeh a llewBf 
ef appoietmeet hy a dispositioe whieh io et sueh eat.He thM ii 
it were a tmnefer ef propefty 8WB8Q hy the deeedeet, sueh 
traesfer would he t.al!&hle IHlEler the pfo'lisioes ef tlH6 ehapter. 
A disclaimer er ,eeaeeiatioe ef sueh a pewer ef appointment shall 
eet be deemed a 1elease ef sueh p-. ¥er pufPooes of this para
gmph ~ the pewer ef appoietmeet shall be eoesiderod te elliot 
ee the daie ef the deeedeet's death e¥&R though tee 8lfereise of the 
pewer ie euhjeet tea preeedeet giYie,g ef eetiee 81' &VOB though the 
el!e1eise ef the pewer iakes effeet eely ee the elfPiratioe of a et.ated 
p8l'ied aftef its e,eereise, 'll<heU1er er eet eR er hefere the aate ef the 
deeedeet's death eetiee liae heel¼ given er the pewer has heel¼ a
er'8ioe&. 

-f3)- ~ the 0!lteRt ef tlB¼' property with respeet te whieh the 
deeeEleRtt 

W hywill;er 

00 hy a Elispositiee whieh is ef suell eat.He tliat H it W8l'8 
a tHnsfer et property 8WB8Q hy the Eleeedeet aueh tmesfe1 weulEI 
be taHhie uBEler the pro•!ioioes of this ehapter, 

El!fePBises a pewer ef appeietmeet created~ OetobeE 21; 194ll; 
hy ereatieg another pewer ef appoietmeet whieh eae be validly 
el!Ol'.eisee se as ta posi;pooe the vesting of aey est.ate 81' imerest 
ie sueh propert;,, 81' saspead the allselute eweefBhip er pewer 
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~ !fa the atem ef the ameum PeeeiwNe ~ all e$he, l!eRe
fieial'ies 118 ins;.- \IRael' f)Olieies OR the life ef the doeedent 
WNh PeBflect te whieh the Eleeedent flBSseesed at his aeMli ~ el 
the ineiaeats ef ownePehif), Olfe,eisael.e eithe. aleae 81' iB. ee&.i1111e 
~with~ e$he, p8P60R, ¥8!' p!IPfloses of tlio !lreeetliag selltORee, 
the teAB "incident ef eWRel'6ilif!I" inelades a -•emiolllll'3· inh,eot 
(w.l!,ether arising~ the e!iflPees temis ef the peliey 81' &tiler insw 
meat 6i' ~ Oflel'lltisn ef la\\4 ea½, ff the Yahie ef saeh l'8\ eeiolUli'y 
interest O!fe88ded fi¥E> f)ePeent ef the ¥1H11e ef the ~ immeEli 
~ Befere the death &f the deeedeat. Ae ~ in this f181'111118fh, 
the term "re~-erei0R&l';' interest" inelades a peesihility that the 
~ 81' the preeeeds ef the fleliey; may PBtum te the deeedORt 
er his estate, 8i' may he subject tea fl8Wel' ef disf!leeieen ~ ~ 
!:phe wkle ef a Pe\'ePSieaa~· interest at~ eme ehalH,e deteRRined 
fwH!i8¼1~ ,ega,,a te the fact ef ;he deeedent's d~ ~ Q8Qti meth
ede ef valuation, inel-adiRg the use ef taliles ef mo~ aad ae
taarial f!IPinei13les, p!H'BQa&t te ,el!lflmees pl'ElsePihed ~ the eem
misaiener of interaal revenae 81' his delegates. le tle&e11RiBing the 
wkle ef a pes~ibili-ty thal; the peliey er pFeeeeds thereef may he 
sah.ieet te a pewer ef disf)Bsition ~ the decedent, saeh possibility 
shall he wkled as ff it were a flOSsibility that saell peliey SP p,e
eeeds may PBtum ts the deeedeat er his esate, 

('.!) Seel! pPeeeede ehall he deemed a tfflRsfeP WHhin the mean
ing ef that term as~ in this ehaf)ter and a part ef ·deeedeat's 
estate, and shall he W<able te the pePSSR SP f)ersens entitled there
te, 

-(3t Every eePf)orae,ee, partnership, IISOeeiaeea, indM!laal, ei'• 

de,, er ceeiety aatheriEed te traRSaet life, aeeident, mKePR&I, ma
~ heaefit, er d<!Mh »eaefit ins..--.ce lmsiness whiee shall p&¥ te 
aav --. asseeiatiea, 6i' eolf!oratien any iBS\H'&nee er death hea
efit in 8!!eess ef ~ SP shall traBSfer ~ QBfleid balmee el; SP 
aey iateioest iB, any aRRYWf eentraet er ilepasit, apea the death ef 
a resident ef this state, shall give aetiee ef saeh payment SP tF1H1efer 
ta ~ eemmissleaeto wi.thiB t&R days fPBm the date thereof, 8aeh 
aetiee shall he gi¥eR ea the farms flPeeeribed hv the eemmiseienOP 
aed saeh eeeee ~ set fSPth saeh infePmatian as the oommis 
l?.8R8P shall f)reeerihe the Minnesota taxable estate of every dece
dent as prescribed by chapter 291 . 

Sec. 3. Minnesota Statutes 1978, Chapter 291, is amended 
by adding a section to read: 

[291.015] [DETERMINATION OF MINNESOTA TAXABLE 
RSTATE.l The Minnesota taxable estate of a decedent shall be 
his federal gross estate as defined in Section 2031 of the Internal 
Revenue Code less the sum of: 

( I) The value of any gifts of real property located outside 
this state which are otherwise includable in the federal gross 
estate under section 2035 ( a) of the Internal Revenue Code; 

(2) The value of property owned by the decedent at the time 
of hi., death which has its situs outside Minnesota; 
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(3) The exemptions and deductions allowed pursuant to sec
tions 291.05, 291.051, 291.065, 291.07, and 291.08; and 

( 4) The sum of $200,000, provided that, in the case of a non
resident decedent, this amount shall be reduced by that propor
tion of the value of the decedent's federal gross estate which 
has its situs outside of this state. 

Sec. 4. Minnesota Statutes 1978, Section 291.03, is amended 
to read: 

291.03 [RATES.] When the preperty Bl' any aenefieial. interest 
tltel>ein passes h3' aBY 8lleR b!IBsfer where the ameQftl; el the prep
el'ty shall e!leeeEI iR ¥alue the ~ 8l' e:ire1Bptions hereinafter 
epeeified; where applieaale, The tax hereby imposed shall be t 

-f±} Where the pe!'S8B entitleEI t& aft¼' heBeflei&I interest in 8lleR 
prepel'l;y shall he the ~ epease; IBffiei' Bl' de1.3endem ehiM el 
the aeeeaem; er aft¼' miBer Bl' eepenaent legally adopted ehiW at 
computed by applying to the Minnesota taxable estate the following 
prescribed rates: 

1-½: 7 percent on that pal't &f the first $25,0QO wl>ieh e!leeeds the 
~plieaale aemptien Bl' e!l81Bpti&Bs speeifieEI in ee&ti&B 2~ 
elmises fgj thFSUgh f!/t$100,000. 

2 8 percent on the next $25,000 $100,000 or part thereof. 

3 9 percent on the next $59,0QO $100,000 or part thereof. 

4 10 percent on the next $50,000 $200,000 or part thereof. 

e 11 percent on the next $50,000 $500,000 or part thereof. 

€ pereent 0ft the Be!lt $ lQO,OQQ 8l' pOi't theree#, 

~ pereent &n the Re!lt $1QQ,QOO 8l' pOi't theres#. 

8 1.3ereent an the ne!!t $1QO,QOQ Bl' pal't thereef. 

9 pereent &n the BOilt $500,000 SF paM theres#. 

1Q 12 percent on the excess over $1,000,000. 

fl!} Where the pe£68B a pei'S&ne enti;iea t& any IJeaefieial in
terest in 8lleR ,-pel'l;y shall he the aault ehllEl 8l' &tltel> lineal de
seendant &I the eeeedent, adult le,;ally ~ chl!EI er i::ue, lineal 
aeeester &I the deeeaen;, stepehl!EI ae defined iR eeetien 291.Q!lli, 
@ any ehll4 t& WR&IB sueh deeeaent fer Bet less than tee "f0llFS 
pri&F -te sueh traecfer st&ed le the mutually aekeewledgeEI relatie£ 
el a pMefltr preyiaed, sueh mutu~ selraowfodged reletioesl,ip be
~ at 8l' ae!ere the ehild!s fif;eeeth ~ aeEI wss eontinueus 
fer said ta.. ~ thereaftei,, 8l' an-y lineal issue ef eueh 1BUtually 
aekeowledgea ehild; at tffQ f-Ollowieg ~ rateet 

2 pereeP.t &B that !lftH &I the first $25,000 WRieh eiweeds the 
1113pliooble ell:empti&B er eiEempti9as speeifiea in :eeti9e 291.0e, 
elauses -(-3} tlmrugh (~ 

4 1301"eent on the eeJft $l!e,QQQ GI' part thereef. 
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e pereeet 9lltheReH $e0,000 81'pftltthereei. 
!1- peueet ee the Re$ $100,000 8l' part thel'eai. 
8 pereeet ee the BeH $200,000 8l' part thereof. 

9 pel'eeRt en the ee,a; $1100,000 81' part the•eai. 
,W pel'88Rt en the aeess ewr $1,090,000. 

2053 

~ Where the persen &P pel!leBB eetitlea te any helle&eial in
teleet m eaeh prepedy shall ee the h1'8ther 81' siste. 8f a Eleseen 
a&Bt el a hrether OP sister el the EleeeEleet, a WHe 81' wiElew el a-, 
81' a husb&BEI 0£ w¾Elewer el a Elallghter ef the deeelleet, at the 
fellewing 13reseribed rate&!-

e pereeet ee that part el the firet $2e,000 whieh el!eeeds the 
aJ)pl¼eahle eemptian e, 9:emptiens speeified Hl see:tiee 291.QB, 
elauBee .f8) threaglt ( ';t, 

8 pereeet en the ee,a; $26,000 81' part thereai, 

W pereent on the B0lft $e0~90 Oi' pltl't thereat 

12 pereeet OB the B0lft $/iQ,000 Oi' part thereof. 

14 pereeet OB the Beitt $a0,000 8i' part thereat 

16 pereeet OB the Beitt $100,000 8f part thereof. 
-IS pereeet OB the B0!!t $100,000 8f part thereof. 

29 pereeet OB the Bat $109,000 er part thereof. 

~ pereeBt on the Rfft $500,000 er part thereat 

ll& pereeeteethe8!Eee6Sevet' $l,000,000. 

-f4+ Whei,e the pe,see er pe!S8BS ~eEI t~ &BY beneneiel in
teleet m sYeh fll'E)fleffY shall ee m eny etheP ~ ef eollateral 
eeesGBgaielty thae is hereinhefore stateEI, er shall he a stranger ill 
hleea ie the aeee!leBt, 81' shall he a heEly pelitie er eBi'fl81ate, at the 
fellov,mg preeeriheEI mtest 

8 pereeR-t 8B that part el the fii'St $26,000 whieh e5eeeEls the 
applieable oaremptiee er HemptiaBS speeifieEI in seetioe 201.05, 
ekmsos -f8) thl'8a.gh m 

W pel'8eet OB the Beitt $2e,0OO or part thereat 
12 p$€eBt OB the Be!ft $1i0,000 8l' pad thereaf. 

14 pereeet OB the Beitt $!i9,000 or flMt thereat 

16 pereeBt en the ee,a; $!i0,000 or part the.eat 

-IS pereeet OB the nm $100,000 er part thereof. 

29 pel'eeet 8B the Beift $100,000 er part thereof. 
ru! percent OB the B0lft $109,1100 er part thoreaf. 

~ f!ereeet 8B the eeitt $600,000 81' part thereof. 
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3" pereant ea"'8-- $1,00019'!0, 

Prouided that the amount of ten imposed by this chapter on 
the transfer of any estate shall not be less than the mcnimum 
ten credit allowable for state death tenes against the federal 
estate ten imposed with respect to that part of the decedent's 
estate which has a tenable 11tus in this state. 

Sec. 5. Mmnesota Statutes 1978, Section 291.05, is amended 
to read: 

291.05 [EXEMPTIONS.] The following exemptions from the 
tax are hereby allowed: 

(1) Any devise, bequest, gift, or transfer: (a) to or for the use of 
the United States of America or any state or any political subdivi
sion thereof for public purposes exclusively, ea any llewse, lle
f!UBfi; gift, 9l' tMesfer; (b) to or for the use of any corporation 
fund, foundation, trust, or association operated within this state 
for religious, charitable, scientific, literary, education or public 
cemetery purposes exclusively, including the enCC:::fement of art 
and the prevention of cruelty to children or an· , no part of 
which devise, bequest, gift, or transfer inures to the profit of any 
private stockholder or individual, anll any heEtueet w Wlll!Sfer or to 
a trustee or trustees exclusively for such purposes, shall he aempt, 
Aay IIMise, llelt\feet, ~ er U'IIR!lfelo; (c) to an employee stock 
ownership trust as defined in section 290.01, subdivision 25, ekall 
he MBIBl!t, Wke1'8 prouided that, if the beneficiaries of a stock 
ownership trust include the transferor, his spouse, children, grand
children, parents, siblings or their children, the amount of the 
exemption shall be reduced by the product of multiplying said 
amount by their percentage interest in the trust, 

Aay aew;e, he11ueet, guii; er treRsfer,, nett& e!!eeeEI $1,QOO maae; 
( d) to a clergyman, in an amount not exceeding $1,000, the pro
ceeds of which are to be used for religious purposes or rites desig
nsted by the testator; shell he 9emp$. Aay Ele¥ise, helt\feet, gift; Bl' 
traesfer; and ( e) to or for the use of any corporation, fund, founda
tion, trust, or association operated for religious, charitable, scien
tific, literary, education, or public cemetery purposes exclusively, in
cluding the encouragement of art, and the prevention of cruelty to 
children or animals, no part of which devise, bequest, gift, or trans
fer inures to the profit of any private stockholder or any individual, 
811E1 any bel)llest er treMfer or to a trustee or trustees exclusively 
for such purposes, shell he aempt, if, at the date of the decedent's 
death, the laws of the state under the laws of which the transferee 
was organized or existing, either (1) did not impose a death 
tax of any character, in respect of property transferred to a 
similar corporation, fund, foundation, trust, or association, or
ganized or existing under the laws of this state, or (2) contained 
a reciprocal provision under which transfers to a similar corpora
tion, fund, foundation, trust, or association, organized or existing 
under the laws of another state were exempted from death taxes 
of every character if such other state allowed a similar exemption 
to a similar corporation, fund, foundation, trust, or association, 
organized under the laws of such state. 
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(2) !1%e hemestea El ri a EleeeElent, alKI the p,eeeeEls the,eef if 
seki ~ ~; tl'8BBfeHea te the sp9use 9P te &Ry 
miBet' 9P Eie11 eaEleat ehllti ef tko EleeeEieat, 81' te &Ry miBe, 9P ~ 
peaEleat legally aEie11teEl elwEl ef the EleeeEleBt, shall he el!empt te 
the eGeBt ef $45,999 ef ~ a,11raiseEl value thel'eef-. 1ft ae eaae 
shall the quaatlty ef laBEl eeasiaeM te he the hemesteaEI. ef a 
Eleeedeat f8!I the flUl'flBBe ef this e!iempaea efieeEl ll!9 - if the 
laBtl is Bet memEied iR tile laid ~ 91' platl;ed 110Riea ef a ei>la', If 
tile laBtl is withia a laid eal; 9P 11leUed periiea ef a eity, its uee 
shall Bet 9eseEI eae hall ef aa - Ia tile eaee ef a deeedeat's 
estate whereiB ae 1118Jlel°t¥ 9P heaefieial imel'86t thePeiB f1&99iag hy 
fellfl8B ef 4eatli is eligihle f8!I the hemeeteaEl B!iempti9B hee8"'9e tBe 
El.eeeEleat EiiEl Bet have an iate,eet iB pmperty e9Betitatiag a heme
steaEl at the time ef ms Elea-tlr, there shall he allewed aa 8!iemptiea 
iB lieu ef ~ h&meeteaEI eem11tiea, iB the ameUBt of $19,009. !l!he 
8!ietBfltiea ehall he alleeateEl ameBg the &IH'YiYiBg ep8ll6e alKI tile 
deeeEleat'e aataml or ade11teEl B1Hl9P 81' de11eaEleat ehildrea iB 111'8-
pePtiea te the tetal ameaat ef 111spe,ty 01 aay iats,eet tee,eia 
paseiag te eaeh Sf!8"'88 aBEI eltild1en. 

Proceeds of any insurance policy issued by the United States 
and generally known as war risk insurance, United States govern
ment life insurance or national service life insurance payable up
on the death of any person dying on or after June 24, 1950, 
shall be exempt. 

Proceeds of life insurance issued pursuant to Public Law 89-214 
and generally known as servicemen's group life insurance payable 
upon the death of any person on or after September 1, 1965, shall 
be exempt. Claims f9P ,efaaEle ef iahemanee tM paid 9B OQ8Jt p,e
eeeEle shall he aeeepteEI hy ihe ee-.issieae, if fileEl w4th him hy 
9eeemher U; ~ 9P WHftHI 18 m9Bthe aftel' 8118h paymeat, 
whleheve, is latef. 

Proceeds of payments made by the United States government 
as compensation for the decedent's service as a member of the 
armed forces of the United States during a period while he was 
classified as missing in action prior to being declared dead, shall 
be exempt. The commissioner shall make refunds for inheritance 
taxes paid which are attributable to payments exempt pursuant 
to this paragraph upon the filing of a claim by each beneficiary 
of the estate for his portion of the inheritance tax paid. Claims 
for refund must be filed with the commissioner no later than 
July 1, 1982. 

(3) Proceeds of payments from the United States railroad re
tirement fund; or from the United States as social security 
benefit or veterans burial benefit, shall be exempt. 

~ ~ P,epert¥ BP ~- heaefieial iatePeet tJte,eia ef the eleaf 
vakie ef $69,999 baaefeRed te ihe 8\llWIHlg spease, ehall he 
B!iempt. 

4iit Pl'o1.r½Eled; ~ the ame\Dlt ef ~ meinten&Ree allaweEl 
hy ihe p,ehate eEHH't is lees than 4ahe IBIWIB\lm dedaetihle UBEle, 
the Jlf8Yisieas ef seetiea 291.lQ, OP if ae 8118B maiateaaaee is al
lewed; iB8l'8 shall he allewed te the &111'Yi¥iag opease aa aaEl.itieaal 
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ueseta ineluaee m the g-,_ value pas:ing ta the eaMV-ing spouse, 
Mid l'84ll00d by the deeuetieru; attribatable ta aueh gl'86S value JIUl'-
6UaDt te seetien 29Ul1, e,;eept subdivisiea -I-, clam;e -(-ah but with
eut Feganl te the e,cemp~'.ens aYewed te the survi,..:.11g speuse by 
seclials 201.Qr;, e!auses W, m, and% 800 201.rn . 

.!!Marital eiremJ™81l ta,.'.' meaffil a ta" HnJl8600 at the mtes Jll'9-
vided by this ehftpter en the val-ae el' p•eperty p!lllBing te the B1H'
v¼vmg Sjl8HCO Iese the marital 8l<9ffip-aell, but witheut regaM te the 
elfemptiens aDewed ta the su!"A•1fog speuse by seetiens 291.Qa, 
elausee ( 1-h W 800 W and 291. rn. 

SuM 3. H the marital eJ<<!ffiptioo ta."'.,.. the Jll'0JJeriy passing 
ta ~be survi•,ing speuse is le,;s tltan a taJ< eeHljluted 8D that fll'01'
e;,ty unde,, the ethe-, !fflWisie::c el' this ehaf,ter, the lllUHital e::emp 
ti8ll ta 8""D be impeserl ia lieu el' the ta" e9lllflated under the 
etbeq,1•evaei"""" For the purpose of section 3, clause (3), the value 
of the Minnesota taxable estate shall, except as limited by sub
section ( b) of Section 2056 of the Internal Revenue Code and 
bv subdivision 2, be determined by deducting from the value of 
the federal gross estate an amount equal to the value of any 
interest in property which passes or has passed from the decedent 
to his surviving spouse, but only to the extent that the interest 
has a taxable situs in this state and is included in determininf! 
the value of the federal gross estate. An interest in property shall 
be considered as passing from the decedent to his surviving spouse 
if it is considered as passing from the decedent to the surviving 
spouse under Section 2056 ( d) of the Internal Revenue Code. 

Subd. 2. [LIMITATION.] The amount of the deduction al
lowed under this section for a resident decedent shall not exceed 
the greater of: 

( a) $250,000, or 

( b) 50 percent of the value of the federal adjusted gross 
estate as defined in Section 2056(c)(2)(A) of the Internal 
Revenue Code, 

reduced by an amount equal to the adjustment made, if any, 
for federal estate tax purposes with respect to any gift or gifts 
made by the decedent to his spouse after December 31. 1976 
under Section 2056(c)(I)(B) of the Internal Revenue Code, and 
further reduced by the value of any property passing from the 
decedent to his surviving spouse which is exempt from estate 
tax under section 29 I .065 and is included in determining the 
value of the federal gross estate. In the case of a nonresident 
decedent, the amount of the deduction allowed under this section 
shall be determined without reference to subpart ( a) of this sub
division. 

Sec. 7. Minnesota Statutes 1978, Section 291.06, is amended to 
read: 

291.06 [CREDIT FOR PREVIOUSLY PAID TAXES.] Where 
property is trausfeHed ta 1111¥ fl""S0R deseribed m seetien 29-l--.()3, 
elaases f» and W, whieh can be identified as having been trans-
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ferred to the decedent at death from a person who died within five 
years prior to the death of the decedent, aml 8'lOO tmRBfer te the 
deeedeH~ was within the elass ef -kansiel, deserihed m sai4 seeti.en 
~, clauses -fl} IHIG ~ saeh JR'81'erty shall be e!feJRjlt t9 the 
elfteRt ef the valao thereef at the Elate af death ef the Jm0F Eleeedent 
m<t Bet te e,,ewd the value at the Elate af death ef the seceR<l de
eedent.- Jll,e,,ided, -fl} R0 sueh e!felRjltien shall be aJl.&weEl URlees ,m 
mheritaBee twE was determined fHl4 jlfHG ta this state oo -"1e mms
fer thereef H9lll the i;ai4 J!t'WF EleeeEIOOV, {2-} the 8!fe1Rjlti0R shall 
be limited ta -"1e value ef Pffij101'ty w!Heh i,; m e,ooe,;s ef the ama,mt 
ef the 0lfemJltic~ 11ro•,ided in seeti :a 291-,05 allowed oo the transfer 
te the deeedeRt; f3} UH!ess sueh 11...,,ieasly tmnsferred pr011erly i£l 
&jlOOifieally d€¥iee4 er be:;::eathed, the essanpt pr0110rtv fa!' j!QF· 
f}068S ef talfatien shall he 0011sidered as l,elenging ta the reeidae 
af the esta~e; (-4} j1r011erty ClfelRjlt aRfteF this eeet.loo shall Bet he 
ineladed in eemj!Qting the rate a1111lieahle ta ethe,, trlmsfers ta the 
beneficiary reeei•liRg :aeh Olfempt J»"9!}0rty or can be identified as 
having been acquired in exchange for property so received, a credit 
for any transfer taxes paid pursuant to the provisions of this act or 
any inheritance tax paid pursuant to the provisions of Minnesota 
Statutes, Chapter 291 in effect prior to the effective date of this act 
upon that property durin~ the preceding five years shall be allowed 
uoon the transfer tax at his death. This credit shall not exceed the 
allocable portion of the tax due with respect to that property for 
estate tax purposes. 

Sec. 8. Minnesota Statutes 1978, Section 291.065, is amended to 
read: 

291.065 [EMPLOYEE RETIREMENT PLANS, EXEMP
TION.] To the extent included in the federal gross estate, the value 
of an annuity or other payment l'0Ceival,le l,y a survi•ling Sf)9Q60 er 
mmer e• dependent ehild ef the EleeedeRt er a trast fer theH' hen,,_ 
fit aftea, Deeeml,es, 2-l, 19.!;G, shall be exempt from mherit,rnee estate 
tax if received under (1) ,m emf)ley~ t.uet {er u"'1e• a eootmct 
IJIH"ehaeed l,y an em11loyees' -kustl- farming part ef a J)OOSien; eteek 
banns, ~, jlFefit sharing jl!aR, which at the time ef the eeeedeHt's 
separatian !r-<Jm ~leymeRt -fwheth"1' li¥ death er otherwioo}. er 
at the time ef termiRGti,m ef the jllaR if eame,, met the FCEIQiee
meRt ef seetien 40Ha) :! ~he lRternal RevCRQC Gede ef llJM, ru; 
a<fflJ)ted t<> the jlrovisians :f thi: cliaf)ter UBder regalatiens issued 
by the eommissioner ef re,,enae , ~ a retirem3't annaity c..ntraet 
p1ttehased by ,m emplayer -(-arul not by an em11loyecs' tmst} J»H'
Rl8Rt te a pla&, which at the tim,a ef the deeeelent's £0f)8Fati9R 
tram CIRJ}ffiymeRt {-i,y death & otherwise), er at the time ef tePmi
natieR ef ti,,, J)l8R if OOFlier, met the re&uiremen~s ef 11aragFfll)h -(3} 
of seetion 4-0-Ha-)- of eaeh eode; as ada11ted to the JJFavisions e.! 
thi,; ehaj3!eS>F l,IRQCF regulatia,s iec::ed by the eommissi-'SRffi' ef re¥
CRQ£; er -(3} a retirement ammity eontraet 11arehased l,y ,m "'1>

pleyer which ie an ~'90R cefer,ed te m seetioo 503 (l,) H} 
-@} er {3-} ef 8lleh eede aREI which is e,mm11t hem ta,, \ffllder section 
601 (a) of sueh eode, as adap~ed t<1 the """'™ens ef thi,; ehajlter 
URder 'l'Cgula•ions i65Ued by thB e:mmissioner of re>10Rae any plan, 
which at the time of the decedent's separation from employment, 
whether by death or otherwise, or at the time of termination of the 
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plan if earlier, qualified under section 401, 403, 404, 405, 408 or 
409 of the Internal Revenue Code; (2) a benefit plan for employees 
of the United States, its agencies or instrumentalities, the Federal 
Reserve Bank, the state of Minnesota or any of its political or gov
ernmental subdivisions or any other state or its political or govern
mental subdivisions; or (3) for members of a Minnesota volunteer 
firefighters' relief association . Y saeh 1UB01mts payable aftOi' the 
death ef the Eieeedee4; 0BGei' a plan desePihed in elaYse -(# ~ &I' 
W ai'e att,ib11f;able te any O!fteftt to paymCRts 01' eontAll11tione 
made hy the decedent, Re CKC!llfltion shall he allowed fol that plli't 
ef the ¥alue ef SlleR amoa11ts in the pFoperlion that the total ~ 
meats er een~All11tie11e maae hy #le deeede11t heal'S w the total 
f}8YHICRte er eontrih11tiene ma*- Fer p11rposes ei the p1eeedi11g SOR· 
teaee, C011trih11tions C-i' ~<!Rte made hy the deeedent's employc-i' 
&I' ~er employeF undeP a maf!t 8¼' plan Eleserihed in elause -(# 
~ &I' W shall a9I; he eonside,ed te he eontAll11ted hy #le tleee
Elem, 

Sec. 9. Minnesota Statutes 1978, Section 291.07, Subdivision 1, 
is amended to read: 

291.07 [DEDUCTIONS.] Subdivision 1. In determining the tax 
imposed by section 291.01, whCl'8; a !)Cl'SOllal pepPesCRtatP}e has 
heCR awemted fa!, the estate; &I' WfiCPC a EleeFee ef deseCRt f&I' the 
estate h05 bOCR entered uREler seetj€R ~ 8¼' whePC thePe have 
been eu!RIROry proceeding,; fa!, the estate # IIREler seetio11 625.51, 
the following deductions shall be allowed: 

(1) funeral expenses; 

(2) pPObate reasonable legal, accounting, fiduciary and ad
ministration expenses and fees with respect to both probate and 
non-probate assets, including but not limited to expenses incurred 
during administration in converting real and personal property 
held by the estate into cash ; 

( 3) expenses of last illness unpaid at death; 

( 4) valid claims against and debts of the decedent, unpaid at 
death, which have been properly paid; 

-(-&} family mamtenanee ;a the Cl<tem pl'e'Vieed hy seetio11 291-,Hl 

#+ value ef pepaenal ~?ty te the Cl<tellt ef the OIROllllt al
lewed lll!aC!' th€ p¼'8ViSieRO ef seeti&R ~ 

+'» fedeml estate ta!!el! determiReE! ac follows-: 

fat #le ,;alae of the 11et estete t8.l1ahle m Minnesota Ped11eed b>< 
the dedaetion ello'l'.'Ohle l&r baRSfer fa!, publie, eharitahle and 
~-uee 05 ~ bv Interaal RevCRIIC Gode, Seetie11 ~ 
and b:,' the marital ded11etio11 05 JH'CseAlleEI h;f lntemal H,e,}e11ae 
Gede, &etjea ~ shall he the R1HRCP&t8¼' ef a fraeti011; 

fbt the ElelleminateF ef the fFaetien shall be the vala-e ef the 
»et estate everywhere red:,eeEI by the !lllflle elaf'f! ef deEl11eti
all-owae!e m Sll•ragraph W ahove; 
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-fet the l&Qe ef the fmeaen se Elerivetl ekall ee maltiplied by 
the feEleml estate tax due aBEl payable te tlie YBi-tea ~ ~
QpY-, 

-fat w ~ ef this ela..ae, the net estate is defined as the 
~ value ef ~e ~ - the afflieable va.luatiea date reElueed 
by ftBY Qllfleid merigagcs ee, er any indebteEm.ess in pespeet el, 
preperiy wheioe the deeede#s ffiterest thePem, aaaimieiehed by 
sueh mertgage 01 iBdebteeaecs, is meltidee! i'l the ¥lllue ef the ffl'e€S 
estate. ' 

#)- etheP m,;es whieh aaye aeeffled aaEl ape a lieB ee p1eper~ 
Hi the eetate at the time ef Eleath 

-fl» reaseeable fees f.ai' legal e. fi!lu~· sel'Viees ~ te 
non ~Pehaf;e assets 
f~ (5) Minnesota and federal income taxes on "income in 

respect of a decedent," as computed under subdivision 3. 

(6) federal estate taxes allocable to the Minnesota taxable 
estate. The portion of federal estate taxes allocable to the Minne
sota taxable estate shall be equal to the amount obtained by 
multiplying the total federal estate tax by a fraction, the numera
tor of which is the Minnesota taxable estate plus the amount 
of the federal estate tax on the estate of the decedent and the de
nominator of which is the federal taxable estate for federal estate 
tax purposes; 

(7) real estate taxes due and payable prior to or in the year 
of the decedent's death with respect to real estate subject to 
taxation under chapter 291 and other taxes which have accrued 
and are a lien on property in the estate at the time of death; 

(8) liens and mortgages on property subject to taxation under 
chapter 291 which are not deductible as claims or debts of the 
decedent. 

Sec. 10. Minnesota Statutes 1978, Chapter 291, is amended 
by adding a section to read: 

[291.075] [ALTERNATE VALUATION OF QUALIFIED 
PROPERTY.] When property subject to the tax imposed by 
chapter 291 qualifies for valuation based on its use pursuant to 
section 2032A of the Internal Revenue Code, it shall have the 
same value for Minnesota estate tax purposes as it has for federal 
estate tax purposes. 

Sec. 11. Minnesota Statutes 1978, Section 291.08, is amended 
to read: 

291.08 [NONRESIDENT ESTATES: ALLOWANCE OF DE
DUCTIONS AND EXEMPTIONS.] {a} Where ftBY a tax is due 
on the transfer of any property or interest therein owned by a non
resident, the following deductions and exemptions shall be allowed 
as pre'l'ided in ela11see ~~ &Bd-fe} belew: 

~ Ded:uetions. 
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(1) Funeral expenses to the extent incurred in Minnesota; 

(2) MiRBese.ta pPohnte ~ ~-pens8t 

2061 

-f3t ~ maietenaeee te the e!fte::t ).WWfflea by seetion 
~HJ-, redueeel by the maamBUE aieoun-t allo'i\'Oel er allewahle 
llB6el' the lawo ef the state ef resiele..ee ef the eleeeeloet; 

-f4+ 1/al,Qe ef pel'S9Bol pmpmy te the elfteet et the am91let aJ. 
lewee1 UREler eeotien a2a.la, redueeel by the BllltilmHB amowi-t al-
1.eweti er allowable 1il!Qei' the laws ef the state et reei-Elenee ef the 
-deeeElent; 

W Reasonable legal, accounting, fiduciary and administration 
fees and expenses allocable to both probate and nonprobate prop
erty included in the Minnesota gross estate; 

(3) Federal estate taxes sulljeet ta the limitations imposeel by 
as computed in section 291.07; 

,fGt ~ ( 4) Real estate taxes whieft hnYe aeerued ana are a 
lien on Minnesota property at the time et death; er which are ewed 
to Minnesota in P89peet of taehle ieeome; due and payable prior 
to or in the year of the decedent's death. 

(5) Liens and mortgages on property included in the Minnesota 
gross estate. 

~ Roasonallle fees fer legal er ficiueiftl'y se,v;e99 ineiilent te 
nonp,ooate llllS0ts taallle in Minnesota. 

W Elfemptions. ~ Olfemp~ions applieallle te the peHIOB en
tltlea to n llenefieial iete,est shall Ile alleweel as in the ease et 
resielents llB6el' seetioe 291.9a, ,eciueeel by the mll!fimum e!femp 
tien allowed er allO'i\<ahle llB6el' the laws et the state ef ,eeielenee 
et the eleeedente. 

Sec. 12. Minnesota Statutes 1978, Section 291.09, is amended 
by adding a subdivision to read: 

Subd. la. In aU instances in which a resident decedent dies 
after December 31, 1979 and before January 1, 1981 leaving a 
federal gross estate in excess of $161,000 and in all instances 
in which a resident decedent dies after December 31, 1980 leaving 
a federal gross estate in excess of $175,000, and the decedent 
has an interest in property with a situs in Minnesota, and in 
all instances in which a non-resident decedent has a liability 
under chapter 291, the personal representative shall submit to 
the commissioner, on a form prescribed by the commissioner, a 
Minnesota estate tax return. The return shall be accompanied 
by a federal estate tax return and shall contain a computation 
of the Minnesota estate tax due. The return shall be signed by 
the personal representative. 

Sec. 13. Minnesota Statutes 1978, Section 291.09, is amended 
by adding a subdivision to read: 

Subd. 2a. The commissioner may designate on the return the 
documents that are required to be filed together with the return 
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in order to determine the proper valuation of assets and com
putation of tax. The commissioner shall not be bound by any 
item on the return unless he has received all required documents 
and unless all items of information on the return have been 
completed. 

Sec. 14. Minnesota Statutes 1978, Section 291.09, is amended 
by adding a subdivision to read: 

Subd. 3a. (a) The commissioner may challenge matters of 
valuation or taxability of any assets reported on the return, or any 
deductions claimed, or the computation of tax, only if within 90 
days of receipt of the return and all documents required to be 
filed with the return, the commissioner mails or delivers a writ
ten notice to the personal representative objecting to the return 
as filed and specifying the reasons for the objection. 

(b) If the personal representative disagrees with the objection 
or does not wish to fully comply with the objection, he may re
quest that the commissioner hold a hearing on the objection. 
Within 30 days of receipt of a request, the commissioner shall 
set a time and place for hearing. Unless otherwise agreed upon, 
the hearing date shall not be earlier than 30 days nor later than 
60 days from the date of the notice setting the hearing. The 
notice of hearing shall set forth the rights available to the per
sonal representative under chapter 15. Not later than 30 days 
after the commissioner receives the report and recommendation 
of the hearing examiner, or a written waiver of his hearing rights 
by the personal representative, the commissioner shall issue an 
order determining the tax. Any such determination made by 
the commissioner may be appealed to the tax court as provided 
in section 271.09. 

( c) At any time together with or after the objection, the com
missioner, on his own initiative, may set a time and place for 
a hearing in accordance with (b) above. 

( d) In his objection, or at any time thereafter, the commis
sioner may assess any additional tax as the facts may warrant, 
subject to the right of the personal representative to demand 
a hearing under chapter 15. If the personal representative does 
not demand a hearing within 90 days of the date of the assess
ment, the tax so assessed shall be legally due and the commis
sioner may proceed to collect any unpaid tax after one year from 
the date of death. If the commissioner later finds the tax assess
ment to be erroneous, he may adjust the assessment prior to 
collection. 

( e) The commissioner shall not be required to object to any 
subsequent original, amended or supplemental return in order 
to preserve his rights. The commissioner shall not be precluded 
from objecting to a subsequent original, amended or supplemental 
return even though an original return was accepted as filed. If the 
commissioner had accepted an original return showing no tax 
due and a subsequent original, amended or supplemental return 
discloses additional assets not disclosed on the original return, 
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the commissioner may object to any matter of valuation, tax
ability, deduction or computation of tax on the original return 
within 90 days of receipt of the subsequent original, amended or 
supplemental return. 

(f) Subject to the provisions of section 291.11, the Minnesota 
estate tax liability shall be considered as finally determined on 
the date notification of acceptance is issued to the personal rep
resentative or, if no objection is filed, on the 91st day after the 
return, together with all other documents required to be filed 
with the return, is received. 

( g) Subject to the time limits imposed el8ewhere in this chap
ter, the commissioner may refund an overpayment of tax penalty 
or interest even though the personal representative has not made 
an application for refund. 

Sec. 15. Minnesota Statutes 1978, Section 291.09, is amended 
by adding a subdivision to read: 

Subd. 4a. If any estate tax return required to be filed pursuant 
to the provisions of this section has not been filed, the commis
sioner may make and file a return including a computation of 
the tax resulting from the transfers therein reported. At the 
time of the filing the commissioner shall mail copies of the 
return to the personal representative, if any, and to each person 
from whom any portion of the tax is due. The return may be 
objected to and a hearing held on the objections in the manner 
provided in subdivision 3a. 

Sec. 16. Minnesota Statutes 1978, Section 291.09, Subdivision 
5, is amended to read: 

Subd. 5. Notwithstanding other provisions of this chapter, when 
agreed in writing between the commissioner and the representa
tive, values for purposes of the 0R'herit,mee estate tax on both 
probate and non-probate assets shall be the same as those finally 
determined for purposes of the federal estate tax on a decedent's 
estate. 

Sec. 17. Minnesota Statutes 1978, Section 291.09, Subdivision 
7, is amended to read: 

Subd. 7. The inhel'it,mee estate tax return, except as otherwise 
provided in this chapter, shall be filed with the commissioner 
within 12 months after the decedent's death. 

Sec. 18. Minnesota Statutes 1978, Section 291.11, Subdivision 
1, is amended to read: 

291.11 [TIME EFFECTIVE.] Subdivision 1. [UPON DEATH; 
TIME OF ASSESSMENT.] (a) All taxes imposed by this chapter 
shall take effect at and upon the death of the person ff8Hl whem 
the tmBefer is ma4e whose estate is subject to taxation and 
shall be due and payable at the expiration of 12 months from 
such death, except as otherwise provided in this chapter. Pro
vided, that any taxpayer who owes at least $5,000 in taxes may 
choose to pay these taxes in five equal installments over a 
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period of time not to exceed five years from the death of the 
person Hem whem the YIH!#.sF is made whose estc:,te is subject to 
taxation or five years from the expiration of the extension granted 
by the commissioner pursuant to section 291.132, whichever is 
later. When a taxpayer elects to pay the tax in installments, he 
shall notify the commissioner in writing no later than 12 months 
after the death of the person from w!>em th& transfeF is made 
whose estate is subject to taxation . If the taxpayer fails to pay 
an installment on time, the election shall be revoked and the 
entire amount of unpaid tax shall be due and payable 90 days 
after the date on which the installment was payable. 

(b) (A) False return-in the case of a false or fraudulent 
return with the intent to evade tax, any additional tax resulting 
therefrom may be assessed at any time. 

(B) No return-in the case of failure to file a return, the 
tax may be assessed at any time. 

(C) Omissions-in the case where there is omitted from the 
estate items subject to tax under this chapter the tax on such 
omitted items may be assessed at any time. 

In determining the items omitted, there shall not be taken into 
account any item which has been disclosed in the return or in 
a statement attached to the return in a manner adequate to 
apprise the commissioner of the nature and amount of such 
item. 

(c) Where, before the expiration of the time prescribed in this 
chapter for the determination or adjustment of the tax, the com
missioner and the taxpayer shall consent in writing to the ex
tension of time for such determination or adjustment the tax 
may be determined at any time prior to the expiration agreed upon 
and in the manner agreed upon. The period so agreed upon may 
be extended by subsequent agreements in writing made before 
the expiration of the period previously agreed upon. 

W 'I'he estate till< pre,;eribed in seetiaa 29Ul4, aetwithstaad 
mg the ~ ef limitatianc preseribea feF detemiiaatiea ef the 
iaheritanee taJ< iR this ehapte. shall bo determined by the eemmis
siooe,, Bet late,, thaa 00 days fellewiRg the filing ef the MiRDesata 
esta~ true re-tam with the eemmisaiener, t&getheP with a ""l'Y sf 
the federal audit refJ!H't e;, th-0 elesing letter, aeeeptin-g the fea€ml 
retum as erigi!Hilly #loo. 

Sec. 19. Minnesota Statutes 1978, Section 291.111, Subdivision 
I, is amended to read: 

291.111 [TAXATION OF DISCLAIMED INTERESTS.] Sub
division 1. Transfers of any interest in real or personal property 
and all rights and powers relating to the same which have been 
duly disclaimed pursuant to the provisions of sections 501.211 
and 525.532, or in any manner provided in subdivision 2 shall 
be subject to the mhcFitance estate tax imposed by this chapter. 
and acts amendatory thereof only if, and to the same extent and 
in the same manner as, the same would have been subject to 
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said tax if said interests, rights or powers had been originally 
created in favor of and transferred to the same persons and in 
the same shares in which they are effectively distributed or 
otherwise disposed of, after giving full effect to such disclaimers, 
pursuant to the governing instrument, if any, .and sections 501.211 
and 525.532 and all other applicable law. 

Sec. 20. Minnesota Statutes 1978, Section 291.132, is amended 
to read: 

291.132 [EXTENSION TO FILE OR PAY.] Subdivision 1. 
The commissioner may extend the time for filing returns or making 
payment of the tax, without penalty, for a period not to exceed 
six months. In lieu of the six month extension, the commissioner 
may extend the time for payment of the tax, without penalty, 
for a period not to exceed two years if the payment of the tax 
would result in an undue hardship on the estate. The written 
request for the undue hardship extension shall be made to the 
commissioner no later than 12 months after the death of the 
person from whom the transfer is made. The taxpayer may elect 
to pay the taxes in installments as specified in section 291.11, 
subdivision 1, provided that the period of time for the payment 
of the taxes shall not exceed five years from the expiration of 
the extension granted by the commissioner. Where an extension 
of time has been granted, interest shall be payable at the rate 
specified in section 270.75 from the date when such payment 
should have been made, if no extension had been granted, until 
such tax is paid. 

Subd. 2, In lieu of an extension provided pursuant to sub
division 1 or payment of the estate tax in installments pursuant 
to section 291.11 on the property which qualifies under this 
subdivision, the commissioner may utend the time for payment 
of the tax on property which qualifies for valuation under section 
10. The personal representative of an estate containing such prop
erty may elect to pay all or part of the tax imposed by chapter 
291 in two or more, but not to exceed ten, equal installments, 
provided that the maximum amount of tax which may be paid 
in installments pursuant to this subdivision shall be an amount 
which bears the same ratio to the estate's tax liability under chap
ter 291 as the value of property determined pursuant to section 
12 bears to the amount of the taxable estate. The first install
ment shall be paid on or before the date selected by the personal 
representative. The date may be no more than five years after 
the date prescribed by section 291.11, subdivision 1, for payment 
of the estate tax. Each succeeding installment shall be paid on 
or before that same date each year. An election under this sub
division shall be made not later than the time prescribed by 
section 291.11 for filing of the estate tax return and shall be 
made in the manner as the commissioner shall prescribe by rule. 

Subd. 3. If the time for payment of estate tax has been ex• 
tended under subdivision 2, interest shall be payable as pro
vided in this subdivision. 

(a} Interest payable under section 291.15 on any unpaid por
tion of the amount attributable to the first five years after the 
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date prescribed by section 291.11 for payment of the tax shall 
be paid annually. 

(b) Interest payable under section 291.15 on any unpaid por
tum of the amount attributable to any period after the five 
year period referred to in clause ( a) shall be paid annually at 
the same time as, and as part of, each installment payment of 
the tax. 

( c) If the executor has selected a period shorter than five 
years under subdivision 2 the shorter period shall be substituted 
for five years in clauses ( a) and (b). 

Sec. 21. Minnesota Statutes 1978, Section 291.14, is amended to 
read: 

291.14 [PERSONAL LIABILITY OF PERSONAL REPRE
SENTATIVE AND TRANSFEREE.] Subdivision 1. E-.,y tu 
imposed ~ this chapter sl!aB ee a lien Qf18B the property emilraeed 
iB any iflherit&Ree, de'IHle, iieEIUest, legaey, er gift until paid; aBa 
The personal representative and person to whom Slleh property 
which is subject to taxation under chapter 291 is transferred shall 
be personally liable for such tax, until its payment, to the extent of 
the value of Slleh the property. N& Slleh lien sl!aB ee enfefeed 
ageins~ real propeft¥ , ineladed iB the Jlroliate estate; UDleee the 
state sl!aB assert the same liy- filiR.g a statement ef Us lien iB the 
effiee ef the eeyftty reeorder or registmr ef titles iB the eount:it 
wherein saeh real estate ma:it ee situated, witliiR ten years after the 
date ef any aeed ef distriliatiea er deeree ef distriliatioa whieh 
may be entered iB the estate iar,ewed. 

Sl:l9Eb flh f¼.}- Where an 8l!Ele£ Bfi:P•o1.rieg distrihatian el prepeffY 
is Bet issaee liy- the eelfft; any tu due ea the traasfer ef Slleh 
JlP0Jlerty er iaterest te a de~•isee 011 te heil.'6 wile lli'C entKled 1HIEler 
the statatee ef intestate sueeeeoioa ohall be a lien Qf18B Slleh JlPOJl
erty until the -te!E imposed ~ this ehapter is pai4 

~ ~ lien sl!aB Bet lie eaforeecl against "!8al prepeft¥ sulljest 
te the prerAsioas ef elause #)- UBless the Mate asseris it liy- filiR.g 
a statement ef lien iB 'the effiee ef the eoyftty reeerder er the peg
ietrar ef titles iB the eouaty where the real estate is situated with
iB tea years from the date ef reeordiag a eepy ef the death peeem 
ef the testate er intestate deeedent, as the ease 1Dft:it be; together 
wKh a statemel'K ~ -the eommissioner aelmewledging JPeeeipt ef aR 
iBveBtopy anEl apJlroisal listiBg the real property. 

{8t WheB the -te!E en property sulijeet te the pfe'Visieas ef this 
suiiEW,-ieien has liee& paiEI, er if there ee deposited with the eem
missiener a 8111D ef meney iB an ameuat eEtllftl te the m whieh; iB 
the judgment ef the eemmissiener JBll3' lie due Q118B the troasfer 
ef the prepeft¥, Of if there is ne -tA!E reEIUired te ee paid; the eem
missieneF shall eertify OB an affii:la·1-it pFeserilied liy- him 8i' iB
stN1Dent ef eo1weyanee ihat the lien f8I' inheritanee tu has eeen 
satisfied 81.' has see& wai,,ed, as the ease may he, ~ affide?,it er 
iRstA:HBent el eew1e3t0nee ae ee~ifieQ may be i:eea,ded as a,e ethel 
iBStruments affeeting the title te l'8al estate, 



lllj~l: J.lfit .lJii li~J1.[~;f$ '!1[~1.(ilf ~ 11111~u1r;r1ar ! 
•.rt • -~ , -~t t l -t l fflJ t i. • iJJ,1 .p ~ 

rl [' f.l ,J h· ti! . -f~~t,.it rHi. r• •1• f!fn t 
,Jr i f• i1h !li ff 4 11 Ir• it tJ l · 11i 

tr ~! i~l ~t:t arti1•d r l1httt !,. t rr1r! ;JUU 
~l fi i, ~ f.m f tfr 11 J1 ,f t1~ r1 ~l~m-~tr lrtf, tf ff~ ~tlll ~ 
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-fit that the 3'¼MVi,ag :ieiBt teHam er tenants wet'€ :::em-eel'S ef 
the elasses deserii,ed iP. -ta+ aoove at the !late ef eeee!le?.t's eeath 
-f;i any ef the su:rwlin;:; j0int tenants weI'e miners, 3tate date ef 
SQeG miner's ffii'th.t, 

W -that the prE>j3erty deaeril,ed ru; the h91nesie&E! was awned 
and eeeu,p;ed !,y the deeedent a,; hls prineif,al dv.,elling plaee al; 
da-te ef death, 

~ that the (lliantity ef land inelHded iH !!lleh property is net 
in ei.eess af 12ll ae,-ea, ana net in6"'ded in the Wa eat e• platted 
pertien e4' QB;' eity. Y the land is wi-thin a laia 9"t er platted pertien 
ef a city, ¼ts area shall net eireeed ene half e4' an a-, 

-fw:)- that the gF0S6 market "8l!ie e4' sueh preperty at date et 
death was net in_,, ef $ 4/l,000, 

-f¥+ the affidav;.t ta be delwePOd ta the ee:mty reeerder er regis
tfai, e4' -titles shall have attaehed therete a eertified eepy e4' the 
aea-th eemfiea.te with re:peet te the eeath a! the deeeased :ieint 
tenant,. 

'l'he affidavit £hall be in i.e.. ef ,m affidavit ef smvwerchip eer
t¼fied !,y the oomnri&&ieru,p and £hall el<tingHish the lien impesed en 
sueh preperty !,y ela!ise ~ ef this S\Hlaivisie&, and shall be 1'8-

eerded er filed ru; a deerm1ent a!:eeti..g the ti-tie te the real estate. 
'!'he OOHnty reeemer er re;:;istrar a! ti-ties sha!I net be req11ired to 
verify the deelaratiens made in sueh ~it, 

w A eepy ef the aflidavit -fwhieh neea net aea-r a eepy a! the 
aeath eertitieate) chall 1,e slipplied ta the ee .. nty reeeraer er tegis
trar af titlest he will ferward this eepy te the eoormiss½ener at his 
effiee m St, Paul, Minnesota. 

W Where it appears that a sehealile ef nen-prehate 11BSets 
W01i!d otherwise net be re(Juired te he filea, the property, the lien 
en whi£h hftS beeil ei<-tingHished in aeeeffilH¼8e with the provisions 
af paragrapb +a+ aheve; neea net he reported oa a sehed!ile of nen
prel,ate aGSets. 

&bd, 4. '!'he lien ef the state fer H¼heri-tanee tru.es payable by 
a persenal :eprescntative shall net eKtend te any right ae(lmred 
l,y a hena iide pHrehaser, mertgagee, er lessee throHgh a"Y eenvey
aP.£e maee !,y sliBh perseHa! representatiYe, previded that sueh per
senal representatwe delwers ta the eeunty reeorder e~ registrar af 
t¼tles, as the ease may he; a deelaratioa that the property deserihed 
therein has been said te a hena Me f)tH'£ha&er, er hru; been mert
gaged er leased, ru; the ease may he, '!'he deelaratien so sHhmitted 
shall have atfaehed thc:ete a certified eepy ef letters e,,ideneing 
the appeintment ef sueh peraenal representati>,e. !!'he eeunty re
eerder er registrar ef titlea shall 6"hmit a eepy ef sueh deelaration 
te the eemmissienl!l' at hls effiee in St, J!al1l, Minnesota, witheHt 
any re:; uiremcnt that the statements mado therein hy sueh per
sonal representative have heDH veritied, The lien se e"tingHished 
with respeet te sueh hena Me purehaSOl'; ffiertgagee er lessee shall 
net i,e reinstateel er ehallenged by the eommissiener. 
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Sec. 22. Minnesota Statutes 1978, Section 291.19, Subdivision 
3, is amended to read: 

Subd. 3. Any personal representative, trustee, heir or legatee 
of a nonresident decedent desiring to transfer property having 
its situs in this state may make application to the commissioner 
of revenue for the determination of whether there is any tax due 
to the state on account of the transfer of the decedent's property 
and such applicant shall furnish to the commissioner of revenue 
therewith an affidavit setting forth a description of all property 
owned by the decedent at the time of his death and having 
its situs in the state of Minnesota, the value of such property 
at the time of said decedent's death; also when required by 
the commissioner of revenue, a description of and statements of 
the true value of all the property owned by the decedent at the 
time of his death and having its situs outside the state of Min
nesota, and also a schedule or statement of the valid claims 
against the estate of the decedent, including the expenses of his 
last sickness and funeral and the expenses of administering his 
estate, to the extent that such claims were incurred within this 
state. Such person shall also, on request of the commissioner of 
revenue, furnish to the latter a certified copy of the last will 
of the decedent in case he died testate, or an affidavit setting 
forth the names, ages and residences of the heirs at law of the 
decedent in case he died intestate and the proportion of the 
entire estate of such decedent inherited by each of said per
sons , aad tkB relaiien, if aay, ·::ith eaeh legatee; Elevisee, heir, 
01' ti-aHaeree !lllStained ta the dreedent 9r pefS8H fFem wlt8m the 
transfer was made . Such affidavits shall be subscribed and sworn 
to by the personal representative of the decedent or some other 
person having knowledge of the facts therein set forth. 

Sec. 23. Minnesota Statutes 1978, Section 291.20, Subdivision 
1, is amended to read: 

291.20 [SAFETY DEPOSIT COMPANIES NOT TO TRANS
FER FUNDS.] Subdivision 1. No person holding securities or 
assets belonging at the time of death of a decedent to him or to him 
and another or others as joint tenants, or having on deposit funds 
in excess of $1,000 to the credit of a decedent, or to the decedent 
and another or others as joint tenants, or to the credit of the dece
dent as trustee for another or others, or renting a safe deposit box 
or other place of safekeeping to a decedent, individually or as 
joint tenant or tenant in common, shall deliver or transfer the 
same to any person, or permit any person to have access thereto, 
unless notice of the time and place of such intended transfer or 
access be served upon the county treasurer, personally or by rep
resentative, in which event the county treasurer, personally or 
by representative, may examine said securities, assets, funds or 
contents of such safe deposit box, at the time of such delivery, 
transfer or access. If, upon such examination the county treasurer 
or his representative shall for any cause deem it advisable that 
such securities, assets or funds should not be immediately deliv
ered or transferred, or access to said safe deposit box or other 
place of safekeeping should not immediately be granted, he may 
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forthwith notify in writing such person to defer delivery or trans
fer or access, as the case may be, for a period not to exceed ten 
days from the date of such notice, and thereupon it shall be 
the duty of the person notified to defer such delivery, transfer 
or access until the time stated in such notice or until prior revo
cation thereof. Failure to serve the notice first above mentioned, 
or to allow such examination, or to defer delivery or transfer of 
such securities, assets, or funds, or to refuse access to such safe 
deposit box or other place of safekeeping for the time stated in 
the second of such notices, shall render such person liable to the 
payment of the tax due, not exceeding $1,000, upon the trans
fer of said securities, assets, or funds, or upon securities, assets, 
or moneys in such safe deposit box or other place of safekeeping, 
pursuant to the provisions of this act; provided, however, that 
nothing herein contained shall subject such person to liability 
for the payment of any such tax unless such person had knowl
edge of the death of the decedent prior to such delivery or trans
fer of such securities, assets, or funds, or entry to said safe 
deposit box or other place of safekeeping. The word "person" 
as used herein shall include individual persons, safe deposit com
panies, banks, trust companies, savings and loan associations, 
partnerships and all other organizations. 

Any person seeking access to any _safe deposit box upon the 
death of any person who at the time of his death was a tenant 
thereof either individually or as joint tenant or tenant in com
mon, or seeking to withdraw securities, assets or funds belonging to 
the decedent or which decedent had the right to withdraw, shall 
notify the person renting such safe deposit box or holding such 
securities, assets or funds of the decedent's death. Any person who 
wilfully fails to give the notice of the death of the decedent required 
by this paragraph with intent to evade taxes due hereunder shall be 
guilty of a misdemeanor. It shall be a complete defense to any 
prosecution under the provisions of this subdivision that no 
iBheriteRe<> estate tax was due from the decedent's estate. 

Sec. 24. Minnesota Statutes 1978, Chapter 291, is amended 
by adding a section to read: 

[291.215] [VALUATION OF ESTATE; REPORTING.] Su/,
division I. The valuation of all property includable in the Minne
sota taxable estate of a decedent shall be subject to review and 
approval of the commissioner of revenue. 

Subd. 2. Before the final settlement of an estate the personal 
representative shall furnish an amended estate tax return listing 
all property and taxable transfers or other events of which he has 
become aware since the first estate tax return was made which 
would result in a change in either the a_mount of the estate tax 
initially determined or the statements made by the affiant therein. 
He also shall furnish copies of any documents or records and any 
other information relating to the estate or its value upon request 
of the commissioner of revenue. 

Subd. 3. The personal representative shall file an amended estate 
tax return within 90 days after any amended estate tax return 



53RD DAY] MONDAY, MAY 14, 1979 2071 

is filed pursuant to the provisions of the United States Internal 
Revenue Code. If no amended federal estate tax return is filed 
but the federal estate tax return is changed or corrected, the 
change or correction shall be reported to the commissioner of 
revenue within 90 days after the final determination of the 
change or correction is made. Upon receipt of an amended federal 
estate tax return or upon notification of any change or correction 
made on the federal estate tax return, the commissioner of rev
enue may reassess the estate tax. 

Sec. 25. Minnesota Statutes 1978, Section 291.27, is amended 
to read: 

291.27 [UNPAID TAX; OMITTED PROPERTY.] II ay iH 
is d..e anti \HijllliEI aRSei' -the pl'8Yisjens &f thie eliapter, the MpPe
sentatF,<e, the ee~ a-ttemey &f the eeamy m wMeh an estate is 
pP9bateEI, the ett&mey geRei'&l 8i' the eemmisnieneP RlftY apply te 
the pl'ehete eemt lei' a eitation, eiting the perseRS liaNe t& pay 
suea Wf te &ppe&P eeiere the eemt ea a ~ speeifi.ell-, net mepe 
than thPee men-tl!s ff6IR the 4a-te &f &Yeh eitatien, an4 shew eaase 
why the Wf sheald net he peiEI, !fee 3Qdge &f the prelia-te 89Yl't; 
upea sash &pplieatien; aREl whener,er it shall appe&P te l!im that 
any SIie!¼ ta aeeruiBg tiBEleP ~ ehepter heB net lieen plli'1 ae -
Etuirea By law, shall isst¾e SlleR eitatieB, an4 the sePJiee ef Sllel¼ 
eit&tieB, ana the time, manneF, anEl fll'88f U.,ereof, ana the heat<iBg 
an4 d~ thereen, ehell eonfo?IR, ae ne&P as RlftY he; te 
the 13revisione ef the preh&~ eeae &f this state; and whene\le? it 
shell appear thm any ea,eh t&if is d..e anEi peyellle aR4l the pay
ment th8Pe&f eennet he enfel.'€eEi \¾RQe? the ppe'Jieiens ef this eh&p
tei, Bl the fl{'89ftte eet¾ff; the pePSeR 81" 88PJIOffli8R R8IR WB8IB the 
same is Q\¼e is herehy made lffl.hle te the eta-te ~ the emeam of 
sash~ 

Any tax due and unpaid under the provisions of this chapter may 
be enforced and collected from any transferee of property included 
in the Minnesota estate by action in a the court of administration 
of the estate of the decedent or in a court of general jurisdiction by 
the oersonal representative of any estate, a, hy aetien, in the name 
~ the state, hrougM by the attorney general, the eet¾nty attorney 
or the commissioner in the name of the state. 

Any property which for any cause is omitted from en app,aise 
meBt, invat-tezy, er seheEiule ef nen pFesa-te assets the Minnesota 
estate tax return so that its value is not taken into consideration in 
the determination of the eh~ta-nee tai£es estate tax, may be sub
sequently taxed against the persons receiving the same, or any part 
thereof, to the same effect as if included in the eriginal appl'llieel, 
mven-l;e;,y, sehed.ile &f nen flFObate aesets; inheritanee estate tax 
return and detemlisat;en, except that any personal representative 
of an estate discharged from his trust in the meantime shall not be 
liable for the payment of such tax. When any property has been 
th¼ffl omitted in the determination of an iRhentanee estate tax, 
S\¾8h ta;res the tax thereon may be determined and recovered in a 
civil action brought by the attorney general or the commissioner, in 
the name of the state, in any court of general jurisdiction, 81' may 
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Be fll8S9CYteEI ta e:llee:ien ey eitatien anG SYBSC!fYent fll869CElings 
ln the 11~0eate OOIH't wherein the estate was r>dmieietereEI. 

Sec. 26. Minnesota Statutes 1978, Chapter 291, is amended 
by adding a section to read: 

[291.48] [PUBLICITY OF RETURNS; INFORMATION.] It 
shall be unlawful for the commissioner or any other public offi
cial, employee or former employee to divulge or otherwise make 
known in any manner any particulars set forth or disclosed in 
any report or return required by chapter 291 or 292 or information 
acquired while examining or auditing any taxpayer's liability for 
taxes thereunder, except in connection with a proceeding involv
ing taxes due under chapter 291 or 292 from the taxpayer mak
ing the return. The commissioner may furnish a copy of any 
return or report to any official of the United States or any 
state having duties to perform in respect to the assessment or 
collection of any inheritance, estate, or gift tax, if the taxpayer 
is required by the laws of the United States or of the other state 
to make a return therein. Nothing herein contained shall be 
construed to prohibit the commissioner from publishing statistics 
so classified as not to disclose the identity of particular prop
erty, decedents, heirs, or personal representatives, returns or 
reports and the contents thereof. Any person violating the pro
visions of this section shall be guilty of a gross misdemeanor. 

The return of a decedent or donor shall, upon written request, 
be open to inspection by or disclosure to (a) the administrator, 
executor, or trustee of his estate, and (b) any heir at law, 
next of kin, or beneficiary under the will of the decedent, and any 
other person whose basis in property is determined in whole or 
part by values set forth in the return, or ( c) a donee of the prop
e~ty, but only if the commissioner finds that the heir, next of 
km. beneficiary or other person or donee has a material interest 
which will be affected by information contained therein. 

Sec. 27. Minnesota Statutes 1978, Section 291.33, Subdivision 
1, is amended to read: 

291.33 [PAYMENTS TO COUNTIES.] Subdivision 1. On or 
he fore the first of November in each year the commissioner shall 
determine the net amount of mhecitanee taar, Miencseta entate tax 
and interest collected thereon which has been paid to the commis
sioner during the fiscal year ending June 30 next preceding from 
estates in each of the several counties of this state wherein prP
bate proceedings have been had or where, if no probate proceed
ings have been required, wherein are located the probate courts 
that would have had venue under the provisions of section 524.3-
201, had there been assets of decedents subject to probate. 

For purposes of this subdivision net amount shall be the total 
amount paid from each of the several counties under the pro
visions of this chapter, during the appropriate fiscal year, reduced 
by the refunds made by the commissioner applicable to each of the 
several counties under the provisions of this chapter, during the 
same fiscal year. 
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Sec. 28. Minnesota Statutes 1978, Section 352.15, Subdivision 
1, is amended to read: 

352.15 [EXEMPTION FROM PROCESS AND TAXATION.] 
Subdivision 1. None of the moneys, annuities, or other benefits 
mentioned herein shall be assignable either in law or in equity or be 
subject to execution, levy, attachment, garnishment, or other legal 
process, or to any state iBeeme tall @ state mheat&Bee estate tax; 
~ teat Belle ehall he 8!ECRIJ!t ff8R' te:re•ien IHleel' eeapt81' 
ll9l; URlees tranefened te a BIH'Vi'lillg speuse@ miBet' er dependent 
ehlld ef the ·deeedeat et' a mist fei, their benefit. Provided, however, 
the executive director may pay an annuity, benefit or refund to 
a banking institution, qualified under chapter 48, that is trustee 
for a person eligible to receive such annuity, benefit or refund. 
Upon the request of a retired, disabled or former employee, the 
executive director may mail the annuity, benefit or refund check 
to a banking institution, savings association or credit union for 
deposit to such employee's account or joint account with liis 
spouse. The board of directors may prescribe the conditions under 
which such payments will be made. 

Sec. 29. Minnesota Statutes 1978, Section 353.15, is amended 
to read: '· 

353.15 [NONASSIGNABILITY AND EXEMPTION OF AN
NUITIES AND BENEFITS FROM JUDICIAL PROCESS AND 
TAXATION.] No money, annuity, or benefit provided for in this 
chapter is assignable or subject to a power of attorney, execution, 
levy, attachment, garnishment, or legal process, including actions 
for divorce, legal separation, and child support, or to any !!We 
iBeeme tmE @ state iBhemanee estate tax; ~ teat Belle ehall 
be e!f8mjlt ft'8ftl ta1;atien imdei> ehaflter 001; rmless traB6ferred te a 
sawiving speuse @ miBet' er deflendeRt child ef the decedent 81' a 
trYSt fer their benefit. Provided, however, the association may 
pay an annuity, benefit or refund to a trust company, qualified 
under chapter 48, that is trustee for a person eligi'ble to receive 
such annuity, benefit or refund. Upon the request of a retired, 
disabled or former member, the association may mail the annuity, 
benefit or refund check to a banking institution, savings associa
tion or credit union for deposit to such person's account or joint 
account with his spouse. The association may prescribe the condi
tions under which such payment will be made. If in the judgment 
of the executive director conditions so warrant, payment may be 
made to a public body in behalf of an annuitant, disabilitant, or 
survivor upon such terms as the executive director may prescribe. 

Sec. 30. Minnesota Statutes 1978, Section 354.10, is amended 
to read: 

354.10 [FUND NOT SUBJECT TO ASSIGNMENT OR PRO
CESS; BENEFICIARIES.] The right of a teacher to avail himself 
of the benefits provided by this chapter, is a personal right only 
and shall not be assignable. All moneys to the credit of a teacher's 
account in the fund or any moneys payable to him from the fund 
shall belong to the state of Minnesota until actually paid to 
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the teacher or his beneficiary pursuant to the provisions of this 
chapter. Any power of attorney, assignment or attempted assign
ment of a teacher's interest in the fund, or of the beneficiary's 
interest therein, by a teacher or his beneficiary, including actions 
for divorce, legal separation, and child support, shall be null 
and void and the same shall be exempt from garnishment or 
levy under attachment or execution and from ell te:aii91l hy -the 
state ef Mimleeete, 8!t88pi that B8Re sliaB lle 8!!0Dlflt kem taxation 
under chapter 291; IHllese tranafeeeEI. ta a SYmf.ng speuse Si' 
BHft8f er El.efJeREl.eet ehilEI. e! the El.eeeEl.ent 81' a wet f8I' theR llenefit. 
Provided however, the board may pay an annuity or benefit to 
a banking institution, qualified under chapter 48, that is a trustee 
for a person eligible to receive such annuity or benefit. Upon 
completion of the proper forms as provided by the board, the 
annuity or benefit check may be mailed to a banking institution, 
savings association or credit union for deposit to the recipient's 
individual account or joint account with his or her spouse. The 
board shall prescribe the conditions which shall govern these 
procedures. If in the judgment of the executive director condi
tions so warrant, payment may be made to a public body in 
behalf of an annuitant, disabilitant, or survivor upon such terms 
as the executive director may prescribe. Any beneficiary designat
ed by a teacher under the terms of this chapter, may be changed 
or revoked by the teacher at his pleasure, in such manner as 
the board may prescribe. In case a designated beneficiary dies 
before the teacher designating him dies, and a new beneficiary 
is not designated, the teacher's estate shall be the beneficiary. 

Sec. 31. Minnesota Statutes 1978, Section 354A.11, is amended 
to read: 

354A.11 [CERTAIN MONEYS AND CREDITS OF TEACH
ERS EXEMPT.] All moneys deposited by a teacher or member 
or deposited by any other person or corporation, municipal or 
private, to the credit of such teacher or member in a corporation 
organized as a "Teachers Retirement Fund Association" under 
sections 354A.03 to 354A.10, and all moneys, rights, and interests 
or annuities due or to become due to such teacher, member, 
or annuitant, or their beneficiaries, from any such association 
shall not be assignable, shall be exempt from garnishment, at
tachment, and execution or sale on any final process issued from 
any court and shall not be subject to the inherit&Bee estate tax 
provisions of this state if transfeReEI. te a sul'VW'.ng speuse 81' BHft8f 
81' Ei8fJenEl.ent ohilEI. ef ihe El.eeeEl.ent Ol' a trust lei! -their llenefit. 

Sec. 32. Minnesota Statutes 1978, Section 524.3-706, is amend
ed to read: 

524.3-706 [DUTY OF PERSONAL REPRESENTATIVE; IN
VENTORY AND APPRAISEMENT.] Within three months af
ter his appointment, a personal representative, who is not a spe
cial administrator or a successor to another representative who 
has previously discharged this duty, shall prepare and file with 
the court or registrar and mail to the surviving spouse, if there 
be one, and to all residuary distributees an inventory of property 
owned by the decedent at the time of his death, listing it with 



53RD DAY] MONDAY, MAY 14, 1979 2075 

reasonable detail, and indicating as to each listed item, its fair 
market value as of the date of the decedent's death, and the type 
and amount of any encumbrance that may exist with reference to 
any item. 

The personal representative shall also mail a copy of the in
ventory to interested persons or creditors who request it , aBd 
sl>all file tm mmeuteEI "0J>Y ef the Minaesota inherit,mee ta.. 
Fetum with the oomt er :regisbai'. 

Sec. 33. Minnesota Statutes 1978, Section 524.3-916, is amended 
to read: 

524.3-916 [APPORTIONMENT OF ESTATE TAXES.] (a) 
For purposes of this section: 

(1) "estate" means the gross estate of a decedent as deter
mined for the purpose of federal estate tax and the estate tax 
payable to this state; 

(2) "person" means any individual, partnership, association, 
joint stock company, corporation, government, political subdivi
sion, governmental agency, or local governmental agency; 

(3) "person interested in the estate" means any person entitled 
to receive, or who has received, from a decedent or by reason of 
the death of a decedent any property or interest therein included 
in the decedent's estate. It includes a personal representative, 
conservator, and trustee; 

(4) "state" means any state, territory, or possession of the 
United States, the District of Columbia, and the Commonwealth 
of Puerto Rico; 

(5) "tax" means the federal estate tax and the state estate tax 
determined by the commissioner of revenue pursuant to seeti<m 
~ chapter 291 and interest and penalties imposed in addition 
to the tax; 

(6) "fiduciary" means personal representative or trustee. 

(b) Unless the will or other written instrument otherwise pro
vides, the tax shall be apportioned among all persons interested 
in the estate. The apportionment is to be made in the proportion 
that the value of the interest of each person interested in the 
estate bears to the total value of the interests of all persons inter
ested in the estate. The values used in determining the tax are to 
be used for that purpose. If the decedent's will or other written 
instrument directs a method of apportionment of tax different 
from the method described in this code, the method described in 
the will or other written instrument controls. 

( c) (1) The court in which venue lies for the administration of 
the estate of a decedent, on petition for the purpose may de
termine the apportionment of the tax. 

(2) If the court finds that it is inequitable to apportion interest 
and penalties in the manner provided in subsection (b), because 
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of special circumstances, it may direct apportionment thereof in 
the manner it finds equitable. 

(3) If the court finds that the assessment of penalties and in
terest assessed in relation to the tax is due to delay caused by the 
negligence of the fiduciary, the court may charge him with the 
amount of the assessed penalties and interest. 

(4) In any action to recover from any person interested in 
the estate the amount of the tax apportioned to the person in 
accordance with this code the determination of the court in re
spect thereto shall be prima facie correct. 

(d) (1) The personal representative or other person in posses
sion of the property of the decedent required to pay the tax may 
withhold from any property distributable to any person interested 
in the estate, upon its distribution to him, the amount of tax at
tnbutable to his interest. If the property in possession of the per
sonal representative or other person required to pay the tax and 
distributable to any person interested in the estate is insufficient 
to satisfy the proportionate amount of the tax determined to be 
due from the person, the personal representative or other person 
required to pay the tax may recover the deficiency from the person 
interested in the estate. If the property is not in the possession 
of the personal representative or the other person required to pay 
the tax, the personal representative or the other person required 
to pay the tax may recover from any person interested in the 
estate the amount of the tax apportioned to the person in ac
cordance with Laws 1975, Chapter 347. 

(2) If the property held by the personal representative is dis
tributed prior to final apportionment of the tax, the distributee 
shall provide a bond or other security for the apportionment lia
bility in the form and amount prescribed by the personal repre
sentative. 

(e)(l) In making an apportionment, allowances shall be made 
for any exemptions granted, any classification made of persons in
terested in the estate and for any deductions and credits allowed 
by the law imposing the tax. 

(2) Any exemption or deduction allowed by reason of the re
lationship of any person to the decedent or by reason of the pur
poses of the gift inures to the benefit of the person bearing such 
relationship or receiving the gift; but if an interest is subject to a 
prior present interest which is not allowable as a deduction, the 
tax apportionable against the present interest shall be paid from 
principal. 

(3) Any deduction for property previously taxed and any credit 
for gift taxes or death taxes of a foreign country paid by the 
decedent or his estate inures to the proportionate benefit of all 
persons liable to apportionment. 

(4) Any credit for inheritance, succession or estate taxes or 
taxes in the nature thereof applicable to property or interests in
cludable in the estate, inures to the benefit of the persons or 
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interests chargeable with the payment thereof to the extent pro
portionately that the credit reduces the tax. 

( 5) To the extent that property passing to or in trust for a sur
viving spouse or any charitable, public or similar gift or devisee is 
not an allowable deduction for purposes of the tax solely by reason 
of an illheritanee tu 8i' eie8l' Elea-th estate tax imposed upon and 
deductible from the property, the property is not included in the 
computation provided for in subsection (b) hereof, and to that 
extent no apportionment is made against the property. The sen
tence immediately preceding does not apply to any case if the re
sult would be to deprive the estate of a deduction otherwise 
allowable under section 2053 ( d) of the Internal Revenue Code 
of 1954, as amended, of the United States, relating to deduction 
for state death taxes on transfers for public, charitable, or religious 
uses. 

(f) No interest in income and no estate for years or for life or 
other temporary interest in any property or fund is subject to 
apportionment as between the temporary interest and the re
mainder. The tax on the temporary interest and the tax, if any, 
on the remainder is chargeable against the corpus of the property 
or funds subject to the temporary interest and remainder. 

(g) Neither the personal representative nor other person re
quired to pay the tax is under any duty to institute any action to 
recover from any person interested in the estate the amount of the 
tax apportioned to the person until the expiration of the three 
months next following final determination of the tax. A personal 
representative or other person 1e9.uired to pay the tax who institutes 
the action within a reasonable time after the three month period 
is not subject to any liability or surcharge because any portion of 
the tax apportioned to any person interested in the estate was 
collectible at a time following the death of the decedent but there
after became uncollectible. If the personal representative or other 
person required to pay the tax cannot collect from any person in
terested in the estate the amount of the tax apportioned to the 
person, the amount not recoverable shall be equitably apportioned 
among the other persons interested in the estate who are subject 
to apportionment. 

(h) A personal representative acting in another state or a per
son required to pay the tax domiciled in another state may insti
tute an action in the courts of this state and may recover a pro
portionate amount of the federal estate tax, of an estate tax pay
able to another state or of a death duty due by a decedent's estate 
to another state, from a person interested in the estate who is 
either domiciled in this state or who owns property in this state 
subject to attachment or execution. For the purposes of the action 
the determination of apportionment by the court having jurisdic
tion of the administration of the decedent's estate in the other 
state is prima facie correct. 

Sec. 34. Minnesota Statutes 1978, Section 524.3-1001, is amend
ed to read: 
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524.3-1001 [FORMAL PROCEEDINGS TERMINATING 
ADMINISTRATION; TESTATE OR INTESTATE; ORDER 
OF DISTRIBUTION, DECREE, AND GENERAL PROTEC
TION.] (a) (1) A personal representative or any interested per
son may petition for an order of complete settlement of the estate. 
The personal representative may petition at any time, and any 
other interested person may petition after one year from the ap
pointment of the original personal representative except that no 
petition under this section may be entertained until the time for 
presenting claims which arose prior to the death of the decedent 
has expired. The petition may request the court to determine 
testacy, if not previously determined, to consider the final account 
or compel or approve an accounting and distribution, to construe 
any will or determine heirs and adjudicate the final settlement and 
distribution of the estate. After notice to all interested persons and 
hearing the court may enter an order or orders, on appropriate 
conditions, determining the persons entitled to distribution of the 
estate, and, as circumstances require, approving settlement and 
directing or approving distribution of the estate and discharging 
the personal representative from further claim or demand of any 
interested person. 

(2) In such petition for complete settlement of the estate, the 
petitioner may apply for a decree. Upon the hearing, if in the best 
interests of interested persons, the court may issue its decree which 
shall determine the persons entitled to the estate and assign the 
same to them in lieu of ordering the assignment by the personal 
representative. The decree shall name the heirs and distributees. 
state their relationship to the decedent, describe the property, and 
state the proportions or part thereof to which each is entitled. In 
the estate of a testate decedent, no heirs shall be named in the 
decree unless all heirs be ascertained. 

( 3) In solvent estates, the hearing may be waived by written 
consent to the proposed account and decree of distribution or 
order of distribution by all heirs or distributees, and the court 
may then enter its order allowing the account and issue its decree 
or order of distribution. 

(4) The court shall have the power in its decree or order of 
distribution to waive the lien of inheritance estate taxes, find 
that the taxes have been satisfied by payment or, decree the prop• 
erty subject to the lien; orovided, however, where a decree or order 
for distribution is issued, the personal representative shall not be 
discharged until all property is paid or transferred to the persons 
entitled thereto, and has otherwise fully discharged his trust. If 
objections are filed with the court by the commissioner of rev
enue, no discharge shall be issued until the objections are deter
mined. !l'he ee.H't ehall !'end a e~ ol ~ Elee¼'ee, ~ ieEaanee,, 
te ~ ~ ~ revena➔. If no obiection is filed, the court 
shall have the power to settle and distribute the estate and dis
charge the personal representative without regard to tax obliga
tions. 

(b) If one or more heirs or devisees were omitted as parties in, 
or were not given notice of, a previous formal testacy proceeding, 
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the court, on proper petition for an order of complete settlement 
of the estate under this section, and after notice to the omitted 
or unnotified persons and other interested parties determined to be 
in·terested on the assumption that the previous order concerning 
testacy is conclusive as to those given notice of the earlier proceed
ing, may determine testacy as it affects the omitted persons and 
confirm or alter the previous order of testacy as it affects all 
interested persons as appropriate in the light of the new proofs. In 
the absence of objection by an omitted or unnotified person, evi
dence received in the original testacy proceeding shall constitute 
prima facie proof of due execution of any will previoU!lly admitted 
to probate, or of the fact that the decedent left no valid will if the 
prior proceedings determined this fact. 

Sec. 35. Minnesota Statutes 1978, Section 525.091, Subdivision 
1, is amended to read: 

525.091 [DESTRUCTION AND REPRODUCTION OF PRO
BATE RECORDS.] Subdivision 1. The clerk of court of any 
county upon order of the probate judge may destroy all the 
original documents in any proceeding of record in his office five 
years after the file in such proceeding has been closed provided 
the original or a Minnesota state archives commission approved 
photograpliic, photostatic, microphotographic, microfilmed, or 
eimilarly reproduced copy of the original of the following enum
erated documents in the proceeding are on file in his office. 

Enumerated original documents: 

(a) In estates, the jurisdictional petition and proof of publica
tion of the notice of hearing thereof; will and certificate of pro
bate; letters; inventory and appraisal; ieheritaRee tu retam 81' 
seheElule el ReB-!H'&bete assets; iHheritaRee tff l'eWfll wawer, 81' 
eeli assessed iRherit&Ree t& retam; orders directing and con
firming sale, mortgage, lease, or for conveyance of real estate; 
order setting apart statutory selection; receipts for federal estate 
taxes and state inhefitaRee estate taxes; orders of distribution 
and general protection; decrees of distribution; federal estate tax 
closing letter, consent to discharge by commissioner of revenue 
and order discharging representative; and any amendment of the 
listed documents. 

When an estate is deemed closed as provided in clause ( d) of 
this subdivision, the enumerated documents shall include all 
claims of creditors. 

(b) In guardianships or conserva·torships, the jurisdictional 
petition and order for hearing thereof with proof of service; letters; 
orders directing and confirming sale, mortgage, lease or for con
veyance of real estate; order for restoration to capacity and order 
discharging guardian; and any amendment of the listed docu
ments. 

(c) In mental, inebriety, and indigent matters, the jurisdic
tional petition; report of examination; warrant of commitment; 
notice of discharge from institution, or notice of death and order 
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for rest.oration to capacity; and any amendment of the listed 
documents. 

( d) Except for the enumerated documents described in this 
subdivision, the clerk of probate court may destroy all other 
original documents in any proceeding without retaining any re
production of the document. For the purpose of this subdivision, 
a proceeding in the probate court is deemed closed if no docu
ment has been filed in the proceeding for a period of 15 years, 
except in the cases of wills filed for safe-keeping and those 
containing wills of decedents not adjudicated upon. 

Sec. 36. Minnesota Statutes 1978, Section 525.091, Sub
division 2, is amended to read: 

Subd. 2. The clerk of probate court of any county upon order 
of the probate judge may destroy the original record books as 
enumerated in this subdivision provided a Minnesota state ar
chives commission approved photographic, photostatic, micro
photographic, microfilmed, or similarly reproduced copy of the 
original record book is on file in his office. 

Enumerated original record books: 

W All record books kept for recording in compliance with 
section 525.03, clauses (3), (4), (5) and (6). 

f&}- All i'e88l'Q seeks kepi; fel, i.ahel'itaRee tu pv,pose in 
eomrJiaree with seeaor 291.29, svbE!wisiors 1, tlBQ 2; altef the a
pifatiSB af M ye&l'!I ff8IB the Elate el the last p,oeeeairg entered 
thelein, 

Sec. 37. Minnesota Statutes 1978, Section 525.312, is amended 
to read: 

525.312 [DECREE OF DESCENT.] Upon the filing of such 
petition, the court shall fix the time and place for the hearing 
thereof, notice of which shall be given pursuant to section 524.1-
401. Notice of the hearing, in the form prescribed by court rule, 
shall also be given under direction of the clerk. of court by pub
lication once a week for two consecutive weeks in a legal news
paper in the county where the hearing is to be held, the last 
publication of which is to be at least ten days before the time set 
for hearing. Upon proof of the petition and of the will if there 
be one, or upon proof of the petition and of an authenticated 
copy of a will duly proved and allowed outside of this state in 
accordance with the laws in force in the place where proved, 
if there be one, the court shall allow the same and enter its 
decree of descent assigning the real or personal property, or any 
interest therein, to the persons entitled thereto pursuant to the 
will or such authenticated copy, if there be one, otherwise pur
suant to the laws of intestate succession in force at the time 
of the decedent's death. The court may appoint two or more 
disinterested persons to appraise the property. Ne ~ e4 
Eleeeeftt shall ee eat8'eEi vr-til the iBheP.itaBee te; If 9.BY; has 
heen determined tmEl paiEb 
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Sec. 38. Minnesota Statutes 1978, Section 525. 71, is amended 
to read: 

525.71 [APPEALABLE ORDERS.] Appeals to the district 
court may be taken from any of the following orders, judgments, 
and decrees issued by a judge of the court under chapters 524 or 
525: 

( 1) An order admitting, or refusing to admit, a will to probate; 
(2) An order appointing, or refusing to appoint, or removing, 

or refusing to remove, a representative other than a special ad
ministrator or special guardian; 

(3) An order authorizing, or refusing t.o authorize, the sale, 
mortgage, or lease of real estate, or confirming, or refusing t.o 
confirm, the sale or lease of real estate; 

( 4) An order directing, or refusing to direct, a conveyance 
or lease of real estate under contract; 

( 5) An order permitting, or refusing to permit, the filing of a 
claim, or allowing or disallowing a claim or counterclaim, in whole 
or in part, when the amount in controversy exceeds $100; 

( 6) An order setting apart, or refusing t.o set apart, property, 
or making, or refusing to make, an allowance for the spouse or 
children; · 

(7) An order determining, or refusing t.o determine, venue; 
an order transferring, or refusing t.o transfer, venue; 

( 8) An order directing, or refusing t.o direct, the payment of 
a bequest or distributive share when the amount in controversy 
exceeds $100; 

(9) An order allowing, or refusing to allow, an account of a 
representative or any part thereof when the amount in controversy 
exceeds $100; 

(10) An order adjudging a person in contempt; 

(11) An order vacating a previous appealable order, judg
ment, or decree; an order refusing to vacate a previous appealable 
order, judgment, or decree alleged to have been procured by fraud 
or misrepresentation, or through surprise or excusable inadvertence 
or neglect; 

(12) A judgment or decree of partial or final distribution or 
an order determining or confirming distribution or any order of 
general protection; 

(13) An order entered pursuant to section 576.142; 

(14) An order granting or denying restoration to capacity; 

(15) An order made directing, or refusing to direct, the pay
ment of representative's fees or attorneys' fees, and in such case 
the representative and the attorney shall each be deemed an ag
grieved party and entitled to take such appeal; 
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(16) An order, judgment, or decree relating to or affecting 
inherit&Bee estate truces or refusing to amend, modify, or vacate 
such an order, judgment, or decree; but nothing herein contained 
shall abridge the right of direct review by the supreme court; 

( 17) An order extending the time for the settlement of the 
estate beyond five years from the date of the appointment of the 
representative. 

Sec. 39. Minnesota Statutes 1978, Section 525.74, is amended 
to read: 

525.74 [DIRECT APPEAL TO SUPREME COURT.] A party 
aggrieved may appeal direct to the supreme court from an order 
determining or refusing to determine inheritaeee estate taxes 
upon a hearing on a prayer for reassessment and redetermination. 
Within 30 days after service of notice of the filing of such order, 
the appellant shall serve a notice of appeal upon all parties ad
versely interested or upon their attorneys and upon the probate 
judge. An appellant, other than the state, the veterans' adminis
tration, or a representative appealing on behalf of the estate, 
shall file in the probate court a bond in such amount as that court 
may direct, conditioned to prosecute the appeal with due dili
gence to a final determination, pay all costs and disbursements 
and abide the order of the court therein. The notice of appeal 
with proof of service and the bond, if required, shall be filed in 
the probate court within ten days after the service of such notice 
and the appellant shall pay to such court the sum of $15, of which 
$10 shall be transmitted to the clerk of the supreme court, as 
provided by law for appeals in civil actions. 

Such appeal shall stay all proceedings on the order appealed 
from. When a party in good faith gives due notice of appeal from 
such order and omits through mistake to do any other act neces
sary to perfect the appeal, or to stay proceedings, the court may 
permit an amendment on such terms as may be just. Upon per
fection of the appeal, the probate court shall transmit to the 
clerk of the supreme court the $10 aforementioned together with 
a certified copy of the notice of appeal and bond, if required. The 
filing thereof shall vest in the supreme court jurisdiction of the 
cause, and records shall be transmitted to the supreme court. 
and records and briefs shall be printed, served, and filed, and 
such appeal shall be heard and disposed of as in the case of 
appeals in civil actions from the district court. If a settled case 
be necessary, the probate court may settle a case upon the ap• 
plication of any party. The notice of the hearing upon such appli
cation and the case proposed to be settled shall be served on all 
other parties interested in the appeal at least eight days prior to 
the hearing. 

Sec. 40. Minnesota Statutes 1978, Section 525.841, is amended 
to read: 

525.841. [ESCHEAT RETURNED.] In all such cases the com
missioner of finance shall be furnished with a certified copy of 
the court's order assigning the escheated property to the per
sons entitled thereto, and upon notification of payment of the 
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iaheritanee· estate tax, the commissioner of finance shall draw 
his warrant on the state treasurer, or execute a proper convey
ance to the persons designated in such order. In the event any 
escheated property has been sold pursuant to sections 11.08 or 
94.09 to 94.16, then the warrant shall be for the appraised value 
as established during the administration of the decedent's estate. 
There is hereby annually appropriated from any moneys in the 
state treasury not otherwise appropriated an amount sufficient to 
make payment to all such designated persons. No interest shall be 
allowed on any amount paid to such persons. 

Sec. 41. [REPEALER.] Minnesota Statutes 1978, Sectiom SA.
OB; 291.02; 291.07, Subdivisions 2 and 2a; 291.09, Subdivisions 1, 
2, 3 and 4; 291.10; 291.11, Subdivisiom 2, 3, 4, 5, 6, 7, 8 and 9; 
291.12, Subdivision 4; 291.19, Subdivision 5; 291.20, Subdivision 
3; 291.21, Subdivision 2; 291.22; 291.23; 291.24; 291.25; 291.26; 
291.29, Subdwisions 1, 2, 3 and 4; 291.30; 291.34; 291.35; 291.36; 
291.37; 291.38; 291.39; 291.40; 292.01; 292.02; 292.03; 292.031; 
292.04; 292.05; 292.06; 292.07; 292.08; 292.09; 292.105; 292.111; 
292.112; 292.12; 292.125; 292.14; and 292.15 are repealed. 

Sec. 42. There is appropriated for fiscal years 1980, 1981 and 
1982 from the general fund to the commissioner of revenue the 
amounts necessary to make the refunds provided by section 5. 

Sec. 43. [EFFECTIVE DATE.] The provisions of section 5 
which relate to payments for military service while the decedent 
was missing in action shall be effective for estates of decedents 
declared dead after January 1, 1975. The provisions of section 26 
shall be effective the day following final enactment and shall relate 
to returns filed pursuant to chapters 291 and 292 prior to and after 
the effective date of this article. The remainder of this article is 
effective for estates of decedents dying after December 31, 1979 
and gifts made after December 31, 1979. · 

ARTICLE IV: SALES AND USE TAX 

Section 1. Minnesota Statutes 1978, Section 297 A.01, is amend
ed by adding a subdivision to read: 

Subd. 15. "Farm machinery" means new or used machinery, 
equipment, implements, accessories and contrivances used directly 
and principally in the production for sale, but not including the 
processing, of lwestock, dairy animals, dairy products, poultry and 
poultry products, fruits, vegetables, forage, grains and bees and 
apiary products. "Farm machinery" shall include machinery for 
the preparation, seeding or cultivation of soil for growing agricul
tural crops, harvesting and threshing of agricultural products, and 
certain machinery for dairy, livestock and poultry farms, together 
with barn cleaners, milking systems, grain dryers, automatic feed
ing systems and similar installations. Irrigation equipment sold for 
exclusively agricultural use, including pumps, pipe fittings, valves, 
sprinklers and other equipment necessary to the operation of an 
irrigation system when sold as part of an irrigation system, except 
irrigation equipment which is situated below ground and consid
ered to be a part of the real property, shall be included in the def• 
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inition of farm machinery. Repair or replacement parts for farm 
machinery shall be included in the definition of farm machinery. 

Tools, shop equipment, grain bins, feed bunks, fencing material, 
communication equipment and other farm supplies shall not be 
considered to be farm machinery. "Farm machinery" does not in
clude motor vehicles required to be registered under chapter 297B, 
snowmobiles, snow blowers, lawn mowers, garden-type tractors or 
garden tillers and the repair and replacement parts for those 
vehicles and machines. 

Sec. 2. Minnesota Statutes 1978, Section 297 A.02, is amended 
to read: 

297A.02 [IMPOSITION OF TAX.] Except as otherwise pro
vided in Extra Session Laws 1971, Chapter 31, Article 1, there is 
hereby imposed an excise tax of four percent of the gross receipts 
from sales at retail, as hereinbefore defined, made by any person 
in this state after October 31, 1971. 

Notwithstanding the foregoing, the tax imposed hereby upon 
sales at retail through coin-operated vending machines shall be 
three percent of the gross receipts of such sales, and the tax im
posed upon sales at retail of farm machinery shall be two percent 
of the gross receipts from such sales . 

Sec. 3. Minnesota Statutes 1978, Section 297 A.14, is amended 
to read: 

297A.14 [USING, STORING OR CONSUMING TANGIBLE 
PERSONAL PROPERTY; ADMISSIONS; UTILITIES.] For 
the privilege of using, storing or consuming in Minnesota tangible 
personal property, tickets or admissions to places of amusement 
and athletic events, electricity, gas, and local exchange telephone 
service purchased for use, storage or consumption in this state, 
there is hereby imposed on every person in this state a use tax at 
the rate of four percent , or two percent in the case of farm ma
chinery, of the sales price of sales at retail of any of the aforemen
tioned items made to such person after October 31, 1971, unless 
the tax imposed by section 297 A.02 was paid on said sales price. 

Motor vehicles subject to tax under this section shall be taxed at 
the fair market value at the time of transport into Minnesota if 
such motor vehicles were acquired more than three months prior 
to its transport into this state. 

Notwithstanding any other provisions of sections 297 A.01 to 
297A.44 to the contrary, the cost of paper and ink products ex
ceeding $100,000 in any calendar year, used or consumed in pro
ducing a publication as defined in section 297 A.25, subdivision 1, 
clause (i) is subject to the tax imposed by this section. 

Sec. 4. Minnesota Statutes 1978, Section 297 A.24, is amended 
to read: 

297A.24 [TAXES IN OTHER STATES.] If any article of 
tangible personal property or any item enumerated in section 
297A.14 has already been subjected to a tax by any other state in 
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respect of its sale, storage, use or other consumption in an amount 
less than the tax imposed by sections 297 A.01 to 297 A.44, then as 
to the person who paid the tax in such other state, the provisions 
of section 297A.14 shall apply only at a rate measured by the dif
ference between the rate herein fixed and the rate by which the 
previous tax was computed. If such tax imposed in such other 
state was felH' pePeent at the rate set in section 297 A.14 or more, 
then no tax shall be due from such person under section 297 A.14. 

Sec. 5. Minnesota Statutes 1978, Section 297 A.25, Subdivision 
1, is amended to read: 

297A.25 [EXEMPTIONS.] Subdivision 1. The following are 
specifically exempted from the taxes imposed by sections 297 A.O 1 
to 297A.44: 

(a) The gross receipts from the sale of food products including 
but not limited to cereal and cereal products, butter, cheese, milk 
and milk products, oleomargarine, meat and meat products, fish 
and fish products, eggs and egg products, vegetables and vegetable 
products, fruit and fruit products, spices and salt, sugar and sugar 
products, coffee and coffee substitutes, tea, cocoa and cocoa prod
ucts; 

(b) The gross receipts from the sale of prescribed drugs and 
medicine intended for use, internal or external, in the cure, mitiga
tion, treatment or prevention of illness or disease in human beings 
and products consumed by humans for the preservation of health, 
including prescription glasses, therapeutic and prosthetic devices, 
but not including cosmetics or toilet articles notwithstanding the 
presence of medicinal ingredients therein; 

( c) The gross receipts from the sale of and the storage, use or 
other consumption in Minnesota of tangible personal property, 
tickets, or admissions, electricity, gas, or local exchange telephone 
service, which under the Constitution or laws of the United States 
or under the Constitution of Minnesota, the state of Minnesota is 
prohibited from taxing; 

( d) The gross receipts from the sale of tangible personal prop
erty (i) which, without intermediate use, is shipped or transported 
outside Minnesota and thereafter used in a trade or business or is 
stored, processed, fabricated or manufactured into, attached to or 
incorporated into other tangible personal property transported or 
shipped outside Minnesota and thereafter used in a trade or busi
ness outside Minnesota, and which is not thereafter returned to a 
point within Minnesota, except in the course of interstate commerce 
(storage shall not constitute intermediate use); or (ii) which the 
seller delivers to a common carrier for delivery outside Minnesota, 
places in the United States mail or parcel post directed to the pur
chaser outside Minnesota, or delivers to the purchaser outside 
Minnesota by means of the seller's own delivery vehicles, and 
which is not thereafter returned to a pofnt within Minnesota, 
except in the course of interstate commerce; 

( e) The gross receipts from the sale of packing materials used 
to pack and ship household goods, the ultimate destination of 
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which is out.side the state of Minnesota and which are not there
after returned to a point within Minnesota, except in the course of 
interstate commerce; 

(f) The gross receipts from the sale of and storage, use or 
consumption of petroleum products upon which a tax has been 
imposed under the provisions of chapter 296, whether or not any 
part of said tax may be subsequently refunded; 

(g) The gross receipts from the sale of clothing and wearing 
apparel except the following: 

(i) all articles commonly or commercially known as jewelry, 
whether real or imitation; pearls, precious and semi-precious 
stones, and imitations thereof; articles made of, or ornamented, 
mounted or fitted with precious metals or imitations thereof; 
watches; clocks; cases and movements for watches and clocks; 
gold, gold-plated, silver, or sterling flatware or hollow ware and 
silver-plated hollow ware; opera glasses; lorgnettes; marine glasses; 
field glasses and binoculars. 

(ii) articles made of fur on the hide or pelt, and articles of which 
such fur is the-component material or chief value, but only if such 
value is more than three times the value of the next most valuable 
component material. 

(iii) perfume, essences, extracts, toilet waters, cosmetics, petro
leum jellies, hair oils, pomades, hair dressings, hair restoratives, 
hair dyes, aromatic cachous and toilet powders. The tax imposed 
by this act shall not apply to lotion, oil, powder, or other article 
intended to be used or applied only in the case of babies. 

(iv) trunks, valises, traveling bags, suitr.ases, satchels, overnight 
bags, hat boxes for use by travelers, beach bags, bathing suit bags, 
brief cases made of leather or imitation leather, salesmen's sample 
and display cases, purses, handbags, pocketbooks, wallets, billfolds, 
card, pass, and key cases and toilet cases. 

(h) The gross receipts from the sale of and the storage, use, or 
consumption of all materials, including chemicals, fuels, petroleum 
products, lubricants, packaging materials, including returnable 
containers used in packaging food and beverage products, feeds, 
seeds, fertilizers, electricity, gas and steam, used or consumed in 
agricultural or industrial production of personal property intended 
to be sold ultimately at retail, whether or not the item so used 
becomes an ingredient or constituent part of the property pro
duced. Such production shall include, but is not limited to, re
search, development, design or production of any tangible personal 
property, manufacturing, processing ( other than by restaurants 
and consumers) of agricultural products whether vegetable or 
animal, commercial fishing, refining, smelting, reducing, brewing, 
distilling, printing, mining, quarrying, lumbering, generating elec
tricity and the production of road building materials. Such pro
duction shall not include painting, cleaning, repairing or similar 
processing of property except as part of the original manufacturing 
process. Machinery, equipment, implements, tools, accessories, 
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appliances, contrivances, furniture and fixtures, used in such pro
duction and fuel, electricity, gas or steam used for space heating 
or lighting, are not included within this exemption; however, ac
cessory tools, equipment and other short lived items, which are 
separate detachable units· used in producing a direct effect upon 
the product, where such items have an ordinary useful life of less 
than 12 months, are included within the exemption provided 
herein; 

(i) The gross receipts from the sale of and storage, use or other 
consumption in Minnesota of tangible personal property ( except 
as provided in section 297A.14) which is used or consumed in 
producing any publication regularly issued at average intervals 
not exceeding three months, and any such publication. For pur
poses of this subsection, "publication" as used herein shall in
clude, without limiting the foregoing, a legal newspaper as de
fined by Minnesota Statutes 1965, Section 331.02, and any sup
plements or enclosures with or part of said newspaper; and the 
gross receipts of any advertising contained therein or therewith 
shall be exempt. For this purpose, advertising in any such publica
tion shall be deemed to be a service and not tangible personal 
property, and persons or their agents who publish or sell such 
newspapers shall be deemed to be engaging in a service with 
respect to gross receipts realized from such newsgathering or pub
lishing activities by them, including the sale of advertising. 
Machinery, equipment, implements, tools, accessories, appliances, 
contrivances, furniture and fixtures used in such publication and 
fuel, electricity, gas or steam used for space heating or lighting, 
are not exempt; 

(j) The gross receipts from all sales of tangible personal prop
erty to, and all storage, use or consumption of such property by, 
the United States and its agencies and instrumentalities or a state 
and its agencies, instrumentalities and political subdivisions; 

(k) The gross receipts from the isolated or occasional sale of 
tangible personal property in Minnesota not made in the normal 
course of business of selling that kind of property, and the storage, 
use, or consumption of property acquired as a result of such a sale; 

(I) The gross receipts from sales of rolling stock and the stor
age, use or other consumption of such property by railroads, 
freight line companies, sleeping car companies and express com
panies taxed on the gross earnings basis in lieu of ad valorem 
taxes. For purposes of this clause "rolling stock" is defined as 
the portable or moving apparatus and machinery of any such com
pany which moves on the road, and includes, but is not limited to, 
engines, cars, tenders, coaches, sleeping cars and parts necessary 
for the repair and maintenance of such rolling stock. 

(m) The gross receipts from sales of airflight equipment and 
the storage, use or other consumption of such property by airline 
companies taxed under the provisions of sections 270.071 to 270.-
079. For purposes of this clause, "airflight equipment" includes 
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airplanes and parts necessary for the repair and maintenance of 
such airflight equipment, and flight simulators. 

(n) The gross receipts from the sale of telephone central 
office telephone equipment used in furnishing intrastate and 
interstate telephone service to the public. 

( o) The gross receipts from the sale of and the storage, use 
or other consumption by persons taxed under the in lieu provisions 
of chapter 298, of mill liners, grinding rods and grinding balls 
which are substantially consumed in the production of taconite, 
the material of which primarily is added to and becomes a part 
of the material being processed. 

( p) The gross receipts from the sale of tangible personal 
property to, and the storage, use or other consumption of such 
property by, any corporation, society, association, foundation, 
or institution organized and operated exclusively for charitable, 
religious or educational purposes if the property purchased is to 
be used in the performance of charitable, religious or educational 
functions, or any senior citizen group or association of groups 
that in general limits membership to persons age 55 or older and 
is organized and operated exclusively for pleasure, recreation and 
other nonprofit purposes, no part of the net earnings of which 
inures to the benefit of any private shareholders; 

( q) The gross receipts from the sale of caskets and burial 
vaults; 

(r) The gross receipts from the sale of cigarettes. 

(s) The gross receipts from the sale of an automobile or other 
conveyance if the purchaser is assisted by a grant from the 
United States in accordance with 38 United States Code, Section 
1901, as amended. 

( t) The gross receipts from the sale to the licensed aircraft 
dealer of an aircraft for which a commercial use permit has been 
issued pursuant to section 360.654, if the aircraft is resold while 
the permit is in effect. 

( u) The gross receipts from the sale of building materials to 
be used in the construction or remodeling of a residence when 
the construction or remodeling is financed in whole or in part 
by the United States in accordance with 38 United States Code, 
Sections 801 to 805, as amended. This exemption shall not be 
effective at time of sale of the materials to contractors, subcon
tractors, builders or owners, but shall be applicable only upon a 
claim for refund to the commissioner of revenue filed by recipients 
of the benefits provided in Title 38 United States Code, Chapter 
21, as amended. The commissioner shall provide by regulation 
for the refund of taxes paid on sales exempt in accordance with 
this paragraph. 

( v) The gross receipts from the sale of textbooks which are 
prescribed for use in conjunction with a course of study in a 
public or private school, college, university and business or trade 
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school to students who are regularly enrolled at such institutions. 
For purposes of this clause a "public school" is defined as one 
that furnishes course of study, enrollment and staff that meets 
standards of the state board of education and a private school 
is one which under the standards of the state board of education, 
provides an education substantially equivalent to that furnished 
at a public school. Business and trade schools shall mean such 
schools licensed pursuant to section 141.25. 

( w) The gross receipts from the sale of and the storage of 
material designed to advertise and promote the sale of merchandise 
or services, which material is purchased and stored for the pur
pose of subsequently shipping or otherwise transferring outside 
the state by the purchaser for use thereafter solely outside 
the state of Minnesota. 

(x) The gross receipt from the sale of residential heating fuels 
in the following manner: 

(i) all fuel oil, coal, wood, steam, propane gas, and L.P. gas 
sold to residential customers for residential use; 

(ii) natural gas sold for residential use to customers who are 
metered and billed as residential users and who use natural gas for 
their primary source of residential heat, for the billing months of 
November, December, January, February, March and April; . 

(iii) electricity sold for residential use to customers who are 
metered and billed as residential users and who use electricity for 
their primary source of residential heat, for the billing months of 
November, December, January, February, March and April. 

(y) The gross receipts from either the sales to or the storage, 
use or consumption of tangible personal property by an organiza
tion of military service veterans or an auxiliary unit of an organiza
tion of military service veterans, provided that: 

( i) the organization or auxiliary unit is organized within the 
state of Minnesota and is exempt from federal taxation pursuant 
to section 501(c), clause (19), of the Internal Revenue Code as 
amended through December 31, 1978; and, 

(ii) the tangible personal property which is sold to or stored, 
used or consumed by the organization or auxiliary unit is for char
itable, civic, educational, or nonprofit uses and not for social, rec
reational, pleasure or profit uses. 

( z) The gross receipts from the sale of tangible personal prop
erty to, and the storage, use or other consumption of such prop
erty by a county agricultural society incorporated pursuant to 
section 38.01 to be used for the purposes of sections 38.01 to 38.28. 

Sec. 6. [EFFECTIVE DATE.] Sections 1 to 4 are effective for 
sales made after December 31, 1979. Section 5 is effective for sales 
made the day following final enactment. 
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ARTICLE V: BUSINESS RELIEF 

Section 1. Minnesota Statutes 1978, Section 273.13, is amended 
by adding a subdivision to read: 

Subd. Sb. [CLASS 3g; SMALL BUSINESS TAX CREDIT.] 
( a) All nonresidential real property deuoted to commercial use 
shall constitute class 3g, and shall be ualued and assessed at 43 
percent of the estimated market ualue thereof. The property tax 
to be paid on property classified pursuant to this subdiuision shall 
be reduced by an amount equal to the tax levy that would be pro
duced by applying a rate of ten mills on the first $25,000 of the 
assessed value of the property, not to exceed $250. 

(b) Certification of the amount of reuenue lost due to the prop
erty tax credit provided in clause (a) shall be made by the county 
auditor and submitted to the commissioner of re,uenue as part of 
the abstract of tax lists required to be filed with the commissioner 
pursuant to section 275.29. The commissioner of revenue shall re
view such certifications to determine their accuracy. He may make 
such changes in the certification as he may deem necessary or 
return a certification to the county auditor for corrections. 

( c) Payment shall be made accordin11 to the procedure provided 
in section 273.13, subdivision 15a, for the purpose of replacing rev
enue lost as a result of the property tax credit provided in clause 
(a). 

( d) Each property tax statement mailed under section 276.04 
to a taxpayer whose real property tax is reduced pursuant to clause 
(a), shall contain a statement of the amount of such reduction in 
dollars, and shall identify the reduction as being "small business 
property tax relief". 

(e) There is annually appropriated from the general fund to 
the commissioner of revenue the amount necessary to make the 
payments provided in clause ( c). 

Sec. 2. Minnesota Statutes 1978, Section 290.06, Subdivision 1, 
is amended to read: 

290.06 LRATES OF TAX; CREDITS AGAINST TAX.] Sub
division 1. LCOMPUTATION, CORPORATIONS.] The privilege 
and income taxes imposed by this chapter upon corporations shall 
be computed by applying to their taxable net income in excess 
of the applicable credits allowed under section 290.21 the :rate ef 
following rates: 

(1) On the first $25,000, nine percent; provided that, in the 
case of a corporation having taxable net income allocated to this 
state pursuant to the provisions of section 290.19 or 290.20, the 
amount of its income subject to this rate shall be that proportion 
of $25,000, which its income allocable to this state bears to its 
total taxable net income; and 

(2) On the remainder, 12 percent. The amount of tax payable 
by a corporation required to file a return shall not be less than 
$100. 
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Sec. 3. Minnesota Statutes 1978, Section 290.06, Subdivision 
2c, is amended to read: 

Subd. 2c. [SCHEDULE OF RATES FOR INDIVIDUALS, 
ESTATES AND TRUSTS.] (a) For taxable years beginning after 
December 31, l-9'7'7 1979, the income taxes imposed by this chap
ter upon individuals, estates and trusts, other than those taxable 
as corporations, shall be computed ·by applying to their taxable 
net income in excess of the applicable credits allowed by section 
290.21, the following schedule of rates: 

(I) On the first $500, one and six-tenths percent; 

(2) On the second $500, two and two-tenths percent; 

(3) On the next $1,000, three and five-tenths percent; 

(4) On the next $1,000, five and eight-tenths percent; 

(5) On the next $1,000, seven and three-tenths percent; 

(6) On the next $1,000, eight and eight-tenths percent; 

(7) On the next $2,000, ten and two-tenths percent; 

( 8) On the next $2,000, eleven and five-tenths percent; 

(9) On the next $3,500, twelve and eight-tenths percent; 

(IO) On all over $12,500, not over $20,000, fourteen percent; 

( 11) On all over $20,000 and not over $27,500, fifteen percent; 

(12) On all over $27,500 aRd net eve: $40,()00 , sixteen per• 
centt 

-fl3* ()n all eve,, $ 1(),()()(), ocveateea JJereeat. 

( b) In lieu of a tax computed according to the rates set forth 
in clause (a) of this subdivision, the tax of any individual tax• 
payer whose taxable net income for the taxable year, reduced by 
the applicable credits allowed by section 290.21, is less than 
$20,000 shall 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 subdivi
sion, 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. 

Sec. 4. Minnesota Statutes 1978, Section 290.361, Subdivision 
2, is amended to read: 

Subd. 2. [COMPUTATION OF TAXABLE NET INCOME.] 
The taxable net income shall be computed in the manner provided 
by this chapter except that in the case of national and state 
banks: (a) the rate shall be l&-64 fl'lf€01lt UBtH ,fum,ary I,~ 
iIBd l;l fl2'Ceat thecea~ter the rate provided in section 290.06, 
subdivision 1; (b) the basic date for the purpose of computing 
gain or loss and depreciation shall be January 1, 1940, instead of 
January 1, 1933; (c) property consisting of investments in bonds, 
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stocks, notes, debentures, mortgages, certificates, or any evidence 
of indebtedness, and any property acquired in liquidation thereof 
when such property is held for investment or for sale, shall not 
be deemed to be capital assets; and ( d) in computing net income 
there shall be allowable as a deduction from gross income, in ~d
dition to deductions otherwise provided for in this act, any divi
dend (not including any distribution in liquidation) paid, within 
the taxable year, to the United States or to any instrumentality 
thereof exempt from federal income taxes, on the preferred stock 
of the bank owned by the United States or such instrumentality. 

Sec. 5. [EFFECTIVE DATE.] Section 1 is effective for taxes 
kvied in 1979, payable in 1980 and thereafter. Sections 2 to 4 
are effective for taxable years beginning after December 31, 1979. 

ARTICLE VI: LOCAL AIDS 

Section 1. Minnesota Statutes 1978, Section 275.51, Subdivision 
3d, is amended to read: 

Subd. 3d. The property tax levy limitation for governmental 
subdivisions in 1977 payable in 1978 and subsequent years shall 
be calculated as follows: 

(a) The sum of the following amounts shall be computed: (1) 
the property tax permitted to be levied in 1976 payable 1977 com
puted pursuant to Minnesota Statutes 1976, Section 275.51, Sub
division 3c, plus 

(2) the amount of any state aids the governmental subdivision 
was entitled to receive in calendar year 1977 pursuant to sections 
477A.01; 298.26; 298.28, subdivisions 1 and la; 298.281, sub
division 1; 298.282; and 294.26, plus 

(3) the amount levied in 1976 payable 1977 pursuant to Min
nesota Statutes 1976, Section 275.50, Subdivision 5, Clauses (a), 
(c), (d), (e), and (f), except for levies made to pay tort judg
ments and make settlements of tort claims or to pay the salaries 
and benefits of municipal and probate court judges, plus 

( 4) the amount levied in 1976 payable 1977 pursuant to Min
nesota Statutes 1976, Section 275.50, Subdivision 5, Clause (g) 
for the administrative costs of public assistance programs or 
county welfare systems, plus 

(5) one-half of the amount of the special levy authorized under 
section 275.50, subdivision 5, clause (n) shall be added to the 
permanent levy limit base of the governmental subdivision in the 
year following the year in which it has been discontinued as a 
special levy pursuant to the provisions of section 275.50, sub
division 5, clause (n). 

(b) The sum computed in clause (a) shall be increased annually 
in the manner provided in section 275.52 to derive the levy limit 
base for successive years. 
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( c) For taxes levied in 1978 payable 1979 and subsequent years, 
the levy limit base is the levy limit base which was computed for 
the immediately preceding year under the provisions of this sec
tion increased according to the provisions of section 275.52. To 
determine the levy limit base for taxes levied in 1979 payable 
1980 and subsequent years, the levy limit base used for taxes 
levied in 1979 payable in 1980 ( a) shall be increased by the excess 
of the amount levied in 1979 for refuse collection and street main
tenance over the amount levied in 1978 payable 1979 for those 
purposes; and (b) in the case of a city of the first class located 
within the metropolitan area defined in section 473.121, sub
division 2, shall be reduced by an amount sufficient to reduce the 
levy limitation for taxes levied in 1979 payable 1980 by 15 percent 
from the preceding year's levy limitation. Any amount levied in 
1976 payable 1977 under the provisions of section 275.50, sub
division 5, clauses (a), (c), (d), (e) or (f) to meet the costs of 
programs, services or legal requirements which cease to exist in a 
subsequent year shall be subtracted from the levy limit base in 
the year in which the programs, services or legal requirements for 
which the levy was made cease to exist. 

( d) The levy limit base shall be reduced by the total amount 
of stste formula aids pursuant to section 4 77 A.01 and taconite 
taxes and aids pursuant to sections 294.26; 298.26; 298.28, sub
division 1; and 298.282, to be paid in the calendar year in which 
property taxes are payable. As provided in section 298.28, sub
division 1, for taxes payable in 1978 and 1979, two cents per tax
able ton, and for taxes payable in 1980 and thereafter, one cent 
per taxable ton of the amount distributed under section 298.28, 
subdivision 1, clause (4) (c) shall not be deducted from the levy 
limit base of the counties that receive that aid. The resulting 
figure is the amount of property taxes which a governmental sub
division may levy for all purposes other than those for which 
special levies and special assessments are made. 

Sec. 2. Minnesota Statutes 1978, Section 275.52, Subdivision 4, 
is amended to read: 

Subd. 4. The levy limit base of a governmental subdivision may 
be increased upon approval by the levy limit review board estab
lished in section 275.551, for the following reasons: 

(a) Any governmental subdivision which spent money from its 
surplus funds for nonspecial levy purposes in calendar year 1971 
may have its levy limit base increased by an amount not to exceed 
the amount of revenue it used from surplus funds for nonspecial 
levy purposes in calendar year 1971. 

(b) Any governmental subdivision which has been required to 
provide new services because of changes in state law, whether or 
not the changed law directly mandates new services, may have its 
levy limit base increased by an amount not to exceed the amount 
required to finance the services, provided that the services may 
not be financed by special levies or special assessments. 



2094 JOURNAL OF THE SENATE [53RD DAY 

( c) Any governmental subdivision which has been required to 
provide new or expanded services because of annexations, con
solidations, mergers or new incorporations since 1970 may have 
its levy limit base increased by an amount not to exceed the 
amount required to finance the general operating costs involved in 
such services. 

( d) Any city or township having statutory city powers which 
has a levy limit base per capita that is below SQ 85 percent of 
the arithmetic average of the levy limit bases per capita for cities 
and townships having statutory city powers in the same county 
may have its levy limit base increased by an amount not to exceed 
the amount required to bring its levy limit base per capita up to 
SQ 85 percent of the arithmetic average of levy limit bases per 
capita for all cities and townships having statutory city powers in 
the county which are governed by the provisions of sections 27 5.50 
to 275.59. On or before July 1 ef ~ &REl each au~ year, 
the commissioner of revenue shall certify the average levy limit 
base per capita for each county for purposes of this clause. Pro
vided that if a city or township having statutory powers has re
ceived a levy limit base adjustment from the levy limit review 
board prior to June 1, .t9!1!1- 1979, that city or township may also 
qualify for a base adjustment in accordance with this clause. 

Any governmental subdivision which desires to have its levy limit 
base adjusted under the provisions of this subdivision shall apply 
to the commissioner of revenue, who shall submit all applications 
to the levy limit review board established in section 275.551. Ap
plications shall be in the form and accompanied by the data re
quired by the levy limit review board. Adjustments authorized by 
the levy limit review board shall become a permanent part of the 
levy limit base for the governmental subdivision. The levy limit 
review board may authorize only one levy limit base adjustment for 
any governmental subdivision under this subdivision. 

Sec. 3. Minnesota Statutes 1978, Section 275.53, Subdivision 1, 
is amended to read: -275.53 [GOVERNING CENSUS.] Subdivision 1. For the pur-
pose of determining tlie amount of tax that a governmental sub
division may levy in accordance with a per capita limitation estab
lished by this chapter or the amount of aid that a city or township 
may receive pursuant to section 477 A.01, the population of the 
governmental subdivision shall be that established by the last state 
or federal census, or by a special census taken within the entire 
governmental subdivision pursuant to sections 275.50 to 275.56 or 
to any other law, by a census taken pursuant to BYhdwieieR sub
divisiom la or 2, or by a population estimate made by the metro
politan council, by an order of the Minnesota municipal board pur
suant to section 414.01, subdivision 14, or by an estimate made 
pursuant to subdivision 3, whichever is the most recent as to the 
stated date of count or estimate, up to and including October 1 
of the current levy year. Population changes established after 
October 1 of the current levy year shall not be used in determining 
the levy limitation of a governmental subdivision for the current 
levy year under sections 275.50 to 275.56. 
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Sec. 4. Minnesota Statutes 1978, Section 275.53, is amended 
by adding a subdivision to read: 

Subd. la. Beginning in 1980, the state demographer shall pre
pare an annual population estimate for each city and town having 
a population of 2,500 or more for which the metropolitan council 
does not prepare an annual population estimate. 

Sec. 5. Minnesota Statutes 1978, Section 477A.01, Subdivision 
1, is amended to read: 

477A.01 [LOCAL GOVERNMENT AID.] Subdivision 1. The 
state shall Eli&mll11~ $,jg make available for distribution $64 for 
each person residing in the ~l'Y eerapPieieg eaeh eeuet;r state 
for the calendar year !9-18 1980 and $-99 $70 for calendar year 19;9 
1981 to the several taxing authorities, except school districts, with 
authority to impose taxes on property located in the ee11Rt;r's tem
tel';Y state. For pufPoses of this subdivision the number of persons 
residing in a ee11Rty the state shall be the 1970 federal census popu
lation. F&P the J3U'fl'8Ses ef s;;baivisi6fls ¼ 3, 4, 4a aREl 49; the eellR
iies ef Aeslia, Gai'v&, 9aketa; Heeeepifl, Ramse;r, SeeU; e1rel11dmg 
the eit;Y ef New Fffiglle, &REI WashiRgtee shall oo eeRSidered a 
siegle ~ ~ J)&Ftiee ef the eit;Y ef New PPagae whleh is iR 
Seett Se\lMY shall ho tPeated as if# is ift l.eSu011r ee11Rt;Y, 

Sec. 6. Minnesota Statutes 1978, Section 477A.0l, Subdivision 
2, is amended to read: 

Subd. 2. Every county government except that of a county 
containing a city of the first class shall receive a distribution 
equal to the distribution it was entitled to receive in the preced
ing year pursuant to Minnesota Statutes 1974, Section 477A.01 
plus, for 1980, the sum of $1 for each person residing in the 
county according to the 1970 federal census and, for 1981, 
the sum of $2 for each person residing in the county according 
to the 1970 federal census. The amount necessary to make the 
payments to the counties in excess of the amount of their 1979 
local government aid payments shall be appropriated in addition 
to the amount required to be appropriated pursuant to subdivi
sion 1. 

Sec. 7. Minnesota Statutes 1978, Section 477A.01, Subdivision 
4, is amended to read: 

Subd. 4. ( a) The balance of the distributions in !9!;8 1980 pur
suant to subdivision 1, shall be divided among the several cities and 
towns in the c811Rty.!a te,-~ry ift the prepertiee that the jli'0El\let ef 

the cit;Y &r ~ 19-W fede~al eeru;a,; Jl&p,H&tiee &r the aY8l'ftge 
ef the ~ er ~ W!7Q feeleral eeRS\18 pepulatiee aREl its 8\IP• 
reRt ~laiiee as Eietera>.:eed ~ the f)f'8Villiees ef seetiee 
~, wh¼ehevet, is g¾'eat814 times 

fa+ le the ease ef a eit;Y ~r- tewn eutside the metrepelitae aPea 
as aefiflee iR :eetieR tn.121, ~ ~ 8P 8 eH;Y ~ than a 
e¼t;Y ef the ftPe; elass &r t&wR ;RBiae the metrepelitae a~ea. the 
S\lffi ef its BYepage eit;Y e, .tewe mill l'8te lei' the three immediately 
f)l'8€eEIHtg ~ aiViEled BY threet &r 
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~ !ft the ease m a Hrst class ~ loeated willHft the meif&
pelitan lli'e&; the SYHI 6f -fit 6{) pePeeat m the eell&r amo11at ef its 
~ l¼m¼ta-tiea aM its epeeial levies pllle -flit 4-0 pePeeat el the 
E1e111H' ameYDt ef its aet;;a! l.e\<y, mviEleEI ~ its taeble ¥allie ad-
~ fei, ~ eoatri!n;tioas alild Eli&tr.b11tiea 1eq11iPeEI by ehaptep 
~ le¼' eaeh ef the three immediately )3i'eeeaffig years EIMaed 
~~times 

its ei½' e, toWB ±9'7€ a;;gregate sales ~ as eetemiaed ey iihe 
eemmissieaec ef i'eVOffile hea¼'S te w Slim m the pPeElllet el il¼at 
eale1ilatieR lei' all ei~ee ftfla tewae la the -tem,tepy, state as pro
vided lwrein: 

(1) Funds shall be distributed to all cities and towns which 
are not subject to the levy limitations imposed pursuant to sec
tions 275.50 to 275.56, with the distribution to be based on the 
average equalized mill rate of each city or town. For purposes 
of this clause. "average equalized mill rate" shall be defined 
as the sum of the 1979 mill rate of the city or town plus its 
1978 mill rate plus its 1977 mill rate, multiplied by its 1978 ag
gregate sales ratio as determined by the commissioner of revenue, 
divided by three. 

If the average equalized mill rate of the city or town is 10 or 
less, the city or town will receive a distribution equal to that 
which it received pursuant to Minnesota Statutes 1978, Section 
477 A.OJ for 1979, plus, in the case of a city, the sum of $1 
multiplied by its population as determined under section 275.53. 

If the average equalized mill rate of the city or town is greater 
than 10 but less than or equal to 20, the city or town will receive 
a distribution equal to that which it received pursuant to Min
nesota Statutes 1978, Section 477 A.OJ for 1979, plus the sum 
of $3 multiplied by its population as determined under section 
275.53. 

If the average equalized mill rate of tlw city or town is greater 
than 20. the city or town will receive a distribution equal to 
that which it received pursuant to Minnesota Statutes 1978, Sec
tion 477A.01, for 1979, plus the sum of $5 multiplied by its popu
lation as determined under section 275.53. 

(2) Funds shall be distributed to the city of Minneapolis in an 
amount equal to the amount distributed to that city for 1979 pur
suant to Minnesota Statutes 1978, Section 477A.01. 

(3) The funds remaining after distribution has been made pur
suant to paragraphs (1) and (2) shall be distributed according to 
the provisions of this paragraph among the cities and towns, other 
than the city of Minneapolis, which are subject to the levy limita
tions imposed pursuant to sections 275.50 to 275.56. 

(i) For purposes of the 1980 distribution, the "local revenue 
base" of a city or town shall be the sum of its levy limitation for 
taxes levied in 1978 plus the amount of the distribution it received 
for 1979 pursuant to Minnesota Statutes 1978, Section 477A.Ol, 
except that the "local revenue base" of a city of the first class 
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located within the metropolitan area defined in section 473.121, 
subdivision 2 shall be the sum of its levy limitation for taxes le.vied 
in 1978, multiplied by .85, plus the amount of the distribution it 
received for 1979 pursuant to Minnesota Statutes 1978, Section 
477A.01. 

(ii) A preliminary state aid factor shall be established for each 
city and town by subtracting from the local revenue base, an 
amount equal to ten mills multiplied by the 1979 taxable valuation 
of the city or town, adjusted for the contributions and distribu
tions required by chapter 473F in the case of a city or town located 
within the metropolitan area and less the captured value in any 
tax increment district, divided by its 1978 aggregate sales ratio 
as determined by the commissioner of revenue. 

(iii) A final state aid factor shall be established for each city 
and town by adjusting the preliminary state aid factor to comply 
with the following restrictions: 

The final state aid factor for a city or town shall be an amount 
which is equal to or greater than an amount computed pursuant 
to the following: 

If the average equalized mill rate of the city or town is 10 or 
less, the final state aid factor of the city or town shall be at least 
equal to the amount which the city or town received pursuant to 
Minnesota Statutes 1978, Section 477 A.OJ for 1979, plus the sum 
of $1 multiplied by its population as determined under section 
275.53. 

If the average equalized mill rate of the city or town is greater 
than 10 but less than or equal to 20, the final state aid factor of 
the city or town will be at least equal to the amount which the city 
or town received pursuant to Minnesota Statutes 1978, Section 
477A.01 for 1979, plus the sum of $3 multiplied by its population 
as determined under section 275.53. 

If the average equalized mill rate of the city or town is greater 
than 20, the final state aid factor of the city or town will be at 
least equal to the amount which the city or town received pur
suant to Minnesota Statutes 1978, Section 477A.Ol, for 1979, plus 
the sum of $5 multiplied by its population as determined under 
section 275.53. 

The final state aid factor for any city or town shall not exceed 
the previous year's distribution under Minnesota Statutes 1978, 
Section 477 A.OJ by more than the following percent: if a city 
received more than $100 per capita in 1979 pursuant to Minnesota 
Statutes 1978, Section 477 A.OJ, using the population determined 
pursua,zt to Minnesota Statutes 1978, Section 275.53, 12 percent; 
if more than $75 per capita but less than or equal to $100 per 
capita, 15 percent; if more than $50 per capita but less than or 
equal to $75 per capita, 17 percent; or if less than $50 per capita, 
20 percent. 

(iv) The amount of the distribution for which a city or a town 
is eligible under this paragraph shall be determined as follows: 
For each city or town, its final state aid factor increase shall be 
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the difference between its final state aid factor determined pur
suant to this paragraph and the amount of distribution which 
it received for 1979 pursuant to Minnesota Statutes 1977, Section 
477A.01. The final state aid factor increase of each city or town 
shall be divided by the sum of the final state aid factor increases 
for all cities and towns receiving distributions under this para
graph; that quotient shall be multiplied by the amount of the in
crease in funds available for distribution under this paragraph over 
the sum of the amounts distributed to those cities and towns for 
1979 pursuant to Minnesota Statutes 1977, Section 477 A.01. That 
product, plus the distribution the city or town received pursuant to 
Minnesota Statutes 1977, Section 477A.01 for 1979, shall equal 
the distribution to be distributed to the city or town for 1980. 

(v) The final distribution made to each city or town pursuant 
to this paragraph shall be in an amount which is at least equal to 
the distribution received by that city or town for 1979 pursuant 
to Minnesota Statutes 1978, Section 477A.01, but which does not 
exceed the amount of the city's or town's 1979 distribution by 
more than the following percent: if a city received more than $100 
per capita in 1979 pursuant to Minnesota Statutes 1978, Section 
477 A.OJ, using the population determined pursuant to Minnesota 
Statutes 1978, Section 275.53, 12 percent; if more than $75 per 
capita but less than or equal to $100 per capita, 15 percent; if 
more than $50 per capita but less than or equal to $75 per capita, 
17 percent; or if less than $50 per capita, 20 percent. 

(vi) If the amount distributed to a city or town by paragraph 
(iv) is limited by paragraph (v) the distribution to other cities 
and towns that receive aid under paragraph (3) shall be propor
tionately increased as necessary to absorb the difference. In no 
event shall a city's or town's distribution exceed the city's or 
town's 1979 distribution by more than the following percent: if a 
city received more than $100 per capita in 1979 pursuant to Min
nesota Statutes 1978, Section 477 A.OJ, using the population deter
mined pursuant to Minnesota Statutes 1978, Section 275.53, 12 
percent; if more than $75 per capita but less than or equal to 
$100 per capita, 15 percent; if more than $50 per capita but less 
than or equal to $75 per capita, 17 percent; or if less than $50 
per capita, 20 percent. 

(b) The balance of the distributions in ~ 1981 pursuant to 
subdivision 1 shall be divided among the several cities and towns in 
the eo11nty's teuitory ift the f»'aportioft that the prodaet of 

the eity 8P ~ ~ foElePa! e-eBSQS popiilatioft 8P the M•erage 
ef the ei-ty!s 8i' tewn!,; ~ foEleral eeftSaS pep!H!ltioft aM i.;s eai'· 
reat pep1datieft as Eletel.'HHBeEI IHMHll the pro•;isioftS of seetioft 
27!i.!i3, whiehe•1er is great-, times 

-fat ift the e!IBe ef a eity er -tewn ol!tsiEle tac metropelitaft ™ 
115 ElelifteEI in seetieft 473.Hll, Bl!BW'lisieft 2; er a eity ether thaft a 
eity ef the 1irs; elass er tewft iftSiEle the metrepolitaft -, the 6llHI 
ef i.;s 9?.'erage eity er teWft mill rate fer the ~e immeEliately 
preeeaiftg years Eli-,ided by~ er 
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-{et ffl tile ease ef a first ela£e ei¼r loeateEl within tAe rnebe 
pelUaR area; the sum ef #t ~ pel'e~nt ef tile <iell!w ameam ef it;s 
leyy Jirnitaiien anEl it;s &p8eial lerRes pill8 {ii)- 4Q pereent ef tile 
dellar ameant ei its aetaal ~ EiwiEieEl by its taHble ¥alae aEl
jaeteEI fer ;he eenbihatiens anEl Elistllieatien reqakeEl by eh&11ter 
~ fer eaeh ef ;he~ irnrneEliately preeeEling yelH\9 IIMEleEl by 
;JH,ee,mnes 

its eity &P tewn 19n aggregate sales ratie as EleterrnineEl by ;he 
e&IP1Pissiener el l'e'.'i!nae hears te ;he 8111P ef ihe preElael; ef ihat 
ealealatien fer all eities anti tewne in ;he territery. state as pro
vided herein: 

(1) Funds shall be distributed to all cities and towns which are 
not subject to the levy limitations imposed pursuant to sections 
275.50 to 275.56, with the distributions to be based on the aver
age equalized mill rate of each city or town. For purposes of this 
clause, "average equalized mill rate" shall be defined as the sum 
of the 1980 mill rate of the city or town plus its .1979 mill rate 
plus its 1978 mill rate, multiplied by its 1979 aggregate sales ratio 
as determined by the commissioner of revenue, divided by three. 

If the average equalized mill rate of the city or town is 10 or 
less, the city or town will receive a distribution equal to that 
which it received pursuant to clause ( a) for 1980, plus, in the 
case of a city, the sum of $1 multiplied by its population as deter
mined under section 275.53. 

If the average equalized mill rate of the city or town is greater 
than 10 but less than or equal to 20, the city or town will receive 
a distribution equal to that which it received pursuant to clause 
(a) /Qr 1980, plus the sum of $4 multiplied by its population as 
determined under section 275.53. 

If the average equalized mill rate of the city or town is greater 
than 20, the city or town will receive a distribution equal to that 
which it received pursuant to clause (a), for 1980, plus the sum 
of $6 multiplied by its population as determined under section 
275.53. 

(2) The funds remaining after distribution has been made 
pursuant to paragraph (1) shall be distributed according to the 
provisions of this paragraph among the cities and towns which are 
subject to the levy limitations imposed pursuant to sections 275.-
50 to 275.56. 

(i) For purposes of the 1981 distribution, the "local revenue 
base" of a city or town shall be its local revenue base computed ac
cording to clause (a) paragraph (3) for purposes of the 1980 dis
tribution, provided that, in the case of a city which received its 1980 
aid distribution pursuant to clause (a), paragraph (2), a local 
revenue base shall be computed for it according to the provisions 
of clause (a), paragraph (3); these revenue bases shall be in
creased as follows: 

The 1980 local revenue base will be multiplied by the percentage 
of increase from June, 1979, to June, 1980 in the revised consumer 
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price index for all urban consumers for the Minneapolis-St. Paul 
metropolitan area prepared by the United States department of 
labor with 1967 as a base year. The product of that computation 
will be added to the 1980 local revenue base. The inflation-ad
justed base shall also be increased by the percentage increase in 
the population of the city or town during the preceding year as 
determined according to section 275.53. After adjustment for 
population increase the inflation-adjusted local revenue base of 
each city and town shall also be increased by (1) the amount of 
its special levies levied in 1979 to pay the costs of principal and 
interest on bonded indebtedness incurred in 1979 for the purpose 
of providing capital replacement for streets, curbs, gutters, storm 
sewers and bridges plus (2) any adjustments made to the levy 
limit base of the city or town pursuant to section 1 for purposes 
of refuse collection and street maintenance; and (3) any adjust
ments made to the levy limit base of the city or town pursuant to 
section 275.52, subdivision 4, clause (d). 

(ii) A preliminary state aid factor shall be established for each 
city and town by subtracting from the local revenue base, ten 
mills multiplied by the 1980 taxable valuation of the city or town 
divided by its 1979 sales ratio as determined by the commissioner 
of revenue. 

(iii) A final state aid factor shall be established for each city 
and town by adjusting the preliminary state aid factor to comply 
with the following restrictions: 

The final state aid factor for a city or town shall be an amount 
which is equal to or greater than an amount computed pursuant 
to the following: 

If the average equalized mill rate of the city or town is 10 or 
less, the final state aid factor of the city or town shall be at least 
equal to the amount which the city or town received pursuant to 
clause (a) for 1980, plus the sum of $1 multiplied by its popula
tion as determined under section 275.53. 

If the average equalized mill rate of the city or town is greater 
than 10 but less than or equal to 20, the final state aid factor 
for the city or town shall be at least equal to the amount which 
the city or town received pursuant to clause ( a) for 1980, plus 
the sum of $4 multiplied by its population as determined under 
section 275.53. 

If the average equalized mill rate of the city or town is greater 
than 20, the final state aid factor for the city or town shall be 
at least equal to the amount which the city or town received pur
suant to clause (a) for 1980, plus the sum of $6 multiplied by 
its population as determined under section 275.53. 

The final state aid factor for any city or town shall not exceed 
the previous year's distribution under section 477 A.01 by more 
than the following percent: if a city received more than $100 
per capita in 1980 pursuant to clause ( a) of this subdivision 
using the population determined pursuant to section 275.53, 12 
percent; if more than $75 per capita but less than or equal to 
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$100 per capita, 15 percent; if more than $50 per capita but less 
than or equal to $75 per capita, 17 percent; or if less than $50 
per capita, 20 percent. 

(iv) The amount of the distribution for which a city or town 
is eligible under this paragraph shall be determined as follows: 
For each city or town; its final state aid factor increase shall be 
the difference between its final state aid factor determined pur
suant to this paragraph and the amount of distribution which it 
received pursuant to clause (a). The final state aid factor in
crease of each city or town shall be divided by the sum of the 
final state aid factor increases for all cities and towns receiving 
distributions under this paragraph; that quotient shall be mul
tiplied by the amount of the increase in funds available for dis
tribution under this paragraph over the amount distributed 
under clause (a), paragraphs (2) and (3). That product, plus 
the distribution the city or town received pursuant to clause (a), 
shall equal the distribution to be distributed to the city or town 
for 1981. 

(v) The final distribution made to each city or town pursuant 
to this paragraph shall be in an amount which is at least equal 
to the distribution received by that city or town for 1980 pur
suant to clause (a), but which does not exceed the amount of 
the city's or town's 1980 distribution by more than the fo[!owing 
percent: if a city received more than $100 per capita in 1980 
pursuant to clause ( a) of this subdivision using the population 
determined pursuant to section 275.53, 12 percent; if more than 
$75 per capita but less than or equal to $100 per capita, 15 per
cent; if more than $50 per capita but less than or equal to $75 
per capita, 17 percent; or if less than $50 per capita, 20 percent. 

(vi) If the amounts distributed to a city or town by paragraph 
(iv) is limited by paragraph (v) the distribution to other cities 
and towns who receive aid under paragraph (2) shall be pro
portionately increased as necessary to absorb the difference. In 
no event shall a city's or town's distribution exceed the city's 
or town's 1980 distribution by more than the following percent: 
if a city received more than $100 per capita in 1980 pursuant to 
clause ( a) of this subdivision using the population determined 
pursuant to section 275.53, 12 percent; if more than $75 per 
capita but less than or equal to $100 per capita, 15 percent; if 
more than $50 per capita but less than or equal to $75 per capita, 
17 percent; or if less than $50 per capita, 20 percent. 

Sec. 8. [REIMBURSEMENT FOR CERTAIN EMPLOYER 
CONTRIBUTIONS.] Subdivision 1. On or before March 1 each 
year, the clerk or chief administrative officer of each municipality 
shall prepare and shall certify to the commissioner of finance the 
amount of employer contributions made during the preceding 
calendar year by the municipality from municipal revenue sources 
(1) to the public employees retirement association, except for the 
public employees police and firefighters' fund, or (2) to the Min
neapolis municipal employees retirement fund, or (3) to a local 
police or firefighters' relief association enumerated in section 69.77, 
subdivision la which has filed an annual financial report pursuant 
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to section 69.051, subdivision 1, and which has complied with the 
requirements of section 69.77. Within 30 days after receipt of the 
required certification, the commissioner of finance shall reimburse 
the municipality for an amount equal to 20 percent of the certified 
amount of employer contributions made to the funds listed in 
clauses (1) and (2) and 15 percent of the certified amount of em
ployer contributions made to the funds listed in clause (3) during 
the preceding taxable year. Payments shall be made pursuant 
to this section in the manner indicated in Minnesota Statutes, 
Section 477 A.01, Subdivision 4b. 

Subd. 2. [APPROPRIATION.] The moneys required to make 
the reimbursement provided for in subdivision 1 are appropriated 
annually to the commissioner of finance from the general fund in 
the state treasury. 

Sec. 9. Minnesota Statutes 1978, Section 477A.03, is amended 
to read: 

477A.03 [APPROPRIATION.] A sum sufficient to discharge 
the duties imposed by section 477A.01, subdivisions 1, 2 and 4e is 
annually appropriated from the general fund to the commissioner 
of revenue. 

Sec. 10. [APPROPRIATION.] The sum of $30,000 is appropri
ated to the state planning agency to meet the cost of providing the 
population estimates required in section 29. 

Sec. 11. [REPEALER.] Minnesota Statutes 1978, Section 
477 A.OJ, Subdivisions 3 and 4a are repealed. 

ARTICLE VII: RAILROADS 

Section 1. Minnesota Statutes 1978, Chapter 270, is amended 
by adding a section to read: 

[270.80] [DEFINITIONS.] Subdivision I. The following words 
and phrases when used in sections I to 13, unless the context clear
ly indicates otherwise, shall have the meanings ascribed to them 
in this section. 

Subd. 2. "Railroad company" means any company which as a 
common carrier operates a railroad or a line or lines of railway 
situated within or partly within Minnesota. 

Subd. 3. "Operating property" means all property, excluding 
land, owned or used by a railroad company in the performance of 
railroad transportation services, including without limitation 
franchises, rights-of-way, bridges, trestles, shops, docks, wharves, 
buildings and structures. 

Subd. 4. "Nonoperating property" means and includes all prop
erty other than property defined in subdivision 3. Nonoperating 
property shall include real property which is leased or rented or 
available for lease or rent to any person which is not a railroad 
company. Vacant land shall be presumed to be available for lease or 
rent if it has not been used as operating property for a period of 
one year preceding the valuation date. 
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Subd. 5. "Commissioner" means the commissioner of revenue. 

Sec. 2. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.81] [TAXATION AND ASSESSMENT OF RAILROAD 
PROPERTY.] Subdivision 1. The operating property of every rail
road company doing business in Minnesota shall be valued by the 
commissioner in the manner prescribed by sections 1 to 13., 

Subd. 2. The nonoperating property of every railroad company 
doing business in Minnesota shall be assessed as otherwise provided 
by law. 

Subd. 3. The commissioner shall have exclusive primary juris
diction to determine what is operating property and what is non
operating property. In making such determination, the commis
sioner shall solicit information and opinions from outside his de
partment and afford all interested persons an opportunity to sub
mit data or views on the subject in writing or orally. Local asses
sors may submit written requests to the commissioner, asking that 
he determine the nature of specific property owned by a railroad 
and located within their assessing jurisdiction. Any determination 
made by the commissioner may be appealed by the assessor to 
the tax court pursuant to Minnesota Statutes, Chapter 271. 

Subd. 4. In no event shall property owned or used by a railroad, 
whether operating property or nonoperating property, be subject 
to tax hereunder unless such property is of a character which 
would otherwise be subject to tax under the provisions of Minne
sota Statutes, Chapter 272. 

Subd. 5. Prior to the promulgation of permanent rules the com
missioner may exercise temporary rule-making authority as pro
vided in section 15.0412, subdivision 5, to implement the pro
visions of this act. The commissioner shall solicit information and 
opinions from outside his department as provided in section 15.-
0412, subdivision 6, before adopting these rules. Notwithstanding 
the provisions of section 15.0412, subdivision 5, ru'les adopted 
pursuant to this section shall be effective until permanent rules 
are adopted pursuant to chapter 15 or until May 1, 1980, which
ever occurs first. 

Sec. 3. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.82] [REPORTS OF RAILROAD COMPANIES.] Sub
division 1. Every railroad company doing business in Minnesota 
shall annually file with the commissioner on or before April 30 a 
report under oath setting forth the information prescribed by the 
commissioner to enable him to make the valuation and equaliza
tion required by sections 1 to 13. 

Subd. 2. The commissioner for good cause may extend the time 
for filing the report required by subdivision 1. 



2104 JOURNAL OF THE SENATE [53RD DAY 

Sec. 4. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.83] [EXAMINATIONS AND INVESTIGATIONS.] Sub
division 1. The commissioner shall have the power to examine or 
cause to be examined any books, papers, records, or memoranda 
revelant to the determination of the valuation of operating prop
erty as herein provided. The commissioner shall have the further 
power to require the attendance of any person having knowledge 
or information in the premises, to compel the production of books, 
papers, records, or memoranda by persons so required to attend, 
to take testimony on matters material to such determination and 
administer oaths or affirmations. 

Subd. 2. For the purpose of making such examinations, the 
commissioner may appoint such persons as he may deem neces
sary. Such persons shall have the rights and powers of the exam
ining of books, papers, records or memoranda, and of subpoenaing 
witnesses, administering oaths and affirmations, and taking of 
testimony, which are conferred upon the commissioner hereby. 
The clerk of any court of record, upon demand of any such person, 
shall issue a subpoena for the attendance of any witness or the 
production of any books, papers, records, or memoranda before 
such person. The commissioner may also issue subpoenas for the 
appearance of witnesses before him or before such persons. Dis
obedience of subpoenas so issued shall be punished by the district 
court of the district in which the subpoena is issued for a con
tempt of the district court. 

Subd. 3. If any railroad company shall refuse or neglect to 
make the report required by this section to the commissioner, 
or shall refuse or neglect to permit an inspection and examina
tion of its property, records, books, accounts or other papers 
when requested by the commissioner, or shall refuse or neglect 
to appear before the commissioner or a person appointed under 
subdivision 2 when required so to do, the commissioner shall 
make the valuation provided for by sections 1 to 13 against thP 
railroad company according to his best judgment on available 
information. 

Sec. 5. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.84] [ANNUAL VALUATION OF OPERATING PROP
ERTY.] Subdivision 1. The commissioner shall annually between 
April 30 and July 31 make a determination of the fair market 
value of the operating property of every railroad company doing 
business in this state as of January 2 of the year in which the 
valuation is made. In determining the fair market value of the 
portion of operating property within this state, the commissioner 
shall value the operating property as a unit, taking into con
sideration the value of the operating property of the entire sys
tem, and shall allocate to this state that part thereof which ,s a 
fair and reasonable proportion of said entire system valuation. 
If the commissioner uses original cost as a factor in determining 
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the unit value of operating property, no depreciation or obso
lescence allowance shall be permitted. However, if the commis
sioner uses replacement cost as a factor in determining the unit 
value of operating property, then a reasonable depreciation and 
obsolescence allowance may be used. 

The commissioner shall give a report to the legislature in Feb
ruary 1980 and in February 1981 on the formu/,a which he has 
used to determine the unit value of railroad operating property 
pursuant to this act. This report shall also contain the valuation 
for payable 1980 and 1981 by company and the taxes payable 
in 1980 and 1981 by company based upon the valuation of oper
ating property. The legislature may review the formula, the val
uation, and the resulting taxes and may make changes in the 
formu/,a that it deems necessary. 

Subd. 2. After the commissioner has determined the fair mar
ket value of the operating property of each railroad company, 
he shall give notice by first class mail to the railroad company 
of the valuation. 

Sec. 6. Minnesota Statutes 1978, Chapter 270, is amended 
by adding a section to read: 

[270.85] [REVIEW OF VALUATION.] A railroad company 
may within 15 days of receipt of the notice of valuation file a 
written request for a conference with the commissioner relating 
to the value of its operating property. The commissioner shall 
thereupon designate a time and place for the conference which 
he shall conduct, upon commissioner's entire file~ and records 
and such further information as may be offered. Said confer
ence shall be held no later than 30 days after mailing of the 
commissioner's valuation notice. At a reasonable time after such 
conference the commissioner shall make a final determination 
of the fair market value of the operating property of the railroad 
company and shall notify the company promptly thereof. 

Sec. 7. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.86] [APPORTIONMENT OF VALUATION.] Upon de
termination by the commissioner of the fair market value ol the 
operating property of each railroad company, he shall apportion 
such value to the respective counties and to the taxing districts 
therein in conformity with fair and reasonable rules and stan
dards to be established by the commissioner pursuant to notice 
and hearings, except as provided in section 2. In establishing 
such rules and standards the commissioner may consider ( aJ 
the physical situs of all station houses, depots, docks, wharves, 
and other buildings and structures with an original cost in excess 
of $10,000; (b) the proportion that the length and type of all the 
tracks used by the railroad in such county and taxing district 
bears to the length and type of all the track used in the state; 
and (c) other facts as will result in a fair and equitable oppor
tionment of value. 

Sec. 8. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 
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[270.87] [CERTIFICATION TO COUNTY ASSESSORS.] 
When the commissioner has made his annual determination of the 
fair market value of the operating property of each company in 
each of the respective counties, and in the taxing districts therein, 
he shall certify the fair market value to the county assessor, which 
sf,aU constitute the fair market value of the operating property 
of the railroad company in such county and the taxing districts 
therein upon which taxes shall be levied and collected in the same 
manner as on the commercial and industrial property of such 
county and the taxing districts therein. 

Sec. 9. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.88] [PROCEEDINGS AND APPEALS.] The commis
sioner's final determination under section 6 and his certification 
to county assessors under section 8 shall be final orders appealable 
to the tax court in accordance with chapter 271. Appeals by rail
road companies under this act shall be taken against the commis
sioner and not against the county or taxing district to which pay
ment is made. Upon the filing of any appeal by a railroad com
pany, the commissioner shall give notice thereof by first class mail 
to each county which would be affected by the appeal. 

Sec. 10. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.89] [APPLICABILITY OF OTHER PROVISIONS.] 
Section 297A.25, subdivision 1, clause (1) shall remain applicable 
to railroad companies subject to this act. 

Sec. 11. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.90] [PAYMENT OF TAXES IN 1980 AND 1981 ONLY.] 
For the years 1979 and 1980 only, after the commissioner has 
determined the market value of the operating property of each 
company under the provisions of sections 5 and 6, he shall compute 
the assessed value of the operating property by applying the classi
fication percentage contained in section 273.13, subdivision 9. By 
March 1, 1980 and 1981, the commissioner shall compute the tax 
due from each company by applying the average statewide mill 
rate. The statement of taxes shall be sent to each company on or 
before April 1, 1980 and 1981, and shall indicate the assessed 
value of operating property, the mill rate applied in determining 
the taxes and the total amount of taxes due and payable. That 
amount shall be compared to the amount of gross earnings tax 
imposed under section 13 of this act. If the amount paid pursuant 
to section 13 is less than the amount computed in this section, the 
additional tax shall be payable to the commissioner and shall be 
deposited by him in the general fund of the state treasury. The 
provisions of section 279.01 pertaining to due dates and penalties 
for late payment of taxes for nonhomestead property shall be ap
plicable to the taxes payable under this section. If the amount paid 
pursuant to section 13 exceeds the amount computed in this sec
tion, the commissioner shall refund the amount of excess within 
60 days. The amounts necessary to make the refunds provided in 
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this section are appropriated to the commissioner from the general 
fund in the state treasury. 

Sec. 12. Minnesota Statutes 1978, Section 272.02, Subdivision 
1, is amended to read: 

272.02 [EXEMPT PROPERTY.] Subdivision 1. Except as pro
vided in other subdivisions of this section or in section 272.025, 
all property described in this section to the extent herein limited 
shall be exempt from taxation: 

( 1) All public burying grounds; 

(2) All public schoolhouses; 

(3) All public hospitals; 

( 4) All academies, colleges, and universities, and all seminaries 
of learning; 

(5) All churches, church property, and houses of worship; 

(6) Institutions of purely public charity; 

(7) All public property exclusively used for any public pur
pose; 

( 8) All natural cheese held in storage for aging by the original 
Minnesota manufacturer; 

(9) (a) Class 2 property of every household of the value of 
$100, maintained in the principal place of residence of the owner 
thereof. The county auditor shall deduct such exemption from 
the total valuation of such property as equalized by the revenue 
commissioner assessed to such household, and extend the levy 
of taxes upon the remainder only. The term "household" as 
used in this section is defined to be a domestic establishment 
maintained either (1) by two or more persons living together 
within the same house or place of abode, subsisting in common 
and constituting a domestic or family relationship, or (2) by 
one person. 

(b) During the period of his active service and for six months 
after his discharge therefrom, no member of the armed forces 
of the United States shall lose status of a householder under para
graph (a) which he had immediately prior to becoming a member 
of the armed forces. 

In case there is an assessment against more than one member 
of a household the $100 exemption shall be divided among the 
members assessed in the proportion that the assessed value of 
the Class 2 property of each bears to the total assessed value 
of the Class 2 property of all the members assessed. The Class 
2 property of each household claimed to be exempt shall be lim
ited to property in one taxing district, except in those cases where 
a single domestic establishment is maintained in two or more 
adjoining districts. 

Bonds and certificates of indebtedness hereafter issued by the 
state of Minnesota, or by any county or city of the state, or any 
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town, or any common or independent school district of the state, 
or any governmental board of the state, or any county or city 
thereof, shall hereafter be exempt from taxation; provided, that 
nothing herein contained shall be construed as exempting such 
bonda from the payment of a tax thereon, as provided for by 
section 291.01, when any of such bonds constitute, in whole or 
in part, any inheritance or bequest, taken or received by any 
person or corporation. 

(10) Farm machinery manufactured prior to 1930, which is 
used only for display purposes as a collectors item; 

( 11) The taxpayer shall be exempted with respect to, all agri
cultural products, inventories, stocks of merchandise of all sorts, 
all materials, parts and supplies, furniture and equipment, manu
facturers material, manufactured articles inclualng the inven
tories of manufacturers, wholesalers, retailers and contractors; 
and the furnishings of a room or apartment in a hotel, rooming 
house, tourist court, motel or trailer camp, tools and machinery 
which by law are considered as personal property, and the prop
erty described in section 272.03, subdivision 1 (c), except per
sonal property which is part of an electric generating, transmis
sion, or distribution system or a pipeline system transporting or 
distributing water, gas, or petroleum products or mains and pipes 
used in the distribution of steam or hot or chilled water for 
heating or cooling buildings and structures. Railroad docks and 
wharves which are part of the operating property of a railroad 
company as defined in section 1 are not exempt. 

(12) Containers of a kind customarily in the possession of the 
consumer during the consumption of commodities, the sale of 
which are subject to tax under the provisions of the excise tax 
imposed by Extra Session Laws 1967, Chapter 32; 

(13) All livestock, poultry, all horses, mules and other animals 
used exclusively for agricultural purposes; 

(14) All agricultural tools, implements and machinery used 
by the owners in any agricultural pursuit. 

(15) Real and personal property used primarily for the abate
ment and control of air, water, or land pollution to the extent 
that it is so used. 

Any taxpayer requesting exemption of all or a portion of any 
equipment or device, or part thereof, operated primarily for the 
control or abatement of air or water pollution shall file an applica
tion with the commissioner of revenue. Any such equipment or 
device shall meet standards, regulations or criteria prescribed by 
the Minnesota Pollution Control Agency, and must be installed 
or operated in accordance with a permit or order issued by that 
agency. The Minnesota Pollution Control Agency shall upon re
quest of the commissioner furnish information or advice to the 
commissioner. If the commissioner determines that property quali
fies for exemption, he shall issue an order exempting such prop
erty from taxation. Any such equipment or device shall continue 
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to be exempt from taxation as long as the permit issued by the 
Minnesota Pollution Control Agency remains in effect. 

Sec. 13. Minnesota Statutes 1978, Section 295.02, is amended 
to read: 

295.02 [ANNUAL RETURN.] Every railroad company owning 
or operating any line of railroad situated within, or partly within, 
this state shall, annually, pay to the commissioner of revenue, in 
lieu of all taxes upon all property within this state owned or oper
ated for railway purposes by such company, including equipment, 
appurtenances, appendages and franchises thereof, a sum of money 
equal to five two percent of the gross earnings derived from the 
operation of such line of railway within this state. 

On or before September first, annually, each such railroad 
company shall file a true and just return of all such gross earnings 
for the six months ending June thirtieth, next preceding, and the 
tax of five two percent thereon shall become due and payable to 
the state of Minnesota, in manner provided by law, on September 
first. 

On or before March first, annually, each such railroad company 
shall file a true and just return of all such gross earnings for the 
six months ending December thirty-first, next preceding, and tax 
of five two percent thereon shall become due and payable to the 
state of Minnesota, in manner provided by law, on March first. 
The payments of such sums at the times hereinbefore set forth 
shall be in full and in lieu of all other taxes upon the property and 
franchises so taxed. 

Such returns shall be filed with the commissioner, in such form 
as he shall prescribe, and the provisions of chapter 294 and acts 
amendatory thereto, shall be applicable to such railroad companieR 
and to the returns and the taxes submitted therewith by them. 

The lands acquired bv public grant shall be and remain exempt 
from taxation until sold or contracted to be sold or conveyed, as 
provided in the respective acts whereby such grants were made 
or recognized. 

Sec. 14. Minnesota Statutes 1978, Sections 295.01, Subdivision.• 
2 and 3; 295.02; 295.03; 295.04; 295.05; 295.12; 295.13; and 
295.14 are repealed. 

Sec. 15. Section 14 shall be effective beginning for taxable years 
after December 31, 1980. The remainder of this article is effective 
after December 31, 1978. 

ARTICLE VIII: PAYMENTS IN LIEU 

Section 1. [DEFINITIONS.] Subdivision 1. For the purpose of 
sections 1 to 5, the terms defined in this section have the meanings 
given them. 

Subd. 2. "Commissioner" means the commissioner of natural 
resources. 
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Subd. 3. "Acquired natural resources land" means any land 
presently administered by the commissioner in which the state 
acquired by purchase, condemnation, or gift, a fee title interest in 
lands which were previously privately owned. 

Subd. 4. "Other natural resources land" means any other land 
presently owned in fee title by the state and administered by the 
commissioner, or any tax-forfeited land, other than platted lots 
within a city, which is owned by the state and administered by the 
commissioner or by the county in which it is located. 

Sec. 2. There is annually appropriated to the commissioner 
of natural resources from the general fund for payment to counties 
within the state an amount equal to $3 multiplied by the number 
of acres of acquired natural resources land, 75 cents multiplied by 
the number of acres of county-administered other natural re
sources land, and 37 .5 cents multiplied by the number of acres 
of commissioner-administered other natural resources land located 
in each county as of July I of each year. Lands for which payments 
in lieu are made pursuant to section 97.49, subdivision 7, and Laws 
1973, Chapter 567, shall not be eligible for payments under this 
section. Each county auditor shall certify to the department of 
natural resources during July of each year the number of acres of 
county-administered other natural resources land within his coun
ty. The department of natural resources may, in addition to the 
certification of acreage, require descriptive lists of land so certi
fied. The commissioner of natural resources shall determine and 
certify the number of acres of acquired natural resources land and 
commissioner-administered natural resources land within each 
county. 

Sec. 3. Payments to the counties shall be made from the general 
fund durin[i! the month of January of the year next following certi
fication. There shall be deducted from amounts paid any amounts 
paid to a county or township during the preceding year pursuant 
to sections 84A.51, 89.036, 97.49. subdivision 3, and 272.68, sub
division 3 with respect to the lands certified pursuant to section 2. 

Sec. 4. Forty percent of the total payment to the county shall 
be deposited in the county [i/eneral revenue fund to be used to 
provide property tax levy reduction. The remainder shall be dis
tributed by the county in the following priority: 

( a) 37.5 cents for each acre of county-administered other nat
ural resources land shall be deposited in a resource development 
fund to be created within the county treasury for use in resource 
development, forest management, game and fish habitat improve
ment, and recreational development and maintenance of county
administered other natural resources land. Any county receiving 
less than $5,000 annually for the resource development fund may 
elect to deposit that amount in the county general revenue fund; 

(b) From the funds remaining, each organized township shall 
receive 30 cents per acre of acquired natural resources land and 
7.5 cents per acre of other natural resources land located within 
its boundaries. Payments for natural resources lands not located 
in an organized township shall be deposited in the county general 
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revenue fund. Payments to counties and townships pursuant to 
this paragraph shall be used to provide property tax levy reduction. 
Provided that, if the total payment to the county pursuant to sec
tion 2 is not sufficient to fully fund the distribution provided for 
in this clause, the amount available shall be distributed to each 
township and the county general revenue fund on a pro rata basis; 
and 

( c) Any remaining funds shall be deposited in the county gen
eral revenue fund. Provided that, if the distribution to the county 
general revenue fund exceeds $60,000, the excess shall be used to 
provide property tax levy reduction. 

Sec. 5. Minnesota Statutes 1978, Section 275.51, Subdivision 
3d, is amended to read: 

Subd. 3d. The property tax levy limitation for governmental 
subdivisions in 1977 payable in 1978 and subsequent years shall 
be calculated as follows: 

(a) The sum of the following amounts shall be computed: (1) 
the property tax permittea to be levied in 1976 payable 1977 
computed pursuant to Minnesota Statutes 1976, Section 275.51, 
Subdivision 3c, plus 

(2) the ·amount of any state aids the governmental subdivision 
was entitled to receive in calendar year 1977 pursuant to sections 
4 77 A.01; 298.26; 298.28, subdivisions 1 and la; 298.281, subdivi
sion 1; 298.282; and 294.26, plus 

(3) the amount levied in 1976 payable 1977 pursuant to Min
nesota Statutes 1976, Section 275.50, Subdivision 5, Clauses 
(a), (c), (d), (e), and (f), except for levies made to pay tort 
judgments and make settlements of tort claims or to pay the 
salaries and benefits of municipal and probate court judges, plus 

( 4) the amount levied in 1976 payable 1977 pursuant to Min
nesota Statutes 1976, Section 275.50, Subdivision 5, Clause (g) 
for the administrative costs of public assistance programs or 
county welfare systems, plus 

(5) one-half of the amount of the special levy authorized under 
section 275.50, subdivision 5, clause (n) shall be added to the 
permanent levy limit base of the governmental subdivision in the 
year following the year in which it has been discontinued as a spe
cial levy pursuant to the provisions of section 275.50, subdivision 
5, clause (n). 

(b) The sum computed in clause (a) shall be increased annu
ally in the manner provided in section 275.52 to derive the levy 
limit base for successive years. 

(c) For taxes levied in 1978 payable 1979 and subsequent 
years, the levy limit base is the levy limit base which was com
puted for the immediately preceding year under the provisions 
of this section increased according to the provisions of section 
275.52. Any amount levied in 1976 payable 1977 under the pro
visions of section 275.50, subdivision 5, clauses (a), (c), (d), (e) or 
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(f) to meet the costs of programs, services or legal requirements 
which cease to exist in a subsequent year shall be subtracted 
from the levy limit base in the year in which the programs, ser
vices or legal requirements for which the levy was made cease 
to exist. 

· ( d) The levy limit base shall be reduced by the total amount 
of state formula aids pursuant to section 477 A.01 and taconite 
taxes and aids pursuant to sections 294.26; 298.26; 298.28, sub
division 1; and 298.282 ; ; and the payments in lieu of taxes to a 
county pursuant to section 2 which are required to be used to 
provide property tax levy reduction, to be paid in the calendar 
year in which property taxes are payable. As provided in section 
298.28, subdivision 1, for taxes payable in 1978 and 1979, two 
cents per taxable ton, and for taxes payable in 1980 and there
after, one cent per taxable ton of the amount distributed under 
section 298.28, subdivision 1, clause (4) (c) shall not be deducted 
from the levy limit base of the counties that receive that aid. The 
resulting figure is the amount of property taxes which a govern
mental subdivision may levy for all purposes other than those 
for which special levies and special assessments are made. 

Sec. 6. [EFFECTIVE DATE.] This article is effective July I, 
1979. 

ARTICLE IX: CIGARETTE TAX ADMINISTRATION 

Section 1. Minnesota Statutes 1978, Section 270.06, is amended 
to read: 

270.06 [POWERS AND DUTIES.] It shall be the duty of the 
commissioner of revenue and he shall have power and authority: 

(1) To have and exercise general supervision over the admin
istration of the assessment and taxation laws of the state, over 
assessors, town, county, and city boards of review and equalization, 
and all other assessing officers in the performance of their duties, 
to the end that all assessments of property be made relatively 
just and equal in compliance with the laws of the state; 

(2) To confer with, advise and give the necessary instructions 
and directions to local assessors and local boards of review through
out the state as to their duties under the laws of the state, and 
to that end call meetings of local assessors of each county, to be 
held at the county-seat of such county, for the purpose of re
ceiving necessary instructions from the commissioner as to the 
laws governing the assessment and taxation of all classes of pr9p
erty, which meetings at least one member of each local board of 
review shall attend. 

(3) To direct proceedings, actions, and prosecutions to be insti
tuted to enforce the laws relating to the liability and punishment 
of public officers and officers and agents of corporations for failure 
or negligence to comply with the provisions of the laws of this 
state governing returns of assessment and taxation of property, 
and to cause complaints to be made against local assessors, mem-
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hers of boards of equalization, members of boards of review, or 
any other assessing or taxing officer, to the proper authority, 
for their removal from office for misconduct or negligence of duty. 

(4) To require county attorneys to assist in the commence
ment of prosecutions in actions or proceedings for removal, for
feiture and punishment for violation of the laws of this state in 
respect to the assessment and taxation of property in their respec
tive districts or counties; 

(5) To require town, city, county, and other public officers to 
report information as to the assessment of property, collection of 
taxes received from licenses and other sources, and such other 
information as may be needful in the work of the department of 
revenue, in such form and upon such blanks as he may prescn"be; 

( 6) To require individuals, copartnerships, companies, associa
tions, and corporations to furnish information concerning their 
capital, funded or other debt, current assets and liabilities, earn
ings, operating expenses, taxes, as well as all other statements now 
required by law for taxation purposes; 

(7) To summon witnesses to appear and give testimony, and 
to produce books, records, papers and documents relating to any 
tax matter which he may have authority to investigate or deter
mine; 

( 8) To cause the deposition of witnesses residing within or 
without the state, or absent therefrom, to be taken, upon notice to 
the interested party, if any, in like manner that depositions of 
witnesses are taken in civil actions in the district court, in any 
matter which he may have authority to investigate or determine; 

(9) To investigate the tax laws of other states and countries and 
to formulate and submit to the legislature such legislation as he 
may deem expedient to prevent evasions of assessment and taxing 
laws, and to secure just and equal taxation and improvement in the 
system of assessment and taxation in this state; 

(10) To consult and confer with the governor upon the subject 
of taxation, the administration of the laws in regard thereto, and 
the progress of the work of the department of revenue, and to 
furnish the governor, from time to time, such assistance and infor
mation as he may require relating to tax matters; 

(11) To transmit to the governor, on or before the third Mon
day in December of each even-numbered year, and to each mem
ber of the legislature, on or before November 15 of each even 
numbered year, the report of the department of revenue for the 
preceding years, showing all the taxable property in the state and 
the value of the same, in tabulated form; 

(12) To visit at least one-half of the counties of the state an
nually and every county in the state at least once in two years and 
inquire into the methods of assessment and taxation and ascertain 
whether the assessors faithfully discharge their duties, particularly 
as to their compliance with the laws requiring the assessment of 
all property not exempt from taxation; 
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(13) To exercise and perform such further powers and duties 
as may be required or imposed upon the commissioner of revenue 
bylaw; 

(14) The commissioner of revenue may promulgate rules and 
regulations for the administration and enforcement of the property 
tax. Such rules and regulations shall have the force and effect 
of law; 

(15) To execute and administer any agreement with the secre
tary of the treasury of the United States regarding the exchange 
of information and administration of the tax laws of both the 
United States and the state of Minnesota,; 

(16) To administer and enforce the provisions of sections 325.64 
to 325.76, the Minnesota unfair cigarette sales act. 

ARTICLE X: GIFTS TO MINORS 

Section 1. Minnesota Statutes 1978, Section 292.04, is amended 
to read: 

292.04 [EXEMPTIONS.] The following transfers by gift shall 
be exempt from and excluded in computing the tax imposed by this 
chapter: 

(1) Gifts to or for the use of the United States of America or 
any state or any political subdivision thereof for exclusively public 
purposes; 

(2) Gifts to or for the use of any fund, foundation, trust, asso
ciation, organization or corporation operated within this state for 
religious, charitable, scientific, literary, or educational purposes 
exclusively, including the promotion of the arts, or the conduct 
of a public cemetery, if no part thereof inures to the profit of any 
private shareholder or individual. Gifts to or for the use of any 
corporation, fund, foundation, trust, or association operated for 
religious, charitable, scientific, literary, or educational purposes, 
including the promotion of the arts, or the conduct of a public 
cemetery, no part of which inures to the profit of any private 
shareholders or individual, shall be exempt, if at the date of the 
gift, the laws of the state under the laws of which the donee is or
ganized or existing either (1) do not impose a gift tax in respect of 
property transferred to a similar corporation, fund, foundation, trust, 
or association, organized or existing under the laws of this state, or 
(2) contain a reciprocal provision under which gifts to a similar 
corporation, fund, foundation, trust, or association organized or 
existing under the laws of another state are exempt from gift taxes 
if such other state allows a similar exemption to a similar c01:po
ration, fund, foundation, trust, or association, organized or existing 
under the laws of such state; 

(3) Gifts to a fraternal society, order, or association operating 
under the lodge system, but only if such gifts are to be used ex
clusively for the purposes designated in clause (2); 

( 4) Gifts to or for the use of posts or organizations of war vet
erans, or auxiliary units or societies of any such posts or organ-
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izations, if such posts, organizations, units or societies are organ
ized within the state of Minnesota and if such gifts are to be used 
exclusively for the purposes designated in clause (2); 

(5) All property transferred, money, service, or other thing of 
value, paid, furnished, or delivered by any person, corporation, 
organization, or association to his or its employees, or to any 
organization of his or its employees, directly or indirectly, or to 
any person, firm, or corporation for them or it, including payments 
to cover insurance, sickness, and death benefits, pensions, relief 
activities, or to any other employees benefit fund of any kind, and 
medical service to such employees and their families; 

(6) The first $3,000 in value of gifts (other than of future inter
ests in property) made to any person by the donor during any 
calendar year. No part of a gift to a minor donee shall be con
sidered a gift of future interest in property for purposes of this 
clause if it complies with the provisions of the Minnesota uniform 
gifts to minors act, chapter 527, or if it is a transfer for the bene
fit of a minor, and if the property and income therefrom: 

(a) May be expended by or for the benefit of the donee before 
his attaining the age of U 21 years; and 

(b) Will to the extent not so expended 

(1) pass to the donee on his attaining the age of U 21 years and 

( 2) in the event the donee dies before attaining the age of U 
21 years, be payable to the estate of the donee, or as he may ap
point under a general power of appointment as defined in section 
2514(C) of the Internal Revenue Code of 1954; 

(7) Gifts to an employee stock ownership trust as defined in 
section 290.01, subdivision 5. Where the beneficiaries of a stock 
ownPrship trust include the transferor. his spouse, children, grand
children, parents, siblings or their children, the amount of the 
exemption shall be reduced by the product of multiplying said 
amount by their percentage interest in the trust. 

Sec. 2. [REFUND.] Persons who paid gift taxes after June 1, 
1973 on a transfer excludable pursuant to section 1 shall be en
titled to a refund of taxes paid provided a claim is made to the 
commissioner pursuant to the procedures of section 292.12. 

Sec. 3. [APPROPRIATION.] There is appropriateil from the 
fi!eneral fund to the commissioner of revenue the amount necessary 
to make the refunds provided by section 2. 

Sec. 4. [EFFECTIVE DATE.] This article is retroactively ef
fective June 1, 1973." 

Delete the title and insert: 
"A bill for an act relating to taxation; providing certain modi

fications of gross income; increasing and extending certain credits 
against income tax; increasing the maximum standard deduction; 
providing for computation of charitable contribution deduction; 
imposing one-month moratorium on withholding of tax from 
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wages; providing for valuation of agricultural land for school aids 
purposes; increasing the state share of certain income maintenance 
payments; reducing certaiu property assessment ratios; extending 
agricultural homestead treatment to noncontiguous land; pro
viding for certain levies; increasing the homestead credit; elim
inating the limited market value; increasing certain property tax 
refund amounts; abolishing the inheritance tax; establishing an 
estate tax; repealing the gift tax; reducing the rate of sales and 
u~ tax on farm machinery; providing sales tax exemptions for 
certain organizations; reducing the rates of tax on corporate, banks 
and individual income; providing a property tax credit for com
mercial property; increasing the amount and providing for the 
distribution of aids to local governments; providing state assist
ance for municipal pension costs; altering the tax treatment of 
railroads; providing for payment in lieu of taxes on certain lands; 
requiring the commissioner of revenue to administer the Minne
sota unfair cigarette sales act; providing retroactive gift tax 
exemption for certain gifts to minors; appropriating money; 
amending Minnesota Statutes 1978, Sections 124.212, Subdivision 
10; 256.82; 256D.03, Subdivision 2; 256D.36, Subdivision 1; 270.-
06; 272.02, Subdivision 1; 273.11, Subdivision 2; 273.13, Sub
divisions 4, 5a, 6, 7, and 14a, and by adding a subdivision; 273.17, 
Subdivision 1; 275.125, Subdivision 6a; 275.51, Subdivision 3d; 
290.01, Subdivision 20; 290.012, Subdivision 3; 290.06, Sub
divisions 1, 2c, 3c, 3d, and 3e, and by adding subdivisions; 290.-
081; 290.09, Subdivision 15; 290.14; 290.21. Subdivision 3; 290.23, 
by adding a subdivision; 290.361, Subdivision 2; 290A.03, Sub
divisions 3 and· 11; 290A.04, Subdivisions 2, 2a, 2b, and 3; 291.005, 
Subdivision 1; 291.01; 291.03; 291.05; 291.051; 291.06; 291.065: 
291.07, Subdivision 1; 291.08; 291.09. Subdivisions 5 and 7, and 
by adding subdivisions; 291.11, Subdivision l; 291.111, Sub
division 1; 291.132; 291.14; 291.19. Subdivision 3; 291.20. Sub
division 1; 291.27; 291.33, Subdivision 1; 292.04; 295.02; 297A.
Ol. by adding a subdivision; 297 A.02; 297 A.14; 297 A.24; 297 A.25, 
Subdivision 1; 352.15, Subdivision 1; 353.15; 354.10; 354A.ll; 
477A.Ol. Subdivisions 1, 2 and 4; 524.3-706; 524.3-916; 524.3-
1001: 525.091, Subdivisions I and 2: 525.312; 525.71; 525.74; and 
525.841; and Chapters 270, 273 and 291, by adding sections: re
pealing Minnesota Statutes 1978, Sections 3A.08; 273.11, Sub
division 2; 290.06. Subdivision 12; 291.02; 291.07, Subdivisions 2 
and 2a; 291.09, Subdivisions l. 2, 3 and 4: 291.10; 291.11, Sub
divisions 2, 3. 4, 5. 6. 7, 8. and 9; 291.12. Subdivision 4; 291.19. 
Subdivision 5; 291.20, Subdivision 3: 291.22; 291.23; 291.24: 
291.25; 291.26: 291.29. Subdivisions l. 2, 3 and 4; 291.30; 291.:lA · 
291.35; 291.36: 291.37: 291.38: 291.39: 291.40;· 292.01; 292.02: 
292.03: 292.031: 292.04; 292.05: 292.06; 292.07; 292.08; 29?..09; 
292.105; 292.111: 292.112; 292.12; 292.125: 292.14: 292.15; 295.-
01. Subdivisions 2 and 3; 295.02; 295.03; 295.04; 295.05; 295.12; 
295.13; 295.14; and 477A.01, Subdivisions 3 and 4a." 

The motion prevailed. So the amendment was adopted. 

Mr. Sieloff moved to amend H. F. No. 1495, as amended 
by the Senate May 14, 1979, as follows: 
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(The text of the amended House File is identical to S. F. No. 
1567.) 

Page 8, line 25, delete "$10,000" and insert "$12,000" 
Page 8, line 25, strike "less" 
Page 8, line 28, strike the old language 
Page 8, line 29, before the period, strike the old language and 

delete the new language 
Page 9, line 1, delete "$10,000" and insert "$12,000" 
Page 9, line 1, strike "; this subtraction" 
Page 9, strike line 2 
Page 9, line 3, strike everything through "of" and delete 

"$15,000" 

CALL OF THE SENATE 

Mr. Sieloff imposed a call of the Senate for the balance of 
the proceedings on H. F. No. 1495. The following Senators an
swered to their names: 
Anderson Frederick Knoll Penny 
Ashbach Gearty Knutson Perpich 
Bang Gunderson Laufenburger Peterson 
Benedict Hanson Lessard Pillsbury 
Bernhagen Hughes Luther Purfeerst 
Brataas Humphrey McCutcheon Renneke 
Chenoweth Jensen Menning Rued 
Chmielewski Johnson Merriam Schaaf 
Coleman Keefe, J. Moe Schmitz 
Davies Keefe, S. Nelson Setzepfandt 
Dieterich Kirchner Nichols Sieloff 
Dunn Kleinbaum Ogdahl Sikorski 
Engler Knaak Olhoft Sillers 

Solon 
Spear 
Stsples 
Stokowski 
Strand 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
We_gener 
Willet 

The Sergeant at Arms was instructed to bring in the absent 
members. · . 

The question was taken on the amendment of Mr. Sieloff. 
Mr. Mccutcheon moved that those not voting be excused from 

voting. The motion did not prevail. 
Mr. Ashbach moved that those not voting be excused from 

voting. The motion prevailed. 

The roll was called, and there were yeas 21 and nays 32, as 
follows: 

Those who voted in the affirmative were: 
Ashbach Engler Knaak Renneke 
Bang Frederick Knoll Rued 
Bernhagen Jensen Knutson Sieloff 
Bratsas Keefe, J. Ogdahl Sillers 
Dunn Kirchner Pillsbury Ueland, A. 

Those who voted in the negative were: 
Anderson 
Benedict 
Chmielewski 
Coleman 
Davies 

Dieterich 
Gearty 
Gunderson 
Hanson 
Humphrey 

Johnson 
Keefe, S. 
Kleinbaum 
Luther 
McCutcheon 

Menning 
Merriam 
Nelson 
Nichols 
Olhoft 

Ulland,J. 

Olson 
Perpich 
Schaaf 
Schmitz 
Solon 
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Spear 
Staples 

Stokowski 
Stumpf 

Tennesaen V- Wegener 

The motion did not prevail. So the amendment was not adopted. 

Mr. Frederick moved to amend H.F. No. 1495, as follows: 

- Delete everything after the enacting clause and insert: 

"ARTICLE I 
INCOME TAX BRACKET EXPANSION 

Section 1. Minnesota Statutes 1978, Section 290.06, Subdivision 
2c, is amended to read: 

Subd. 2c. [SCHEDULE OF RATES FOR INDIVIDUALS, 
ESTATES AND TRUSTS.] (a) For taxable years beginning after 
December 31, ten 1978, the income taxes imposed by this chapter 
upon individuals, estates and trusts, other than those taxable as 
corporations, shall be computed by applying to their taxable net 
income in excess of the applicable credits allowed by section 290.21, 
the following schedule of rates: 

(1) On the first $e90 $600, one and six-tenths percent; 

(2) On the second $eClO $600, two and two-tenths percent; 

( 3) On the next $1i004) $1,200, three and five-tenths percent; 

( 4) On the next~ $1,200, five and eight-tenths percent; 

(5) On the next$1i004) $1,200, seven and three-tenths percent; 

(6) On the next~ $1,200, eight and eight-tenths percent; 

(7) On the next $ll;OOQ $2,400, ten and two-tenths percent; 

(8) On the next~ $2,400, eleven and five-tenths percent; 

(9) On the next $3,eQO $4,200, twelve and eight-tenths percent; 

(10) On all over $1-2,liQQ $15,000, and not over $30,QQQ $24,000, 
fourteen percent; 

(11) On all over $30,QQQ $24,000, and not over $37,liQQ $33,000, 
fifteen percent; 

(12) On all over $37,liQQ $33,000, and not over $40,QQQ $48,000, 
sixteen percent; . . 

(13) On all over $40,QQQ $48,000, seventeen percent. 

( b) In lieu of a tax computed according to the rates set forth 
in clause (a) of this subdivision, the tax of any individual taxpayer 
whose taxable net income for the taxable year, reduced by the appli
cable credits allowed by section 290.21, is less than $20,000 shall 
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 commis
sioner 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. 
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Sec. 2. Minnesota Statutes 1978, Section 290.06, Subdivision 3d, 
is amended to read: 

Subd. 3d. [CREDITS AGAINST TAX.] The taxes due as com
puted in accordance with section 290.06, subdivision 2c , and 3c ; 
&IIQ 3e shall be credited with the following amounts: 

(1) A credit equal to his tax liability in the case of: 

(a) An unmarried claimant with an income of $4;809 $5,280 or 
less; 

(b) A claimant with one dependent, with an income of $6,800 
$6,240 or less; 

(c) A claimant with two dependents, with an income of $e;9QG 
$7,200 or less; 

(d) A claimant with three dependents, with an income of~ 
$8,040 or less; 

(e) A claimant with four dependents, with an income of $8;400 
$8,760 or less; and 

(f) A claimant with five or more dependents, with an income of 
$8,900 $9,360 or less. 

(2) In the case of a claimant with an income in excess of that 
set forth in the appropriate category of clause (1), he may pay 
a tax equal to 15 percent of that portion of his income that is in 
excess of the amount set forth in the appropriate category of 
clause (1), or his tax obligation as it would have been in the 
absence of section 290.012 and this subdivision, whichever is less. 

(3) The total income of the claimant and his spouse, if any, 
shall be the figure employed for the purposes of this subdivision. 
No individual dependent upon and receiving his chief support 
from any other individual may be a claimant under section 
290.012 and this subdivision. The commissioner of revenue shall 
prescribe the additional forms or alterations in existing forms 
as necessary to c;omply with the provisions of section 290.012 and 
this subdivision. All claimants shall submit their returns on 
these forms. 

The commissioner of revenue shall provide alternative tax ta
bles which will include these credits. 

Sec. 3. Minnesota Statutes 1978, Section 290.06, is amended 
by adding a subdivision to read: 

Subd. Sf. [INFLATION ADJUSTMENT.] The commissioner 
of revenue shall determine and announce by September 1, 1981, 
the percentage increase from June, 1980, to June, 1981, in the 
revised urban consumer price index for the Minneapolis-St. Paul 
metropolitan area prepared by the United States department of 
labor with 1967 as a base year. The taxable net income brackets 
in subdivision 2c and the income exclusion amounts contained in 
subdivision 3d shall be increased by that percentage rounded to 
the nearest dollar to produce the inflation adjusted taxable net 
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income brackets and exclusion amounts for the taxable year be
ginning after December 31, 1980. 

The commissioner of revenue shall determine and announce 
by September 1, 1982, and each succeeding year, the percentage 
increase from June, 1981, to June, 1982, and each year thereafter, 
in the revised all urban consumer price index described above. 
The taxable net income brackets in subdivision 2c and the income 
exclusion amounts contained in subdivision 3d as adjusted in the 
previous year shall be increased by that percentage rounded to 
the nearest dollar to produce the inflation adjusted taxable net 
income brackets and exclusion amounts for the taxable year be
ginning after December 31, 1981, and each succeeding taxable 
year. 

Sec. 4. [EFFECTIVE DATE.] Sections 1 and 2 are effective 
for taxable years beginning after December 31, 1978. Section 3 
is effective for taxable years beginning after December 31, 1980 
and subsequent years. 

ARTICLE II 

INCOME TAX CREDITS 

Section 1. Minnesota Statutes 1978, Section 290.012, Sub
division 3, is amended to read: 

Subd. 3. "Dependent" means an individual dependent upon and 
receiving his chief support from the claimant. Payments for support 
of minor children 116 !)Pe¥iEieEI iB seetiee 29Q,Q72, 011bEliv4siee 3 
under a temporary or final decree of dissolution or legal separa
tion , shall be considered as payments by the claimant for the sup
port of a dependent. For the purposes of section 290.06, subdivision 
3d, a spouse except a divorced or separated spouse shall be con
sidered to be a dependent. 

Sec. 2. Minnesota Statutes 1978, Section 290.06, Subdivision 3c, 
is amended to read: 

Subd. 3c. [CREDrrs AGAINST TAX.] Notwithstanding the 
provisions of subdivision 3a for taxable years which begin after 
December 31, ~ 1978, the taxes due under the computation in 
accordance with section 290.06 shall be credited with the following 
amounts: 

( 1) In the case of an unmarried individual, and, ~ 116 fll'9· 
¥itlea in flltl'llgraflh e in the case of the estate of a decedent, $40 
$48, and in the case of a trust, $5; 

(2) In the case of a married individual, living with husband or 
wife, and in the case of a head of a household, $89 $96. If such 
husband and wife make separate returns the personal exemption 
may be taken by either or divided between them; 

( 3) In the case of an individual, $4G $48 for each person ( other 
than husband or wife) dependent upon and receiving his chief sup
port from the taxpayer. One taxpayer only shall be allowed this 
credit with respect to any given dependent. In the case of the head 
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of a household, a credit for one dependent shall be disallowed. A 
payment to a divorced or separated wife spouse , other than a pay
ment ei the kiBEI 1efeReEl te ill seel;iea 290,9n, swilli¥isiea 3 for 
support of minor children under a temporary order or final decree 
of dissolution or legal separation , shall not be considered a pay
ment by the husllaa~ other spouse for the support of any de
pendent. 

(4) (a) In the case of an unmarried individual who has attained 
the age of 65 before the close of his taxable year, an additional $00 
$48; 

(b) In the case of an unmarried individual who is blind at the 
close of the taxable year, an additional $00 48; 

( c) In the case of a married individual, living with husband or 
wife, an additional $00 $48 for each spouse who has attained the 
age of 65 before the close of the individual's taxable year, and an 
additional $00 $48 for each spouse who is blind at the close of the 
individual's taxable year. If such husband and wife make separate 
returns, these credits may be taken by either or divided between 
them; 

(d) For the purposes of sub-paragraphs (b) and (c) of para
graph ( 4), an individual is blind if his central visual acuity does not 
exceed 20/200 in the better eye with correcting lenses, or if his 
visual acuity is greater than 20/200 but is accompanied by a 
limitation in the fields of vision such that the widest diameter of 
the visual field subtends an angle no greater than 20 degrees. 

( e) In the case of an unmarried individual who is deaf at close 
of the taxable year, an additional $00 $48. 

(f) In the case of a married individual, an additional $00 $48 
for each spouse who is deaf at the close of the taxable year. If the 
husband and wife make separate returns, these credits may be 
taken by either or divided between them. 

(g) In the case of an individual, an additional $00 $48 for each 
person ( other than a spouse) who is deaf and dependent upon and 
receiving his chief support from the taxpayer. 

(h) For the purposes of subparagraphs (e), (f) and (g) of 
paragraph ( 4), an individual is deaf if the average loss in the 
speech frequencies (500-2000 Hertz) in the better ear, unaided, is 
92 decibels, American National Standards Institute, or worse. 

(ii In the case of an unmarried individual who is quadriplegic 
at the close of the taxable year, an additional $48; 

(j) In the case of a married individual, livin11 with a spouse, an 
additional $48 for each spouse who is a quadriplegic at the close 
of the taxable year; and 

(k) In the case of an individual, another $48 for each person, 
other than a spouse, who is dependent upon and receiving his chief 
supTJOrt from the taxpayer, and who is a quadriplegic at the close 
of the taxable year. 
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~ ( 5) In the case of an insurance company, it shall receive a 
credit on the tax computed as above equal in amount to any taxes 
based on premiums paid by it during the period for which the 
tax under Extra Session Laws 1967, Chapter 32, is imposed by 
virtue of any law of this state, other than the surcharge on premi
ums imposed by Extra Session Laws 1933, Chapter 53 as amended; 

f!B- (6) In the case of a non-resident individual, credits under 
paragraphs 1, 2, 3; 4 aaEI a and 4 shall be apportioned in the pro
portion of the gross income from sources in Minnesota to the gross 
income from all sources, and in any event a minimum credit of 
$5 shall be allowed. 

(7) [INFLATION ADJUSTMENT.] The commissioner of rev
enue shall determine and announce by September 1, 1981, the per
centage increase from June, 1980, to June, 1981, in the revised all 
urban consumer price index for the Minneapolis-St Paul metropol
itan area prepared by the United States department of labor with 
1967 as a base year. The credits provided in this subdivision shall 
be increased by that percentage rounded to the nearest dollar to 
produce the inflation adjusted credit amounts for the taxable year 
beginning after December 31, 1980. 

The commissioner of revenue shall determine and announce by 
September 1, 1982, and each succeeding year, the percentage in
crease from June, 1981, to June, 1982, and each year thereafter, 
in the revised all urban consumer price index described above. The 
credit amounts provided in this subdivision as adjusted in the 
previous year shall be increased by that percentage rounded to the 
nearest dollar to produce the inflation adjusted credit amounts 
for the taxable year beginning after December 31, 1981, and each 
succeeding taxable year. 

Sec. 3. Minnesota Statutes 1978, Section 290.06, Subdivision 
11, is amended to read: 

Subd. 11. [CONTRIBUTIONS TO POLITICAL PARTIES 
AND CANDIDATES.] Ia lieu ef the ereE!it agaiRSt ta,mhle Rei; 
iMeme pFe¥iEioo by seet!sa l!9().U; soodi•,.isiea 3, elauae ~ A 
taxpayer may take a credit al(ainst the tax due under this chapter 
of 50 percent but not more than ~ $50 of his contributions to ~ 
political party, as defined by section 200.02, subdivision 7, and 
candidate. A married couple, filing jointly, may take a similar credit 
of not more than $&() $100. No credit shall be allowed under this 
subdivision for a contribution to anv candidate, other than a 
candidate for elective judicial office, who has not siimed an agree
ment to limit his campaign expenditures as provided in section 
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1 0A.32, subdivision 3b. The commissioner of revenue shall provide 
in the tax instruction booklet language understandable to a person 
of average intelligence which states that the taxpayer may only 
claim a credit against his tax due for contributions to candidates 
for (a) judicial office or (b) statewide or legislative office who 
have agreed to limit t)ieir expenditures. For purposes of this sub
division, "candidate" means a candidate as defined in section 
lOA.01, subdivision 5, or a candidate for United States congres
swnal office from the state of Minnesota. A taxpayer taking a 
credit pursuant to this subdivision may not deduct a contribution 
under sectiQn 4. The department of revenue shall provide on the 
first page of the Minnesota tax form an appropriate provision for 
the credit provided by this subdivision. 

This credit shall be allowed only if the contribution is verified 
in the manner the commissioner of revenue shall prescribe. 

Sec. 4. Minnesota Statutes 1978, Section 290.09, is amended by 
adding a subdivision to read: 

Subd. 30. [POLITICAL CONTRIBUTIONS.] An amount for 
contributi-Ons made within the taxable year to a candidate, as de
fined in section 210A.01, subdivision 3, a political party or a po
litical cause shall be allowed as a deduction, unless contributions 
to the candidate or political party would qualify for a credit under 
section 3 of this article. The maximum allowable deducti-On under 
this subdivision shall be $100 for an individual and $200 for a 
married couple, filing a joint return. A taxpayer who deducts a 
contribution pursuant to this subdivision may not take a contri
bution credit pursuant to section 3 of this article, in the same 
taxable year. 

Sec. 5. Minnesota Statutes 1978, Section 290.21, Subdivision 
3, is amended to read: 

Subd. 3. An amount for contribution or gifts made within the 
taxable year: 

(a) to or for the use of the state of Minnesota, or any of its 
political subdivisions for exclusively public purposes, 

(b) to or for the use of any community chest, corporation, 
organization, trust, fund, association, or foundation located in and 
carrying on substantially all of its activities within this state, 
organized and operating exclusively for reliinous, charitable, public 
cemetery, scientific, literary, artistic, or educational purposes, or 
for the prevention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any private 
stockholder or individual, 

(c) to a fraternal society, order, or association, operating under 
the lodge system located in and carrying on substantially all of 
their activities within this state if such contributions or gifts are 
to be used exclusively for the purposes specified in subdivision 
3 (b), or for or to posts or organizations of war veterans or auxil
iary units or societies of such posts or organizations, if they are 
within the state and no part of their net income inures to the 
benefit of any private shareholder or individual, or to an employee 
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stock ownership trust as defined in section 290.01, subdivision 25. 
Where the beneficiaries of a stock ownership trust include the 
transferor, his spouse, children, grandchildren, parents, siblings 
or their children, the amount of the deduction shall be reduced by 
the product of multiplying said amount by their percentage in
terest in the trust, 

( d) to or for the use of the United States of America for ex
clusively public purposes, and to or for the use of any community 
chest, corporation, trust, fund, association, or foundation, orga
nized and operated exclusively for any of the purposes specified in 
subdivision 3(b) and (c) no part of the net earnings of which 
inures to the benefit of any private shareholder or individual, but 
not carrying on substantially all of their activities within this 
state, in an amount equal to the ratio of Minnesota taxable net 
income to total net income, provided, however, that for an individ
ual taxpayer, the credit shall be allowed in an amount equal to the 
ratio of the taxpayer's gross income from sources within the state 
to the taxpayer's gross income from all sources. 

-fet te a pelmeal ~ as ElefineEl in seetieR 200,02, sal11liYieieR 
!1; Qi' a 11elitieal e&RdiElate, aa ElefineEl HI seeti8'R 210A.0l, * a 
11elitieal eause when S!'SRBereEl hy &Ry~* asseeia"en Oi' eem
mitteeJ as defined in seetian 210A.01, iR a Dl&JHIBQBl amo\HK ~ 
te elfeee& the felleMRg? 

f» eeatrihations ~e BY Hleli1rriEktal a&taPal pePSeBS, $IOO, 

fB-} eantrih1:1tiees maEle by a Batioeal eemmi±teemaa, R&iienal 
cemmitteewa-, staw ehairman, 81' state ehairweman ef a 1'81iti
eal ~ as defiReEl iR seetieR 200.02, sahElwisien 7-, U,000, 

-(3-) eentl'i!JaQens · IBIHfe BY a eengreesienal Elifltl'iet eemmiMee 
RlftR er eelllBlitteeweman ef a pelitieal ~. aa ElefineEl iR seetieR 
200.0ll, sahElwisien !1-., $3aO, 

{# eent.m,atieRB Rlllde BY a ee.,nty el1s.i=sn "l' a eeQRty ehaiP
" eman sf a 11elitieal J!Ml;y., "" ElefineEl HI seetieR 200.02, salldi,,•i 
sien!I.,~ 

( f) In the case of an individual, the total credit against taxable 
net income allowable hereunder shall not exceed 30 pepeent ef Mie 
t.a~ep!e Minnes~ta grees meeHM! as fellewa? 

-ffi- the ~ate sf ~ IBIHle te el'g&Rim8"9R8 ~
fied iR -fat, fat IIREl -fa+ shall R&t ~ teR pePeent ef tlte tH}lay 
er'-s MiRReseta gres,, ineeme; 

W the tetal eredits under Mlie saiJ}IQPagPa}lh fep any iaHllle 
,VeQi' shall aet eiieeed 20 1'81'8eM ef Mle t.aK}layeF's MiRBeseta gt'988 
ineeme. 11€-l' '""'JIOses of this sabpmoagmph., the e~eElits 1Hl6eP Mlis 
ceetien ohall Ile eom11ateEl Mtheat t"eg&M te ~ EleElaeaeR alleweEl 
Yll6.er sallparaf,?l'lll'h 4t bat sliall take iRte aeeaant &Ry eentl'illa 
l;iens Eleserilled HI sahparagra11h ~ whieh are iR - ef ihe 
aR181llK allowable as a ei'0di; amler sa!J11lll'llgra1'h {4h the sum of: 

(i) 20 percent of the taxpayer's Minnesota gross income in the 
case of contributions described in clauses ( c) and ( e); and 
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(ii) 50 percent of the taxpayer's Minnesota gross income in the 
case of contributions or gifts described in clauses (a), (b) and. (d), 
reduced by the amount of the credit allowable under subparagraph 
(i), 

( g) in the case of an individual, if the amount of the contribu
tions or gifts described in clauses (a), (b) and (d), when added 
to the amount of contributions described in clauses (c) and (e), 

-payment of which is made in a taxable year, hereinafter referred to 
in this subdivision as the "contribution year", exceeds 50 percent 
of the taxpayer's Minnesota gross income for that year, the excess 
shall be treated as a gift or contribution pursuant to this subdivi
sion, paid in each of the five succeeding taxable years in order of 
time, but with respect to any succeeding taxable year, only to the 
extent of the lesser of the following amounts: 

(i) the amount by which 50 percent of the taxpayer's Minnesota 
gross income for such succeeding taxable year exceeds the sum of 
the contribution and gifts described in this subdivision, payment of 
which is actually made by the taxpayer within such succeeding tax
able year, and the contributions and gifts described in clauses (a), 
(b) and (d), payment of which was made in taxable years before 
the contribution year and which are treated pursuant to this clause 
as having been paid in such succeeding taxable year; or 

(ii) in the first succeeding taxable year, the amount of such 
excess, and in the second, third, fourth and fifth succeeding 
taxable years, the portion of such excess not treated under this 
clause as a contribution or gift described in clauses (a), (b) and 
( d) paid in a taxable year between the contribution year and 
such succeeding taxable year; or 

(iii) if, in a contribution year, the taxpayer's Minnesota gross 
income exceeds $100,000, clause (g) shall not apply and no 
contributions or gifts covered by clause ( g) shall be carried for
ward to a subsequent year, 

fgt(h) in the case of a corporation, the total credit against 
net income hereunder shall not exceed 15 percent .of the taxpayer's 
taxable net income less the credits allowable under this section 
other than those for contributions or gifts. 

-flit (i) in the case of a corporation reporting its taxable income 
on the accrual basis, if: (A) the board of directors authorizes 
a charitable contribution during any taxable year, and (B) pay
ment of such contribution is made after the close of such tax
able year and on or before the fifteenth day of the third month 
following the close of such taxable year; then the taxpayer may 
elect to treat such contribution as paid during such taxable 
year. The election may be made only at the time of the filing of 
the return for such taxable year, and shall be signified in such 
manner as the commissioner shall by regulations prescribet , 

.fit ( j) in the case of a contribution or property placed in 
trust as described in section 170(f) (2) of the Internal Revenue 
Code of 1954, a, amended through December 31, 1976, a credit 
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shall be allowed under this subdivision to the extent that a de
duction is allowable for federal income tax purposes. 

Sec. 6. [REPEALER.] Minnesota Statutes 1978, Section 
290.06, Subdivision 3e; and 290.21, Subdivision 3a, are repealed. 

Sec. 7. [EFFECTIVE DATE.] Section 1 is effective for tax
able years beginning after December 31, 1977. Except as other
wise provided, sections 2, 3, 4 and 5 are effective for taxable 
years beginning after December 31, 1978. 

ARTICLE III 

INCOME TAX RATE REDUCTION 

Section 1. Minnesota Statutes 1978, Section 290.06, Subdivi
sion 2c, is amended to read: 

Subd. 2c. [SCHEDULE OF RATES FOR INDIVIDUALS, 
ESTATES AND TRUSTS.] (a) For taxable years beginning 
after December 31, 19n 1979, the income taxes imposed by this 
chapter upon individuals, estates and trusts, other than those 
taxable as corporations, shall be computed by applying to their tax
able net income in excess of the applicable credits allowed by 
section 290.21, the following schedule of rates: 

(1) On the first $500, one and six-tenth percent; 

(2) On the second $500, two and two-tenths percent; 

(3) On the next $1,000, three and five-tenths percent; 

(4) On the next $1,000, five and eight-tenths percent; 

(5) On the next $1,000, seven and three-tenths percent; 

(6) On the next $1,000, eight and eight-tenths percent; 

(7) On the next $2,000, ten and two-tenths percent; 

(8) On the next $2,000, eleven and five-tenths percent; 

(9) On the next $3,500, twelve and eight-tenths percent; 

(10) On all over $12,500, and not over $20,000, fourteen per
cent; 

(11) On all over $20,000 and not over $27,500, fifteen per-
cent; 

( 12) On all over $27,500 aae aet - $ £9,QQQ, oixteen percent t 

~ Qn all e¥el' $4Q,QQQ, eer,1enteee pe:reen~. 
(b) In lieu of a tax computed according to the rates set forth 

in clause (a) of this subdivision, the tax of any individual taxpayer 
whose taxable net income for the taxable year, reduced by the 
applicable credits allowed by section 290.21, is less than $20,000 
shall 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 coll}
puted at the rates set forth in this subdivision, provided that the 
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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. 

ARTICLE IV 
PENSIONS 

Section 1. Minnesota Statutes 1978, Section 290.01, Subdivision 
20, is amended to read: 

Subd. 20. [GROSS INCOME.] Except as otherwise provided in 
this chapter; the term "gross income," as applied to corporations 
includes every kind of compensation for labor or personal services 
of every kind from any private or public employment, office, posi
tion or services; income derived from the ownership or use of 
property; gains or profits derived from every kind of disposition of, 
or every kind of dealing in, property; income derived from the 
transaction of any trade or business; and income derived from any 
source; except that gross income shall not include "exempt function 
income" of a "homeowners association" as those terms are defined 
in Section 528 of the Internal Revenue Code of 1954, as amended. 

For each of the taxable years beginning after December 31, 
1960 and prior to January 1, 1971, the term "gross income" in its 
application to individuals, estates, and trusts, shall mean the ad
justed gross income as computed for federal income tax purposes 
as defined in the Internal Revenue Code of 1954, as amended 
through December 31, 1970 for the applicable taxable year, with 
the modifications specified in this section. 

For each of the taxable years beginning after December 31, 
1970, the term "gross income" in its application to individuals, 
estates, and trusts shall mean the adjusted gross income as 
computed for federal income tax purposes as defined in the In
ternal Revenue Code of 1954, as amended through the date speci
fied herein for the applicable taxable year, with the modifications 
specified in this section. 

(i) The Internal Revenue Code of 1954, as amended through 
December 31, 1970, shall be in effect for taxable years beginning 
after December 31, 1970 and prior to January 1, 1973. 

(ii) The Internal Revenue Code of 1954, as amended through 
December 31, 1972, shall be in effect for taxable years beginning 
after December 31, 1972. 

(iii) The Internal Revenue Code of 1954, as amended through 
December 31, 1973, shall be in effect for taxable years beginning 
after December 31, 1973. 

(iv) The Internal Revenue Code of 1954, as amended through 
December 31, 1974, shall be in effect for the taxable years begin
ning after December 31, 1974. 

(v) The Internal Revenue Code of 1954, as amended through 
December 31, 1976, including the amendments made to section 
280A (relating to licensed day care centers) in H.R. 3477 as it 
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passed the Congress on May 16, 1977, shall be in effect for the 
taxable years beginning after December 31, 1976. The provisions 
of the Tax Reform Act of 1976, P.L. 94-455, which affect adjusted 
gross income shall become effective for purposes of chapter 290 
at the same time they become effective for federal income tax pur

. poses. Section 207 (relating to extension of period for nonrecog
nition of gain on sale or exchange of residence) and section 402 
(relating to time for making contributions to pension plans of self 
employed people of P.L. 94-12 shall be effective for taxable years 
beginning after December 31, 197 4. 

References to the Internal Revenue Code of 1954 in clauses 
(a), (b) and (c) following shall mean the code in effect for the 
purpose of defining gross income for the applicable taxable year. 

(a) Modifications increasing federal adjusted gross income. 
There shall be added to federal adjusted gross income: 

(1) Interest income on obligations of any state other than 
Minnesota or a political subdivision of any such other state ex
empt from federal income taxes under the Internal Revenue Code 
of 1954; 

( 2) Interest income on obligations of any authority, commis
sion, or instrumentality of the United States, which the laws of 
the United States exempt from federal income tax, but not from 
state income taxes; 

(3) Income taxes imposed by this state or any other taxing 
jurisdiction, to the extent deductible in determining federal ad
justed gross income and not credited against federal income tax; 

(4) Interest on indebtedness incurred or continued to purchase 
or carry securities the income from which is exempt from tax 
under this chapter, to the extent deductible in determining fed
eral adjusted gross income; 

(5) Amounts received as reimbursement for an expense of 
sickness or injury which was deducted in a prior taxable year 
to the extent that the deduction for such reimbursed expenditure 
resulted in a tax benefit; 

( 6) The amount of any federal income tax overpayment for 
any previous taxable year, received as refund or credited to an
other taxable year's income tax liability, proportionate to the 
percentage of federal income tax that was claimed as a deduction 
in determining Minnesota income tax for such previous taxable 
year. 

The overpayment refund or credit, determined with respect 
to a husband and wife on a joint federal income tax return for a 
previous taxable year, shall be reported on joint or separate Min
nesota income tax returns. In the case of separate Minnesota 
returns, the overpayment shall be reported by each spouse pro
portionately according to the relative amounts of federal income 
tax claimed as a deduction on his or her separate Minnesota in
come tax return for such previous taxable year; 

( 7) In the case of a change of residence from Minnesota to 
another state or nation, the amount of moving expenses which 
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exceed total reimbursements and which were therefore deducted 
in arriving at federal adjusted gross income; 

( 8) In the case of property disposed of on or after January 
1, 1973, the amount of any increase in the taxpayer's federal tsx 
liability under section 4 7 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, to the extent of the 
credit under section 38 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, that was previously 
allowed as a deduction either under section 290.01, subdivision 
20 (b) (7) or under section 290.09, subdivision 24; and 

( 9) Expenses and losses arising from a farm which are not 
allowable under section 290.09, subdivision 29; 

(10) Expenses and depreciation attributable to substsndard 
buildings disallowed by section 290.101; and 

( 11) The amount by which the gain determined pursuant to 
section 41.59, subdivision 2 exceeds the amount of such gain 
included in federal adjusted gross income; ·. 

(12) Interest income from qualified scholarship funding bonds 
as defined in section 103 ( e) of the Internal Revenue Code of 
1954, as amended through December 31, 1976, if the nonprofit 
COrPOration is domiciled outside of Minnesots; 

(13) Exempt-interest dividends, as defined in section 
852(b) (5) (A) of the Internal Revenue Code of 1954, as amended 
through December 31, 1976, not included in federal adjusted 
gross income pursuant to section 852(b)(5) (B) of the Internal 
Revenue Code of 1954, as amended through December 31, 1976, 
except for that portion of such exempt-interest dividends derived 
from interest income on obligations of the state of Minnesots, 
any of its political or governments! subdivisions, any of its 
municipalities, or any of its governmental agencies or instru• 
mentslities; 

(14) The amount of any excluded gain realized by a trust on 
the sale or exchange of property as defined in section 641 ( c) (1). 

(b) Modifications reducing federal adjusted gross income. 
There shall be subtracted from federal adjusted gross income: 

(1) Interest income on obligations of any authority, commission 
or instrumentslity of the United Ststes to the extent includible 
in gross income for federal income tax pufPOses but exempt from 
stste income tsx under the laws of the United Ststes; 

(2) The portion of any gain, from the sale or other disposition 
of property having a higher adjusted basis for Minnesots income 
tax purposes than for federal income tsx purposes, that does not 
exceed such difference in basis; but if such gain is considered a long
term capital gain for federal income tax purposes, the modifica• 
tion shall be limited to fifty per centum of such portion of the 
gain. This modification shall not be applicable if the difference 
in basis is due to disallowance of depreciation pursuant to sec• 
tion 290.101. 
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(3) Interest or dividend income on securities to the extent 
exempt from income tax under the laws of this state authorizing 
the issuance of such securities but includible in gross income for 
federal income tax purposes. 

( 4) Losses, not otherwise reducing federal adjusted gross income 
assignable to Minnesota, arising from events or transactions which 
are assignable to Minnesota under the provisions of sections 290.17 
to 290.20, including any capital loss or net operating loss carry
forwards or carrybacks resulting from such losses; 

( 5) If included in federal adjusted gross income, the amount of 
any credit received, whether received as a refund or credit to an
other taxable year's income tax liability, pursuant to chapter 290A, 
and the amount of any overpayment of income tax to Minnesota, 
or any other state, for any previous taxable year, whether such 
amount is received as a refund or credited to another taxable year's 
income tax liability; 

(6) To the extent included in federal adjusted gross income, 
notwithstanding any other law to the contrary, the amount , not 
to exceed $12,000, received by any person (i) from the United 
States, its agencies or instrumentalities, the Federal Reserve Bank 
or from the state of Minnesota or any of its political or govern
mental subdivisions or from any other state or its political or 
governmental subdivisions, or a Minnesota volunteer firefighter's 
relief association, by way of payment as a pension, public em
ployee retirement benefit, or any combination thereof, or (ii) as a 
retirement or survivor's benefit made from a plan qualifying under 
section 401, 403, 404, 405, 408 or 409 of the Internal Revenue 
Code of 1954, as amended through December 31, 1977. !l!he HMW
mWH amoant af this sl¼l!tl'ftetion shall he µ,goo less the SIHI!. ef 
W seeial seearity l'etirement heBefits Feeeived aaril!.g the ts:roble 
~, flit l'ftnfoad fetirement benefits FeeeiveEI aariBg the tuablo 
;Ye&!'; aB4 +e} the am9\ll!.t ey whleh -the imlr,idaal's fedel'ftl oo• 
;il¼steEl gi'8SS il!.eeme aeeeEis $-lo&,~ i.. the ease ef a vohmteer 
firefighter wla& reeeives a;, iB"IOlaatary lamp SUffi <HStriootiel!. ef 
his pensiOI!. er retiFemont benefits, the mamlffilm ftll!.Ol¼Rt ef this 
saetraetiel!. shall he ~ lees the SIHR ef seeial serarity retire
ment eeaefits aRti :mill'Oad retirement beBOlits; this sabtmetien 
shell net he i'eE!ueea ey the am-.t ef the il!.diviel¼al-'e federal 
adjasted gl'eSS ineeme iB e!EOOS& ef $13,000; 

(7) In the case of property acquired on or after January 1, 
1973, the amount of any credit to the taxpayer's federal tax lia• 
bility under section 38 of the Internal Revenue Code of 1954, as 
amended through December 31, 1976, but only to the extent that 
the credit is connected with or allocable against the production or 
receipt of income included in the measure of the tax imposed by 
this chapter; 

(8) The amount of any distribution from a qualified pension or 
profit sharing plan included in federal adjusted gross income in 
the year of receipt to the extent of any contribution not previously 
allowed as a deduction by reason of a change in federal law which 
was not adopted by Minnesota law for a taxable year beginning in 
1974 or later; and 
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(9) Interest, including payment adjustment to the extent that 
it is applied to interest, earned by the seller of the property on a 
family farm security loan executed after December 31, 1977 and 
before January 1, 1982 that is guaranteed by the commissioner of 
agriculture as provided in sections 41.51 to 41.60. 

(c) Modifications affecting shareholders of electing small busi
ness corporations under section 1372 of the Internal Revenue 
Code of 1954, or section 290.972 of this chapter. 

( 1) Shareholders in a small business corporation, which has 
elected to be so taxed under the Internal Revenue Code of 1954, 
but has not made an election under section 290.972 of this chap
ter, shall deduct from federal adjusted gross income the amount of 
any inputed income from such corporation and shall add to federal 
adjusted gross income the amount of any loss claimed as a result 
of such stock ownership. Also there shall be added to federal 
adjusted gross income the amount of any distributions in cash or 
property made by said corporation to its shareholders during the 
taxable year. . 

(2) In cases where the small business corporation has made an 
election under section 1372 of the Internal Revenue Code of 1954, 
but has not elected under section 290.972 of this chapter and said 
corporation is liquidated or the individual shareholder disposes of 
his stock and there is no capital loss reflected in federal adjusted 
gross income because of the fact that corporate losses have ex
hausted the shareholders basis for federal purposes, such share
holders shall be entitled, nevertheless, to a capital loss commen
surate to their Minnesota basis for the stock. 

(3) In cases where the election under section 1372 of the 
Internal Revenue Code of 1954 antedates the election under sec
tion 290.972 of this chapter and at the close of the taxable year 
immediately preceding the effective election under section 290.972 
the corporation has a reserve of undistributed taxable income pre
viously taxed to shareholders under the provisions of the Internal 
Revenue Code of 1954, in the event and to the extent that such 
reserve is distributed to shareholders such distribution shall be 
taxed as a dividend for purposes of this act. 

Items of gross income includible within these definitions shall be 
deemed such regardless of the form in which received. Items of 
gross income shall be included in gross income of the taxable 
year in which received by. a taxpayer unless properly to be ac
counted for as of a different taxable year under methods of ac
counting permitted by section 290.07, except that (1) amounts 
transferred from a reserve or other account, if in effect transfers 
to surplus, shall, to the extent that such amounts were accumu
lated through deductions from gross income or entered into the 
computation of taxable net income during any taxable year, be 
treated as gross income for the year in which the transfer occurs, 
but only to the extent that such amounts resulted in a reduction 
of the tax imposed by this act, and ( 2) amounts received as re
funds on account of taxes deducted from gross income during any 
taxable year shall be treated as gross income for the year in which 
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actually received, but only to the e1tent that such amounts re
sulted in a reduction of the tax imposed by this act. 

( d) Modification in computing taxable income of the estate of 
a decedent. Amounts allowable under section 291.07, subdivision 
1 (2) in computing Minnesota inheritance tax liability shall not be 
allowed as a deduction in computing the taxable income of the 
estate unless there is filed within the time and in the manner and 
fol'l+I prescribed by the commissioner a statement that the 
amounts have not been allowed as a deduction under section 291.-
07 and a waiver of the right to have such amounts allowed at any 
time as deductions under section 291.07. The provisions of this 
paragraph shall not apply with respect to deductions allowed 
under section 290.077 (relating to income in respect of decedents), 
In the event that the election made for federal tax purposes under 
section 642 (g) of the Internal Revenue Code of 1954 differs from 
the election made under this paragraph appropriate modification 
of the estate's federal taxable income shall be made to implement 
the election made under this paragraph in accordance with regula
tions prescribed by the commissioner. 

Sec. 2. [EFFECTIVE DATE.] This article is effective for tax-. 
able years beginning after December 31, 1978. 

ARTICLE V 
MILITARY TAXATION 

Section 1. Minnesota Statutes 1978, Section 290.01, Subdivision 
20, is amended to read: 

Subd. 20. [GROSS INCOME.] Except as otherwise provided 
in this chapter, the term "gross income," as applied to corpora
tions includes every kind of compensation for labor or personal 
services of every kind from any private or public employment, 
office, position or services; income derived from the ownership or 
use of property; gains or profits derived from every kind of dis
position of, or every kind of dealing in, property; income derived 
from the transaction cif any trade or business; and income derived 
from any source; except that gross income shall not include 
"exempt function income" of a "homeowners association" as those 
terms are defined in Section 52B of the Internal Revenue Code 
of 1954, as amended. 

For each of the taxable years beginning after December 31, 
1960 and prior to January 1, 1971, the term "gross income" in its 
application to individuals, estates, and trusts, shall mean the ad
justed gross income as computed for federal income tax purposes 
as defined in the Internal Revenue Code of 1954, as amended 
through December 31, 1970 for the applicable taxable year, with 
the modifications specified in this section. 

For each of the taxable years beginning after December 31, 
1970, the term "gross income" in its application to individuals, 
estates, and trusts shall mean the adjusted gross income as com-
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puted for federal income tax purposes as defined in the Internal 
Revenue Code of 1954, as amended through the date specified 
herein for the applicable taxable year, with the modifications 
specified in this section. 

(i) The Internal Revenue Code of 1954, as amended through 
December 31, 1970, shall be in effect for taxable years beginning 
after December 31, 1970 and prior to January 1, 1973. 

(ii) The Internal Revenue Code of 1954, as amended through 
December 31, 1972, shall be in effect for taxable years beginning 
after December 31, 1972. 

(iii) The Internal Revenue Code of 1954, as amended through 
December 31, 1973, shall be in effect for taxable years beginning 
after December 31, 1973. 

(iv) The Internal Revenue Code of 1954, as amended through 
December 31, 1974, shall be in effect for the taxable years be
ginning after December 31, 1974. 

(v) The Internal Revenue Code of 1954, as amended through 
December 31, 1976, including the amendments made to section 
280A (relating to licensed day care centers) in H. R. 3477 as it 
passed the Congress on May 16, 1977, shall be in effect for the 
taxable years beginning after December 31, 1976. The provisions 
of the Tax Reform Act of 1976, P.L. 94-455, which affect adjusted 
gross income shall become effective for purposes of chapter 290 
at the same time they become effective for federal income tax pur
poses. Section 207 (relating to extension of period for nonrecogni
tion of gain on sale or exchange of residence) and section 402 
(relating to time for making contributions to pension plans of self 
employed people) of P.L. 94-12 shall be effective for taxable 
years beginning after December 31, 1974. 

References to the Internal Revenue Code of 1954 in clauses 
(a), (b) and ( c) following shall mean the code in effect for the 
purpose of defining gross income for the applicable taxable year. 

(a) Modifications increasing federal adjusted gross income. 
There shall be added to federal adjusted gross income: 

(1) Interest income on obligations of any state other than 
Minnesota or a political subdivision of any such other state 
exempt from federal income taxes under the Internal Revenue 
Code of 1954; 

(2) Interest income on obligations of any authority, commis
sion, or instrumentality of the United States, which the laws of 
the United States exempt from federal income tax, but not from 
state income taxes; · 

(3) Income taxes imposed by this state or any other taxing 
,iurisdiction, to the extent deductible in determining federal ad
justed gross income and not credited against federal income tax; 

( 4) Interest on indebtedness incurred or continued to purchase 
or carry securities the income from which is exempt from tax 
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under this chapter, to the extent deductible in determining federal 
adjusted gross income; 

(5) Amounts received as reimbursement for an expense of sick
ness or injury which was deducted in a prior taxable year to the 
extent that the deduction for such reimbursed expenditure re
sulted in a tax benefit; 

(6) The amount of any federal income tax overpayment for 
any previous taxable year, received as refund or credited to 
another taxable year's income tax liability, proportionate to the 
percentage of federal income tax that was claimed as a deduction 
in determining Minnesota income tax for such previous taxable 
year. 

The overpayment refund or credit, determined with respect to 
a husband and wife on a joint federal income tax return for a 
previous taxable year, shall be reported on joint or separate Min
nesota income tax returns. In the case of separate Minnesota re
turns, the overpayment shall be reported by each spouse propor
tionately according to the relative amounts of federal income tax 
claimed as a deduction on his or her separate Minnesota income 
tax return for such previous taxable year; 

(7) In the case of a change of residence from Minnesota to 
another state or nation, the amount of moving expenses whicJ, 
exceed total reimbursements and which were therefore deducted 
in arriving at federal adjusted gross income; 

(8) In the case of property disposed of on or after January 1. 
1973, the amount of any increase in the taxpayer's federal tax 
liability under section 47 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, to the extent of the 
credit under section 38 of the Internal Revenue Code of 1954, as 
amended through December 31. 1976. that was previously allowed 
as a deduction either under section 290.01, subdivision 20 (b) (7) 
or under section 290.09, subdivision 24; and 

(9) Expenses and losses arising from a farm which are not, 
allowable under section 290.09, subdivision 29; 

(10) Expenses and depreciation attributable to substandard 
buildings disallowed by section 290.101; and 

( 11) The amount bv which the gain determined pursuant to 
section 41.59, subdivision 2 exceeds the amount of such gain in
cluded in federal adjusted gross income; 

(12) Interest income from qualified scholarship funding bond· 
as defined in section lO~(p\ of the Internal Revenue Code nf 
1954, as amended through December 31, 1976, if the nonprofit 
corporation is domiciled outside of Minnesota; 

(13) Exempt-interest dividends, as defined in section 
852(b) (5) (A) of the Internal Revenue Code of 1954, as amended 
through December 31, 1976. not included in federal adjusted gross 
income pursual)t to section 852(b) (5) (B) of the Internal Revenue 
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Code of 1954, as amended through December 31, 1976, except for 
that portion of such exempt-interest dividends derived from inter
est income on obligations of the state of Minnesota, any of its 
political or governmental subdivisions, any of its municipalities, 
or any of its governmental agencies or instrumentalities; 

(14) The amount of any excluded gain realized by a trust on 
the sale or exchange of property as defined in section 641(c)(l), 

(b) Modifications reducing federal adjusted gross income. 
There shall be subtracted from federal adjusted gross income: 

(1) Interest income on obligations of any authority, commis
sion or instrumentality of the United States to the extent in
cludible in gross income for federal income tax purposes but 
exempt from state income tax under the laws of the United States; 

( 2) The portion of any gain, from the sale or other disposition 
of property having a higher adjusted basis for Minnesota income 
tax purposes than for federal income tax purposes, that does 
not exceed such difference in basis; but if such gain is considered 
a long-term capital gain for federal income tax purposes, the 
modification shall be limited to fifty per centum of such portion 
of the gain. This modification shall not be applicable if the dif
ference in basis is due to disallowance of depreciation pursuant to 
section 290.101. 

(3) Interest or dividend income on securities to the extent 
exempt from income tax under the laws of this state authorizing 
the issuance of such securities but includi"ble in gross income 
for federal income tax purposes; 

( 4) Losses, not otherwise reducing federal adjusted gross in
come assignable to Minnesota, arising from events or transactions 
which are assignable to Minnesota under the provisions of sections 
290.17 to 290.20, including any capital loss or net operating loss 
carryforwards or carrybacks resulting from such losses; 

( 5) If included in federal adjusted gross income, the amount 
of any credit received, whether received as a refund or credit to 
another taxable year's income tax liability, pursuant to chapter 
290A, and the amount of any overpayment of income tax to 
Minnesota, or any other state, for any previous taxable year, 
whether such amount is received as a refund or credited to an
other taxable year's income tax liability; 

(6) To the extent included in federal adjusted gross income, 
notwithstanding any other law to the contrary, the amount re
ceived by any person (i) from the United States, its agencies 
or instrumentalities, the Federal Reserve Bank or from the state 
of Minnesota or any of its political or governmental subdivisions 
or from any other state or its political or governmental subdivi
sions, or a Minnesota volunteer firefighter's relief association, 
by way of payment as a pension, public employee retirement 
bel)efit, or any combination thereof, or (ii) as a retirement or sur
vivor's benefit made from a plan qualifying under section 401, 
403, 404, 405, 408 or 409 of the Internal Revenue Code of 1954, as 
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amended through December 31, 1977. The maximum amount of 
this subtraction shall be $7,200 less the sum of (a) social 
security retirement benefits received during the taxable year, (b) 
milroad retirement benefits received during the taxable year, and 
(c) the amount by which the individual's fedeml adjusted gross 
income exceeds $13,000. In the case of a volunteer firefighter who 
receives an involuntary lump sum distribution of his pension or 
retirement benefits, the maximum amount of this subtmction shall 
be $7,200 less the sum of social security retirement benefits and 
railroad retirement benefits; this subtmction shall not be re
duced by the amount of the individual's federal adjusted gross 
income in excess of $13,000; 

(7) In the case of property acquired on or after January 1, 
1973, the amount of any credit to the taxpayer's federal tax 
Iiabilty under section 38 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, but only to the extent 
that the credit is connected with or allocable against the produc
tion or receipt of income included in the measure of the tax im
posed by this chapter; 

( 8) The amount of any distribution from a qualifed pension 
or profit sharing plan included in federal adjusted gross income 
in the year of receipt to the extent of any contribution not pre
viously allowed as a deduction by reason of a change in federal 
law which was not adopted by Minnesota law for a taxable year 
beginning in 197 4 or later; &Dd 

(9) To the extent included in federal adjusted gross income, 
the first $3,000 received by any person as compensation for per
sonal services in the armed forces of the United States or the 
United Nations, and the next $2,000 received by an individual as 
compensation for personal services in the armed forces of the 
United States or the United Nations wholly performed outside 
the state of Minnesota; and 

Wt (10) Interest, including payment adjustment to the extent 
that it is applied to interest, earned by the seller of the property 
on a family farm security loan executed after December 31, 1977 
and before January l, 1982 that is guaranteed by the commissioner 
of agriculture as provided in sections 41.51 to 41.60. 

( c) Modifications affecting shareholders of electing small busi
ness corporations under section 1372 of the Internal Revenue Code 
of 1954, or section 290.972 of this chapter. 

(1) Shareholders in a small business corPoration, which has 
elected to be so taxed under the Internal Revenue Code of 1954, 
hut has not made an election under section 290.972 of this chap
ter, shall deduct from federal adjusted gross income the amount 
of any imputed income from such COrPOration and shall add to 
federal adjusted gross income the amount of any loss claimed 
as a result of such stock ownership. Also there shall be added to 
federal adjusted gross income the amount of any distributions in 
cash or property made by said corporation to its shareholders dur-
ing the taxable year. · 
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(2) In cases where the small business corporation has made 
an election under section 1372 of the Internal Revenue Code of 
1954, but has not elected under section 290.972 of this chapter 
and said corporation is li1tuidated or the individual shareholder 
disposes of his stock and there is no capital loss reflected in 
federal adjusted gross income because of the fact that corporate 
losses have exhausted the shareholders basis for federal purposes, 
such shareholders shall be entitled, nevertheless, to a capital loss 
commensurate to their Minnesota basis for the stock. 

(3) In cases where the election under section 1372 of the 
Internal Revenue Code of 1954 antedates the election under sec
tion 290.972 of this chapter and at the close of the taxable year 
immediately preceding the effective election under section 290.972 
the corporation has a reserve of undistributed taxable income 
previously taxed to shareholders under the provisions of the Inter
nal Revenue Code of 1954, in the event and to the extent that 
such reserve is distributed to shareholders such distribution shall 
be taxed as a dividend for purposes of this act. 

Items of gross income includible within these definitions shall 
be deemed such regardless of the form in which received. Items 
of gross income shall be included in gross income of the tax
able year in which received by a taxpayer unless properly to be 
accounted for as of a different taxable year under methods of 
accounting permitted by section 290.07, except that (1) amounts 
transferred from a reserve or other account, if in effect transfers 
to surplus, shall, to the extent that such amounts were accumulat
ed through deductions from gross income or entered into the 
computation of taxable net income during any taxable year, be 
treated as gross income for the year in which the transfer occurs, 
but only to the extent that such amounts resulted in a reduction 
of the tax imposed by this act, and (2) amounts received as 
refunds on account of taxes deducted from gross income during 
any taxable year shall be treated as gross income for the year 
in which actually received, but only to the extent that such 
amounts resulted in a reduction of the tax imposed by this act. 

( d) Modification in computing taxable income of the estate of 
a decedent. Amounts allowable under section 291.07, subdivision 
1 (2) in computing Minnesota inheritance tax liability shall not be 
allowed as a deduction in computing the taxable income of the 
estate unless there is filed within the time and in the manner and 
form prescribed by the commissioner a statement that the amounts 
have not been allowed as a deduction under section 291.07 and a 
waiver of the right to have such amounts allowed at any time as 
deductions under section 291.07. The provisions of this paragraph 
shall not apply with respect to deductions allowed under section 
290.077 (relating to income in respect of decedents). In the event 
that the election made for federal tax purposes under section 
642(g) of the Internal Revenue Code of 1954 differs from the 
election made under this paragraph appropriate modification of 
the estate's federal taxable income shall be made to implement the 
election made under this paragraph in accordance with regulations 
prescribed by the commissioner. 
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Sec. 2. [REPEALER.] Minnesota Statutes 1978, Section 290.06, 
Subdivision 12, is repealed. 

Sec. 3. [EFFECTIVE DATE.] This article is effective for tax
able years beginning after December 31, 1978. 

ARTICLE VI 
ENERGY CREDITS 

Section 1. Minnesota Statutes 1978, Section 290.06, is amended 
by adding a subdivision to read: 

Subd. 13. [RESIDENTIAL ENERGY CREDIT.] A credit of 
20 percent of the first $10,000 of renewable energy source e:1Cpendi
tures, made by the ta:1Cpayer on a Minnesota building of si:IC dwell
ing units or less in a taxable year, may be deducted from the ta% 
due under this chapter for the ta:1Cable year. 

A "renewable energy source e:1Cpenditure" which qualifies s,U,ll 
include: 

( a) E:1Cpenditures which qualify for the federal renewable energy 
credit, pursuant to Section 44C of the Internal Revenue Code of 
1954, as amended through December 31, 1978, and any regulations 
promulgated pursuant thereto; 

(b) E:1Cpenditures for earth sheltered dwelling units. For purposes 
of this credit, an "earth sheltered dwelling unit" shall mean a 
structure which complies with applicable building standards and 
which is constructed so that: 

(1) 80 percent or more of the roof area is covered with a mini• 
mum depth of 12 inches of earth; 

(2) 50 percent or more of the wall area is covered with a mini
mum depth of 12 inches of earth; and 

(3) Those portions of the structure not insulated with a mini
mum of seven feet of earth shall have additional insulation; 

(c) E:1Cpenditures for biomass conversion equipment which pro
duces ethanol, methane or methanol for use as a liquid fuel which 
is not offered for sale; and 

( d) E:!Cpenditures for passive solar energy systems. For purposes 
of this credit, a "passive solar energy system" is defined to include 
systems which utilize elements of the building and its operable 
components to heat or cool is building with the sun's energy by 
means of conduction, convection, radiation, or evaporation. A 
passive system shall include: 

(1) Collection aperture, including glazing installed in south 
facing walls and roofs; and 

(2) Storage element, including thermal mass in the form of 
water, masonry, rock, concrete, or other mediums which is designed 
to store heat collected from solar radiation. 

A passive system may include: 
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(1) Control and distribution element, including fans, louvers, 
and air ducts; and/ or 

(2) Retention element, including movable insulation used to 
minimize heat loss caused by nocturnal radiation through areas 
used for direct solar heat gain during daylight hours. 

Eligible passive expenditures shall be for equipment, materials 
or devices that are an integral part of the components listed above 
and essential to the functioning of a passive design which qualifies 
pursuant to rules promulgated by the commissioner of revenue in 
cooperation with the director of the energy agency. Expenditures 
for equipment, materials, or devices which are a part of the normal 
heating, cooling, or insulation system of a building are not eligible 
for the credit. 

If a credit was allowed to a taxpayer under this subdivision 
for any prior taxable year with respect to a dwelling unit by rea
son of energy conservation expenditures or renewable energy source 
expenditures, the dollar amount of the credit allowable for each 
kind of expenditure for the current taxable year shall be reduced 
by the amount of expenditures of that kind taken into account in 
prior years. 

The credit provided in this subdivision shall not be allowed in 
a taxable year if the amount of the credit would be less than $10. 
The credit shall not exceed the amount of tax due under chapter 
290. 

If the credit allowable under this subdivision exceeds the 
amount of tax due in a taxable year, the excess credit may be 
carried forward to the succeeding taxable year and added to the 
credit allowable for that year. No amount may be carried forward 
to a taxable year beginning after December 31, 1984. 

A shareholder in a family farm corporation and each partner 
in a partnership operating a family farm shall be eligible for the 
credit provided by this subdivision in the same manner and to 
the same extent allowed a joint owner of property under clause 
(a). "Family farm corporation" and "family farm" have the 
meanings given in section 500.24. 

The credit provided in this subdivision is subject to the pro
visions of section 44C, (c) (7), (d) (1) to (3), and (e), of the 
Internal Revenue Code of 1954, as amended through December 
31, 1978, and any regulations promulgated pursuant thereto. 

Sec. 2. [RULES.] The commissioner of revenue in cooperation 
with the director of the energy agency shall promulgate rules 
establishing additional qualifications and definitions for the cred
its provided in clauses (a) to ( d). 

Sec. 3. [EFFECTIVE DATE.] This article is effective for ex
penditures made during the tax years beginning after December 
31, 1978 and before January 1, 1983. 
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ARTICLE VII 

CORPORATE TAX 

[53RD DAY 

Section 1. Minnesota Statutes 1978, Section 290.06, Subdivision 
1, is amended to read: 
- 290.06 [RATES OF TAX; CREDITS AGAINST TAX.] Sub

division 1. [COMPUTATION, CORPORATIONS.] The privilege 
and income taxes imposed by this chapter upon corporations shall 
be computed by applying to their taxable net income in excess of 
the applicable credits allowed under section 290.21 the Mte el 
following schedule of rates: (a) On the first $25,000, six percent; 
(b) On the remainder, 12 percent. 

The amount of tax payable by a corporation required to file 
a return shall not be less than $100 . 

. Sec. 2. Minnesota Statutes 1978, Section 290.361, Subdivision 
2, is amended to read: 

Subd. 2, [COMPUTATION OF TAXABLE NET INCOME.] 
The taxable net income shall be computed in the manner provided 
by this chapter except that in the case of national and state banks: 
(a) the Mte shall he~ pePeent until Jallll&l'Y 1; W!U &BEi la 
pe.eem titePeaitl!l'; ~ the basic date for the purpose of comput
ing gain or loss and depreciation shall be January 1, 1940, instead 
of January 1, 1933; .fe).(b) property consisting of investments in 
bonds, stocks, notes, debentures, mortgages, certificates, or any 
evidence of indebtedness, and any property acquired in liquida
tion thereof when such property is held for investment or for 
sale, shall not be deemed to be capital assets; and {ti}( c) in 
computing net income there shall be allowable as a deduction 
from gross income, in addition to deductions otherwise provided 
for in this act, any dividend (not including any distribution in 
liquidation) paid, within the taxable year, to the United States 
or to any instrumentality thereof exempt from federal income 
taxes, on the preferred stock of the bank owned by the United 
States or such instrumentality. The excise tax imposed by sub
division 1 of this section upon national and state banks shall be 
computed by applying to their taxable net income as determined 
above, the rates prescribed by section 290.06, subdivision 1. 

Sec. 3. [EFFECTIVE DATE.] This article is effective for tax
able years beginning after December 31, 1979. 

ARTICLE VIII 
JOB EXPANSION AND NEW BUSINESS FACILITIES 

CREDIT 

Section. 1. [290B.0l] [DEFINITIONS.] As used in sections 
1 to 6: 

Subdivision 1. "Facility" means a factory, mill, plant, refinery, 
warehouse, feedlot, or building or complex of buildings in which 
individuals are customarily employed or in which machinery, 
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equipment or other property is customarily housed. 

Subd. 2. "Revenue producing enterprise" includes any of the 
following: 

( a) the assembly, fabrication, manufacture, or processing of 
an agricultural, mineral, or manufactured product; 

(b) the storage, warehousing, distribution, or sale of an agri
cultural, mining, or manufacturing product; 

( c) the feeding of livestock at a feed lot; 

( d) the operation of a laboratory or other facility for re
search, development, or testing in the field of science, agricul
ture, animal husbandry, or industry; 

( e) the performance of any type of services; or 

(f) the administrative management of any of the enterprises 
described in clauses (a) through (e). 

Subd. 3. "Qualified employee" is an individual who is employed 
by the taxpayer in the operation of the new business facility and 
who is: 

( a) employed on a regular fulltime basis; 

(b) employed on a parttime basis for at least 20 hours per 
week during the entire taxable year; or 

( c) employed on a full time seasonal basis for the entire season 
customary to the position in which the person is employed. 

Subd. 4. "Replacement business facility" means a facility which 
replaces an older facility, which older facility: 

(a) was operated by either the taxpayer or a related taxpayer 
during three of the five years immediately preceeding the year in 
which the taxpayer begins operations at the replocement facility; 

(b} was used by either the taxpayer or a related taxpayer in a 
revenue producing enterprise and the taxpayer continues in the 
operation of the same or a substantially identical revenue produc
ing enterprise; and 

(c) discontinues operations before the end of the first taxable 
year in which the taxpayer claims the credit allowed under sec
tions I to 6. 

Subd. 5. "Related taxpayer" means: 

(a) an individual, corporation, partnership, trust, or association 
that controls the taxpayer; or 

(b) a corporation, partnership, trust, or association that is con
trolled by the taxpayer either by himself or through an individual, 
corporation, partnership, trust. or association that the taxpayer 
controls. 

Subd. 6. "Control" means: 
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( a) in the case of a corporation, the ownership, either directly 
or indirectly, of at least 80 percent of all nonvoting classes of stock 
of the corporation and at least 80 percent of the total voting power 
of all classes of the corporation's stock entitled to vote; 

( b) in the case of a partnership or association, the ownership of 
at least 80 percent of the capital or profits of the partnership or 
association; and 

(c) in the case of a trust, the ownership, either directly or 
indirectly, of at least 80 percent of the beneficial interest in the 
principal or income of the trust. 

Sec. 2. [290B.02] [CREDIT.] Subdivision 1. A taxpayer is en
titled to an income tax credit if he begins operating a new business 
facility in Minnesota after December 31, 1979 and before January 
1, 1985, and if he maintains an average of at least five qualified 
employees at that new business facility. 

Subd. 2. The income tax credit to which the taxpayer is entitled 
in a taxable year equals the lesser of: 

( a) 50 percent of the state income tax liability for that taxable 
year which is attributable to the new business facility; or 

(b) the sum of: ( A) the product of: (i) $100 multiplied by (ii) 
the average number of qualified employees employed at the new 
business facility during the taxable year; plus (B) the product of: 
(i) $100 multiplied by (ii) each $100,000 or major part thereof of 
the taxpayer's average new business facility investment during the 
taxable year. 

Subd. 3. Except as provided in section 5, a taxpayer may claim 
the credit in the taxable year in which he begins operating the new 
business facility and in each of the nine succeeding taxable years 
in which he operates the facility and maintains the required num
ber of qualified employees. 

Subd. 4. For purposes of sections 1 to 6 a taxpayer begins 
operating a new business facility when he first pays at least five 
qualified employees to perform functions at the new business facil
ity, which functions are a part of the facility's revenue producing 
enterprise. 

Subd. 5. Notwithstanding subdivision I a public utility is not 
<'ntitled to the credit provided under sections 1 to 6. 

Sec.~. [290B.03] [CALCULATION OF CREDIT.] Subdivision 
1. (a) For purposes of determining the credit to which a taxpayer 
is entitled, the average number of qualified employees at a new 
business facility for a taxable year equals the quotient of: (I) the 
number of qualified employees at the new business facility on the 
last business day of each month divided by (2) 12. 

(b) If in the taxable vear in which the new business facility 
begins operations the facility does not operate for 12 months, the 
avera11e number of aualified emplovees shall be determined by 
substituting the number of months that the facility i.s opero.t<'d for 
the number 12 in clause (a) (2). 
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(c) If a facility qualifies as a new business facility under the 
expansion exception provided in section 4, subdivision 3, the aver
age number of qualified employees determined under clause ( a) 
shall be reduced by the average number of individuals employed in 
the operation of the old facility during the three taxable years 
immediately preceding the taxable year in which the new business 
facility begins operation. The average number of individuals em
ployed at the old facility shall be determined in the same manner 
as the average number of qualified employees. 

Subd. 2. ( a) For purposes of determining the credit to which a 
taxpayer is entitled, the average new business facility investment 
for a taxable year equals the quotient of: (1) the value of the new 
business facility investment on the last business day of each 
month; divided by (2) 12. 

(b) If in the taxable year in which the new business facility 
begins operations, the facility does not operate for 12 months, the 
average new business facility investment shall be determined by 
substituting the number of months that the facility is operated for 
12 in clause (a) (2). 

(c) The value of new facility investment is: 

(1) the original cost, if the taxpayer owns the property; or 

(2) eight times the net annual rental rate, if the.taxpayer leases 
the property. 

Subd. 3. ( a) For purposes of determining the credit to which the 
taxpayer is entitled, the state income tax liability attributable to a 
new business facility equals the product of: (I) the taxpayer's 
total income tax liability incurred under chapter 290 as computed 
after application of the credits, except the credit allowed under 
sections I to 6, multiplied by (2) a fraction, the numerator of 
which is the sum of the property factor and the payroll factor and 
the denominator of which is two. 

(b) The "property factor' is a fraction, the numerator of which 
is the total tangible property, real, personal and mixed, owned, 
rented, or used in this state during the taxable year in connection 
with the operation of the new business facility, and the denomi
nator of which is the total tangible property, real, personal and 
mixed, owned, rented, or used in this state during the taxable 
year. 

(c) The "payroll factor" is a fraction, the numerator of which is 
the total payroll that the taxpayer paid during the taxable year to 
qualified employees employed at the new business facility and the 
denominator of which is the total payroll that the taxpayer paid 
during the taxable year to employees in this state. 

Sec. 4. [290B.04] [NEW BUSINESS FACILITY.] Subdivision 
1. (a) A facility qualifies as a new business facility if: 

( a) the facility is used by the taxpayer in the operation of a 
revenue producing enterprise, other than the leasing of the facility 
to another person; 
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( b) the facility has not, for one year prior to the date it begins 
operations, been operating in a revenue producing enterprise in 
which the products produced or sold, the services performed, or 
'activities conducted were of the same character and were for the 
same type of customers as the revenue producing enterprise for 
U!hich the taxpayer operates the facility; and 

(c) the facility is not a replacement facility. 

Subd. 2. For purposes of subdivision 1, clause ( a) only, if a 
taxpayer leases a part of a facility to another person and operates 
the remainder of the facility in a revenue producing enterprise, 
the part of the facility which the taxpayer operates in a revenue 
producing operation may qualify as a new business facility. 

Subd. 3. If a taxpayer expands an existing facility by making 
a capital investment that exceeds the lesser of: 

· (1) $1,000,000; or 

(2) the amount of his capital investment in the existing fa
cility; 
the taxpayer may consider the expansion as a separate facility 
for purposes sections 1 to 6. 

Sec. 5. [290B.05] [DEFERRAL OF CREDIT.] Subdivision 1. 
A taxpayer may elect to defer claiming the credit for not more 
than three taxable years after the taxable years in which he be
gins operating the new business facility. 

Subd. 2. The taxpayer may make the election by filing a notice 
with the department, which notice must contain the date the 
taxpayer began operations at the new business facility and the 
taxable year for which the election is made. The notice must 
be filed before the end of the taxable year for which the election 
is made. 

Subd. 3. Except as provided in subdivision 4, if a taxpayer 
fails to properly make the deferral election in a taxable year, he 
is entitled to claim the credit only in that taxable year and in 
the nine taxable years immediately following that taxable year. 

Subd. 4. If a taxpayer terminates the operation of a revenue 
producing enterprise at a new business facility during the ten 
year period in which he is entitled to the credit, he is entitled 
to claim the credit for the number of taxable years remaining 
in the ten year period if he later resumes operation of the new 
business facility in the same or in a different revenue producing 
enterprise. 

Sec. 6. [290B.06] [TRANSFER OF FACILITY.] Subdivision 
1. If a taxpayer who is entitled to the credit under sections 1 
to 6 transfers all or a part of his new business facility to a related 
taxpayer, the taxpayer may elect either to continue claiming 
the credit himself, or to allow the related taxpayer to claim the 
credit for the part of the new business facility transferred to 
that related taxpayer. The taxpayer shall make the election 
under this section during the taxable year in which the transfer 
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is made and must file notice of that election with his income 
tax return for that taxable year. If the taxpayer retains the 
credit for himself he may include the related taxpayer's average 
number of qualifed employees and average new business facility 
investment for purposes of computing his credit under sections 
1 to 6. However, the taxpayer may not include the related tax
payer's state income tax liability for purposes of computing his 
credit under sections 1 to 6. If the related taxpayer is allowed 
to claim the credit under sections 1 to 6 he shall compute the 
credit as if the part of the new business facility transferred to 
him is a separate new business facility. However, he may only 
claim the credit for the number of years remaining in the ten 
year period during which the taxpayer could claim the credit. 

Subd. 2. If an individual taxpayer who is entitled to the credit 
dies during the ten year period in which he may claim the credit, 
the credit may be claimed for the remainder of the ten year 
period by the taxpayer's estate or by the beneficiary who re
ceives the new business facility from the estate. However, the 
total new business facility investment of the estate and the 
beneficiaries may not exceed the deceased taxpayer's new busi
ness facility investment. 

Sec. 7. Sections 1 to 6 are effective January 1, 1980 and 
apply to taxable years beginning after December 31, 1979. 

ARTICLE IX 

POLLUTION CONTROL CREDIT 

Section 1. Minnesota Statutes 1978, Section 290.06, Subdivi
sion 9, is amended to read: 

Subd. 9. [POLLUTION CONTROL EQUIPMENT, CREDIT.] 
(a) A credit of five percent of the net cost of equipment used 
primarily to abate or control pollutants to meet or exceed state 
laws, rules or standards to the extent the property i.s so used and 
which is included in section 290.09, subdivision 7, paragraph (A) 
(a) that is lnstal!ed aBd operated within MiaaeS&ta 8J!elusively te 
fll"!Vellt pollutiea ef ,m, watel; Si' Iarul ia aeearllmtee with eagi
aeering prinei!lles awrcV£d by t1,e Minnesota pellutien eeatrel 
agency, may be deducted from the tax due under this chapter in 
the first year for which a depreciation deduction is allowed for 
the equipment. The credit allowed by this subdivision shall not 
exceed so much of the liability for tax for the taxable year as 
does not exceed $50,000 $75,000. The credit shall apply only if 
the equipment meets rules prescribed by the Minnesota pollution 
control agency and is installed or operated in accordance with 
a permit or order issued by the agency. 

(b) If the amount of the credit determined under (a) for any 
taxable year for which a depreciation deduction is allowed exceeds 
the -limitation provided by (a) for such taxable year (hereinafter 
in this subdivision referred to as the "unused credit year"), such 
excess shall be, 
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fl+ a ereai; earrybaek te eaeh ef the three taiml!le yeam 
preeedmg the uausad eredlt ye-, mMl 

~- a credit carryover to each of the eevea four taxable years 
following the unused credit year. 

The entire amount of the unused credit for an unused credit 
year shall be carried to the earliest of the ten four taxable years to 
which +by Fe8S8R ef fl+ mMl ~ such credit may be carried and 
then to each of the other RHl0 three taxable years; provided, 
however, the maximum credit allowable in any one taxable year 
under this subdivision (including the credit allowable under (a) 
and the eaffYBllek er carryforward allowable under this para
graph) shall in no event exceed $a0,000 $75,000. 

( c) This subdivision shall apply to property acquired in taxable 
years beginning on or after January 1, WOO 1977. 

Sec. 2. Minnesota Statutes 1978, Section 290.06, Subdivision 9a, 
is amended to read: 

Subd. 9a. [FEEDLOT POLLUTION CONTROL EQUIP
MENT.] A credit of 10 percent of the net cost of pollution control 
and abatement equipment, including but not limited to, lagoons, 
concrete storage pits, slurry handling equipment, and other equip
ment and devices approved by the pollution control agency, pur
chased, installed and operated within the state by a feedlot opera
tor to prevent pollution of air, land, or water in connection with 
the operation of a livestock feedlot, poultry lot or other animal lot, 
may be deducted from the tax due under this chapter in the 
taxable year in which such equipment is purchased; provided that 
no deduction shall be taken for any portion of the cost of the same 
equipment pursuant to subdivision 9. 1'he eredit J>l'8\'ffiOO r.,., m 
rabrlivisiGB fl shall termmate GB :Qecembe,, ~ l916. 1'he eredit 
previaed fe,, ia th'8 ::,b :!iv'..siBR shall temiiRate 9R Deeember 31, 
!-980; e!feept ~ ameuats that are eanied ferwam te a subse41uea• 
year ;,,,ay be takes. as a crerli.t iB lffieh subseqmmt ye&l'&. 

If the amount of the credit provided by this subdivision exceeds 
the taxpayer's liability for taxes pursuant to chapter 290 in the 
taxable year, beginning after December 31, 1972, in which the 
equipment is purchased, the excess amount may be carried 
forward to the four taxable years following the year of purchase. 
The entire amount of the credit not used in the year purchased 
shall be carried to the earliest of the four taxable years to which 
t.he credit may be carried and then to each of the three successive 
taxable years. 

Sec. 3. Minnesota Statutes 1978, Chapter 298, is amended by 
adding a section to read: 

[298.028] [POLLUTION CONTROL TAX CREDIT.] Subdi
r,ision I. A credit of five percent of the net cost of equipment used 
primarily to abate or control pollutants to meet or exceed state 
laws, rules or standards to the extent the property is so used may 
he deducted from the tax due under I hi.s chapter in the first year 
in which the equipment is installed. 
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The credit allowed by this subdivision shall not exceed so much 
of the liability for tax for the taxable year as does not exceed 
$75,000. The credit shall apply only if the equipment meets rules 
prescribed by the Minnesota pollution control agency and is in
stalled or operated in accordance with a permit or order issued by 
the agency. 

Subd. 2. If the amount of the credit determined under subdi
vision 1 for any taxable year exceeds the limitation provided in 
subdivision 1 for such taxable year, hereinafter referred to as the 
"unused credit year", such excess shall be a credit carryover to 
each of the four taxable years following the unused credit year. 

The entire amount of the unused credit for an unused credit 
year shall be carried to the earliest of the four taxable years to 
which such credit may be carried and then to each of the other 
three taxable years; provided, however, the maximum credit 
allowable in any one taxable year under this subdivision, including 
the credit allowable under subdivision 1 and the carryforward 
allowable under this paragraph, shall in no event exceed $75,000. 

Sec. 4. [EFFECTIVE DATE.] Except as otherwise provided, 
sections 1 and 2 are effective the day following final enactment. 
Section 3 is effective for property acquired in a taxable year be
ginning after December 31, 1978. 

ARTICLE X 

RAILROADS 

Section 1. Minnesota Statutes 1978, Chapter 270, is amended 
by adding a section to read: 

[270.80] [DEFINITIONS.] Subdivision 1. The following words 
and phrases when used in sections 1 to 13, unless the context 
clearly indicates otherwise, shall have the meanings ascribed to 
them in this section. 

Subd. 2. "Railroad company" means any company which as a 
common carrier operates a railroad or a line or lines of railway 
situated within or partly within Minnesota. 

Subd. 3. "Operating property" means all property owned or 
used by a railroad company in the performance of railroad trans
portation services, including without limitation franchises, rights
of-way, bridges, trestles, shops, docks, wharves, buildings and 
structures. 

Subd. 4. "Nonoperating property" means and includes all prop
erty other than property defined in subdivision 3. Nonoperating 
property shall include real property which is leased or rented or 
available for lease or rent to any person which is not a railroad 
company. Vacant land shall be presumed to be available for lease 
or rent if it has not been used as operating property for a period of 
one year preceding the valuation date. 

Subd. 5. "Commissioner" means the commissioner of revenue. 

Sec. 2. Minnesota Statutes 1978, Chapter 270, is amended by 
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adding a section to read: 

[270.81] [TAXATION AND ASSESSMENT OF RAILROAD 
COMPANY PROPERTY.] Subdivision 1. The operating property 
of every railroad company doing business in Minnesota shall be 
valued by the commissioner in the manner prescribed by sections 1 
to 13. 

Subd. 2. The nonoperating property of every railroad company 
doing business in Minnesota shall be assessed as otherwise pro
vided by law. 

Subd. 3. The commissioner shall have exclusive primary juris
diction to determine what is operating property and what is non
operating property. In making such determination, the commis
sioner shall solicit information and opinions from outside his de
partment and afford all interested persons an opportunity to sub
mit data or views on the subject in writing or orally. 

Subd. 4. In no event shall property owned or used by a railroad, 
whether operating property or nonoperating property, be subject 
to tax hereunder unless such property is of a character which 
would otherwise be subject to tax under the provisions of Minne
sota Statutes, Chapter 272. 

Subd. 5. Prior to the promulgation of permanent rules the com
missioner may exercise temporary rule-making authority as pro
vided in section 15.0412, subdivision 5, to implement the pro
visions of this act. The commissioner shall solicit information and 
opinions from outside his department as provided in section 
15.0412, subdivision 6, before adopting these rules. Notwithstand
ing the provisions of section 15.0412, subdivision 5, rules adopted 
pursuant to this section shall be effective until permanent rules 
are adopted pursuant to chapter 15 or until May 1, 1980, which-
1mer occurs first. 

Sec. 3. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.82] [REPORTS OF RAILROAD COMPANIES.] Subdivi
sion 1. Every railroad company doing business in Minnesota shall 
annually file with the commissioner on or before April 30 a report 
under oath settinp forth the information prescribed by the com
missioner to enable him to make the valuation and equalization 
required by sections 1 to 13. 

Subd. 2. The commissioner for good cause may extend the time 
for filing the report required by subdivision 1. 

Sec. 4. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.83) [EXAMINATIONS AND INVESTIGATIONS.] Sub
division 1. The commissioner shall have the power to examine or 
cause to be examined any books, papers, records, or memoranda 
relevant to the determination of the valuation of operating prop
erty as herein provided. The commissioner shall have the further 
power to require the attendance of any person having knowledge 
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or information in the premises, to compel the production of books, 
papers, records, or memoranda by persons so required to attend, 
to take testimony on matters material to such determination and 
administer oaths or affirmations. 

Subd. 2. For the purpose of making such examinations, the 
commissioner may appoint such persons as he may deem neces
sary. Such persons shall have the rights and powers of the examin
ing of books, papers, records or memoranda, and of subpoenaing 
witnesses, administering oaths and affirmations, and taking of 
testimony, which are conferred upon the commissioner hereby. 
The clerk of any court of record, upon demand of any such person, 
shall issue a subpoena for the attendance of any witness or the 
production of any books, papers, records, or memoranda before 
such person. The commissioner may also issue subpoenas for the 
appearance of witnesses before him or before such persons. Dis
obedience of subpoenas so issued shall be punished by the district 
court of the district in which the subpoena is issued for a contempt 
of the district court. 

Subd. 3. If any railroad company shall refuse or neglect to make 
the report required by this section to the commissioner, or shall 
refuse or neglect to permit an inspection and examination of its 
property, records, books, accounts or other papers when requested 
by the commissioner, or shall refuse or neglect to appear before 
the commissioner or a person appointed under subdivision 2 when 
required so to do, the commissioner shall make the valuation 
provided for by sections 1 to 13 against the railroad company 
according to his best judgment on available information. 

Sec. 5. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.84] [ANNUAL VALUATION OF OPERATING PROP
ERTY.] Subdivision 1. The commissioner shall annually between 
April 30 and July 31 make a determination of the fair market 
value of the operating property of every railroad company doing 
business in this state as of January 2 of the year in which the 
valuation is made. In determining the fair market value of the 
portion of operating property within this state, the commissioner 
shall value the operating property as a unit, taking into considera
tion the value of the operating property of the entire system, and 
shall allocate to this state that part thereof which is a fair and 
reasonable proportion of said entire system valuation. If the com
missioner uses original cost as a factor in determining the unit 
value of operating property, no depreciation or obsolescence allow
ance shall be permitted. However, if the commissioner uses re
placement cost as a factor in determining the unit value of operat
ing property, then a reasonable depreciation and obsolescence 
allowance may be used. 

The commissioner shall give a report to the legislature in Feb
ruary 1980 and in February 1981, on the formula which he has 
used to determine the unit value of railroad operating property pur
suant to this act. This report shall also contain the valuation for 
payable 1980 and 1981 by company and the taxes payable in 1980 
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and 1981 by company based upon the valuation of operating prop
erty. The legislature may review the formula, the valuation, and 
the resulting taxes and may make changes in the formula that it 
deems necessary. 

Subd. 2. After the commissioner has determined the fair market 
value of the operating property of each railroad company, he shall 
give notice by first class mail to the railroad company of the valua
tion. 

Sec. 6. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.85] [REVIEW OF VALUATION.] A railroad company 
may within 15 days of receipt of the notice of valuation file a writ
ten request for a conference with the commissioner relating to the 
value of its operating property. The commissioner shall thereupon 
designate a time and place for the conference which he shall con
duct, upon commissioner's entire files and records and such 
further information as may be offered. Said conference shall be 
held no later than 30 days after mailing of the commissioner's 
valuation notice. At a reasonable time after such conference the 
commissioner shall make a final determination of the fair market 
value of the operating property of the railroad company and shall 
notify the company promptly thereof. 

Sec. 7. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

L270.86] [APPORTIONMENT OF VALUATION.] Upon deter
mination by the commissioner of the fair market value of the 
operating property of each railroad company, he shall apportion 
such value to the respective counties and to the taxing districts 
therein in conformity with fair and reasonable rules and stan
dards to be established by the commissioner pursuant to notice 
and hearing, except as provided in section 2 of this act. In estab
lishing such rules and standards the commissioner may consider 
( a) the physical situs of all station houses, depots, docks, wharves, 
and other buildings and structures with an original cost in excess 
of $10,000; (b) the proportion that the length and type of all the 
tracks used by the railroad in such county and taxing district 
bears to the length and type of all the track used in the state; and 
( c) other facts as will result in a fair and equitable apportionment 
of value. 

Sec. 8. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.87] [CERTIFICATION TO COUNTY ASSESSORS.] 
When the commissioner has made his annual determination of the 
fair market value of the operating property of each company in 
each of the respective counties, and in the taxing districts therein, 
he shall certify the fair market value to the county assessor, which 
shall constitute the fair market value of the operating property of 
the railroad company in such county and the taxing districts 
therein upon which taxes shall be levied and collected in the same 
manner as on the commercial and industrial property of such 
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county and the taxing districts therein. 

Sec. 9. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.88] [PROCEEDINGS AND APPEALS.] The commis
sioner's final determination under section 6 and his certification to 
county assessors under section 8 shall be final orders appealable to 
the tax court in accordance with chapter 271. Appeals by railroad 
companies under this act shall be taken against the commissioner 
and not against the county or taxing district to which payment is 
made. Upon the filing of any appeal by a railroad company, the 
commissioner shall give notice thereof by first class mail to each 
county which would be affected by the appeal. 

Sec. 10. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.89] [APPLICABILITY OF OTHER PROVISIONS.] Sec
tion 297A.25, subdivision 1, clause (1) shall remain applicable to 
railroad companies subject to this act. 

Sec. 11. Minnesota Statutes 1978, Chapter 270, is amended by 
adding a section to read: 

[270.90] [PAYMENT OF TAXES IN 1980 AND 1981 ONLY.] 
For the years 1979 and 1980 only, after the commissioner has 
determined the market value of the operating property of each 
company under the provisions of sections 5 and 6, he shall com
pute the assessed value of the operating property by applying the 
classification percentage contained in section 273.13, subdivision 
9. By March 1, 1980 and 1981, the commissioner shall compute the 
tax due from each company by applying the average statewide mill 
rate. The statement of taxes shall be sent to each company on or 
before April 1, 1980 and 1981, and shall indicate the assessed value 
of operating property, the mill rate applied in determining the 
taxes and the total amount of taxes due and payable. That 
amount shall be compared to the amount of gross earnings tax 
imposed under section 13 of this act. If the amount paid pursuant 
to section 13 is less than the amount computed in this section, the 
additional tax shall be payable to the commissioner and shall be 
deposited by him in the general fund of the state treasury. The 
provisions of section 279.01 pertaining to due dates and penalties 
for late payment of taxes for nonhomestead property shall be 
applicable to the taxes payable under this section. If the amount 
paid pursuant to section 13 exceeds the amount computed in this 
section, the commissioner shall refund the amriunt of excess within 
60 days. The amounts necessary to make the refunds provided in 
this section are appropriated to the commissioner from the general 
fund in the state treasury. 

Sec. 12. Minnesota Statutes 1978, Section 272.02, Subdivision 1, 
is amended to read: 

272.02 [EXEMPT PROPERTY.] Subdivision 1. Except as pro
vided in other subdivisions of this section or in section 272.025, all 
property described in this section to the extent herein limited shall 
be exempt from taxation: 
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( 1) All public burying grounds; 

(2) All public schoolhouses; 

( 3) All public hospitals; 

[53RD DAY 

( 4) All academies, colleges, and universities, and all seminaries 
of learning; 

( 5) All churches, church property, and houses of worship; 

(6) Institutions of purely public charity; 

(7) All public property exclusively used for any public purpose; 

( 8) All natural cheese held in storage for aging by the original 
Minnesota manufacturer; 

(9) (a) Class 2 property of every household of the value of 
$100, maintained in the principal place of residence of the owner 
thereof. The county auditor shall deduct such exemption from the 
total valuation of such property as equalized by the revenue com
missioner assessed to such household, and extend the levy of taxes 
upon the remainder only. The term "household" as used in this 
section is defined to be a domestic establishment maintained 
either (1) by two or more persons living together within the same 
house or place of abode, subsisting in common and constituting a 
domestic or family relationship, or ( 2) by one person. 

(b) During the period of his active service and for six months 
after his discharge therefrom, no member of the armed forces of 
the United States shall lose status of a householder under para
graph (a) which he had immediately prior to becoming a member 
of the armed forces. 

In case there is an assessment against more than one member of 
a household the $100 exemption shall be divided among the mem
bers assessed in the proportion that the assessed value of the Class 
2 property of each bears to the total assessed value of the Class 2 
property of all the members assessed. The Class 2 property of each 
household claimed to be exempt shall be limited to property in 
one taxing district, except in those cases where a single domestic 
establishment is maintained in two or more adjoining districts. 

Bonds and certificates of indebtedness hereafter issued by the 
state of Minnesota, or by any county or city of the state, or any 
town, or any common or independent school district of the state, 
or any governmental board of the state, or any county or city 
thereof, shall hereafter be exempt from taxation; provided, that 
nothing herein contained shall be construed as exempting such 
bonds from the payment of a tax thereon, as provided for by sec
tion 291.01, when any of such bonds constitute, in whole or in 
part, any inheritance or bequest, taken or received by any person 
or corporation. 

(10) Farm machinery manufactured prior to 1930, which is 
used only for display purposes as a collectors item; 

( 11) The taxpayer shall be exempted with respect to, all agri-
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cultural products, inventories, stocks of merchandise of all sorts, 
all materials, parts and supplies, furniture and equipment, manu
facturers material, manufactured articles including the inventories 
of manufacturers, wholesalers, retailers and contractors; and the 
furnishings of a room or apartment in a hotel, rooming house, 
tourist court, motel or trailer camp, tools and machinery which 
by law are considered as personal property, and the property 
described in section 272.03, subdivision 1 ( c), except personal 
property which is part of an electric generating, transmission, or 
distribution system or a pipeline system transporting or distnl>
uting water, gas, or petroleum products or mains and pipes used in 
the distribution of steam or hot or chilled water for heating or 
cooling buildings and structures. Railroad docks and wharves which 
are part of the operating property of a railroad company as defined 
in section 1 of this article are not exempt. 

(12) Containers of a kind customarily in the possession of the 
consumer during the consumption of commodities, the sale of which 
are subject to tax under the provisions of the excise tax imposed 
by Extra Session Laws 1967, Chapter 32; 

(13) All livestock, poultry, all horses, mules and other animals 
used exclusively for agricultural purposes; 

(14) All agricultural tools, implements and machinery used by 
the owners in any agricultural pursuit. 

(15) Real and personal property used primarily for the abate
ment and control of air, water, or land pollution to the extent that 
it is so used. 

Any taxpayer requesting exemption of all or a portion of any 
equipment or device, or part thereof, operated primarily for the 
control or abatement of air or water pollution shall file an applica
tion with the commissioner of revenue. Any such equipment or 
device shall meet standards, regulations or criteria prescribed by 
the Minnesota Pollution Control Agency, and must be installed 
or operated in accordance with a permit or order issued by that 
agency. The Minnesota Pollution Control Agency shall upon re
quest of the commissioner furnish information or advice to the 
commissioner. If the commissioner determines that property quali
fies for exemption, he shall issue an order exempting such prop
erty from taxation. Any such equipment or device shall continue 
to be exempt from taxation as long as the permit issued by the 
Minnesota Pollution Control Agency remains in effect. 

Sec. 13. Minnesota Statutes 1978, Section 295.02, is amended 
to read: 

295.02 [ANNUAL RETURN.] Every railroad company owning 
or operating any line of railroad situated within, or partly within, 
this state shall, annually, pay to the commissioner of revenue, in 
lieu of all taxes upon all property within this state owned or 
operated for railway purposes by such company, including equip
ment, appurtenances, appendages and franchises thereof, a sum 
of money equal to five two percent of the gross earnings derived 
from the operation of such line of railway within this state. 
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On or before September first, annually, each such railroad com
pany shall file a true and just return of all such gross earnings 
for the six months ending June thirtieth, next preceding, and the 
tax of fwe two percent thereon shall become due and payable to 
the state of Minnesota, in manner provided by law, on September 
first. 

On or before March first, annually, each such railroad company 
shall file a true and just return of all such gross earnings for the 
six months ending December thirty-first, next preceding, and tax 
of fwe two percent thereon shall become due and payable to the 
state of Minnesota, in manner provided by law, on March first. The 
payments of such sums at the times hereinbefore set forth shall be 
in full and in lieu of all other taxes upon the property and fran
chises so taxed. 

Such returns shall be filed with the commissioner, in such form 
as he shall prescribe, and the provisions of chapter 294 and acts 
amendatory thereto, shall be applicable to such railroad companies 
and to the returns and the taxes submitted therewith by them. 

The lands acquired by public grant shall be and remain exempt 
from taxation until sold or contracted to be sold or conveyed, as 
provided in the respective acts whereby such grants were made 
or recognized. 

Sec. 14. Minnesota Statutes 1978, Sections 295.01, Subdivisions 
2 and 3; 295.02; 295.03; 295.04; 295.05; 295.12; 295.13; and 
295.14 are repealed. 

Sec. 15. Section 14 shall be effective beginning for taxable years 
after December 31, 1980. The remainder of this article shall be in 
effect for all years beginning after December 31, 1978. 

ARTICLE XI 

FEDERAL UPDATE 

Section 1. Minnesota Statutes 1978, Section 290.01, Subdivision 
20, is amended to read: 

Subd. 20. [GROSS INCOME.] Except as otherwise provided 
in this chapter, the term "gross income," as applied to corpora
tions includes every kind of compensation for labor or personal 
services of every kind from any private or public employment, 
office, position or services; income derived from the ownership or 
use of property; gains or profits derived from every kina of dis
position of, or every kind of dealing in, property; income derived 
from the transaction of any trade or business; and income derived 
from any source; except that gross income shall not include "ex
empt function income" of a "homeowners association" as those 
terms are defined in Section 528 of the Internal Revenue Code of 
1954, as amended through December 31, 1978. 

For each of the taxable years beginning after December 31, 1960 
and prior to January 1, 1971, the term "gross income" in its ap
plication to individuals, estates, and tmsts, shall mean the adjusted 
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gross income as computed for federal income tax purposes as de
fined in the Internal Revenue Code of 1954, as amended through 
December 31, 1970 for the applicable taxable year, with the modi
fications specified in this section. 

For each of the taxable years beginning after December 31, 
1970, the term "gross income" in its application to individuals, 
estates, and trusts shall mean the adjusted gross income as com
puted for federal income tax purposes as defined in the Internal 
Revenue Code of 1954, as amended through the date specified 
herein for the applicable taxable year, with the modifications speci
fied in this section. 

(i) The Internal Revenue Code of 1954, as amended through 
December 31, 1970, shall be in effect for taxable years beginning 
after December 31, 1970 and prior to January 1, 1973. 

(ii) The Internal Revenue Code of 1954, as amended through 
December 31, 1972, shall be in effect for taxable years beginning 
after December 31, 1972. 

(iii) The Internal Revenue Code of 1954, as amended through 
December 31, 1973, shall be in effect for taxable years beginning 
after December 31, 1973. 

(iv) The Internal Revenue Code of 1954, as amended through 
December 31, 1974, shall be in effect for the taxable years begin-
ning after December 31, 1974. · 

(v) The Internal Revenue Code of 1954, as amended through 
December 31, 1976, including the amendments made to section 
280A (relating to licensed day care centers) in H.R. 3477 as it 
passed the Congress on May 16, 1977, shall be in effect for the 
taxable years beginning after December 31, 1976. The provisions 
of the Tax Reform Act of 1976, P.L. 94-455, which affect adjusted 
gross income shall become effective for purposes of chapter 290 
at the same time they-become effective for federal income tax pur
poses. Section 207 (relating to extension of period for nonrecog
nition of gain on sale or exchange of residence) and section 402 
(relating to time for making contributions to pension plans of 
self employed people) of P.L. 94-12 shall be effective for taxable 
years beginning after December 31, 197 4. 

(vi) The Internal Revenue Code of 1954, as amended through 
December 31, 1978, shall be in effect for taxable years beginning 
after December 31, 1978. Those provisions of the Revenue Act 
of 1978, P.L. 95-600, allowance of partial rollovers of lump sum 
distributions provided in P.L. 95-458, and of the Tax Treatment 
Extension Act of 1977, P.L. 95-615, which affect federal adjusted 
f!,ross income and which became effective for taxable years endinp 
before January I, 1979 shall become effective for purposes of 
chapter 290 at the same time they became effective for federal in
come tax purposes. 

References to the Internal Revenue Code of 1954 in clauses 
(a), (b) and (c) following shall mean the code in effect for the 
purpose of defining gross income for the applicable taxable year. 
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(a) Modifications increasing federal adjusted gross income. 
There shall be added to federal adjusted gross income: 

(1) Interest income on obligations of any state other than Min
nesota or a political subdivision of any such other state exempt 
from federal income taxes under the Internal Revenue Code of 
1954; 

(2) Interest income on obligations of any authority, commission, 
or instrumentality of the United States, which the laws of the 
United States exempt from federal income tax, but not from state 
income taxes; 

(3) Income taxes imposed by this state or any other taxing 
jurisdiction, to the extent deductible in determining federal ad
justed gross income and not credited against federal income tax; 

( 4) Interest on indebtedness incurred or continued to purchase 
or carry securities the income from which is exempt from tax 
under this chapter, to the extent deductible in determining federal 
adjusted gross income; 

( 5) Amounts received as reimbursement for an expense of sick
ness or injury which was deducted in a prior taxable year to the 
extent that the deduction for such reimbursed expenditure resulted 
in a tax benefit; 

(6) The amount of any federal income tax overpayment for any 
previous taxable year, received as refund or credited to another 
taxable year's income tax liability, proportionate to the percentage 
of federal income tax that was claimed as a deduction in determin
ing Minnesota income tax for such previous taxable year. 

The overpayment refund or credit, determined with respect to a 
husband and wife on a joint federal income tax return for a pre
vious taxable year, shall be reported on joint or separate Minne
sota income tax returns. In the case of separate Minnesota re
turns, the overpayment shall be reported by each spouse propor
tionately according to the relative amounts of federal income tax 
claimed as a deduction on his or her separate Minnesota income 
tax return for such previous taxable year; 

(7) In the case of a change of residence from Minnesota to 
another state or nation, the amount of moving expenses which 
exceed total reimbursements and which were therefore deducted 
in arriving at federal adjusted gross income; 

(8) In the case of property disposed of on or after January 1, 
1973, the amount of any increase in the taxpayer's federal tax 
liability under section 47 of the Internal Revenue Code of 1954, as 
amended through December 31, 19!76 1978, to the extent of the 
credit under section 38 of the Internal Revenue Code of 1954, as 
amended through December 31, 18'76 1978, that was previously 
allowed as a deduction either under section 290.01, subdivision 20 
(b) (7) or under section 290.09, subdivision 24; and 

( 9) Expenses and losses arising from a farm which are not 
allowable under section 290.0!J, subdivision 29; 
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(10) Expenses and depreciation attributable to substandard 
buildings disallowed by section 290.101; and 

(11) The amount by which the gain determined pursuant to 
section 41.59, subdivision 2 exceeds the amount of such gain in
cluded in federal adjusted gross income; 

(12) Interest income from qualified scholarship funding bonds 
as defined in section 103(e) of the Internal Revenue Code of 1954, 
as amended through December 31, ~ 1978, if the nonprofit 
corporation is domiciled outside of Minnesota; 

( 13) Exempt-interest dividends, as defined in section 852 (b) 
(5) (A) of the Internal Revenue Code of 1954, as amended 
through December 31, 1916 1978, not included in federal adjusted 
gross income pursuant to section 852(b) (5) (B) of the Internal 
Revenue Code of 1954, as amended through December 31, lD'76 
1978, except for that portion of such exempt-interest dividends 
derived from interest income on obligations of the state of Minne
sota, any of its political or governmental subdivisions, any of its 
municipalities, or any of its governmental agencies or instrumen
talities; 

(14) The amount of any excluded gain realizeEI recognized by a 
trust on the sale or exchange of property as defined in section 
641(c) (1) of the Internal Revenue Code of 1954, as amended; 

(15) An amount equal to one-sixth of any gain from the sale or 
other disposition of property deducted under sections 1202(a) and 
1202(c) (1) of the Internal Revenue Code of 1954, as amended 
through December 31, 1978. 

( b) Modifications reducing federal adjusted gross income. 
There shall be subtracted from federal adjusted gross income: 

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

(2) The portion of any gain, from the sale or other disposition 
of property having a higher adjusted basis for Minnesota income 
tax purposes than for federal income tax purposes, that does not 
exceed such difference in basis; but if such gain is considered a 
long-term capital gain for federal income tax purposes, the modi
fication shall be limited to fifty per centum of such portion of the 
gain. This modification shall not be applicable if the difference in 
basis is due to disallowance of depreciation pursuant to section 
290.101. 

( 3) Interest or dividend income on securities to the extent 
exempt from income tax under the laws of this state authorizing 
the issuance of such securities but includible in gross income for 
federal income tax purposes; 

(4) Losses, not otherwise reducing federal adjusted gross in
come assignable to Minnesota, arising from events or transactions 
which are assignable to Minnesota under the provisions of sections 
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290.17 to 290.20, including any capital loss or net operating loss 
carryforwards or carrybacks resulting from such losses; 

(5) If included in federal adjusted gross income, the amount of 
any credit received, whether received as a refund or credit to 
another taxable year's income tax liability, pursuant to chapter 
290A, and the amount of any overpayment of income tax to Min
nesota, or any other state, for any previous taxable year, whether 
such amount is received as a refund or credited to another taxable 
year's income tax liability; 

( 6) To the extent included in federal adjusted gross income, 
notwithstanding any other law to the contrary, the amount re
ceived by any person (i) from the United States, its agencies or 
instrumentalities, the Federal Reserve Bank or from the state of 
Minnesota or any of its political or governmental subdivisions or 
from any other state or its political or governmental subdivisions, 
or a Minnesota volunteer firefighter's relief association, by way of 
payment as a pension, public employee retirement benefit, or any 
combination thereof, or (ii) as a retirement or survivor's benefit 
made from a plan qualifying under section 401, 403, 404, 405, 408 
or 409 of the Internal Revenue Code of 1954, as amended through 
December 31, -l9n 1978. The maximum amount of this subtrac
tion shall be $7,200 less the sum of (a) social security retirement 
benefits received during the taxable year, (b) railroad retirement 
benefits received during the taxable year, and ( c) the amount by 
which the individual's federal adjusted gross income exceeds 
$13,000. In the case of a volunteer firefighter who receives an 
involuntary lump sum distribution of his pension or retirement 
benefits, the maximum amount of this subtraction shall be $7,200 
less the sum of social security retirement benefits and railroad 
retirement benefits; this subtraction shall not be reduced by the 
amount of the individual's federal adjusted gross income in excess 
of $13,000; 

(7) In the case of property acquired on or after January 1, 
1973, the amount of any credit to the taxpayer's federal tax li
ability under section 38 of the Internal Revenue Code of 1954, as 
amended through December 31, l9-1G 1978, but only to the extent 
that the credit is connected with or allocable against the produc
tion or receipt of income included in the measure of the tax im
posed by this chapter; 

( 8) The amount of any distribution from a qualified pension or 
profit sharing plan included in federal adjusted gross income in 
the year of receipt to the extent of any contribution not previously 
allowed as a deduction by reason of a change in federal law which 
was not adopted by Minnesota law for a taxable year beginning in 
1974 or later; and 

(9) Interest, including payment adjustment to the extent that 
it is applied to interest, earned by the seller of the property on a 
family farm security loan executed after December 31, 1977 and 
before January 1, 1982 that is guaranteed by the commissioner of 
agriculture as provided in sections 41.51 to 41.60. 

(10) Wage or salary expense or program expenses disallowed 
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under the provisions of section 280C of the Internal Revenue Code 
of 1954 as amended through December 31, 1978 (relating to the 
jobs credit and to the WIN credit). 

( c) Modifications affecting shareholders of electing small busi
ness corporations under section 1372 of the Internal Revenue 
Code of 1954, or section 290.972 of this chapter. 

( 1) Shareholders in a small business corporation, which has 
elected to be so taxed under the Internal Revenue Code of 1954, 
but has not made an election under section 290.972 of this chap
ter, shall deduct from federal adjusted gross income the amount of 
any imputed income from such corporation and shall add to fed
eral adjusted gross income the amount of any loss claimed as a 
result of such stock ownership. Also there shall be added to federal 
adjusted gross income the amount of any distributions in cash or 
property made by said corporation to its shareholders during the 
taxable year. 

(2) In cases where the small business corporation has made an 
election under section 1372 of the Internal Revenue Code of 1954, 
but has not elected under section 290.972 of this chapter and said 
corporation is liquidated or the individual shareholder disposes of 
his stock and there is no capital loss reflected in federal adjusted 
gross income because of the fact that corporate losses have ex
hausted the shareholders basis for federal purposes, such share
holders shall be entitled, nevertheless, to a capital loss com
mensurate to their Minnesota basis for the stock. 

(3) In cases where the election under section 1372 of the In
ternal Revenue Code of 1954 antedates the election under section 
290.972, of this chapter and at the close of the taxable year im
mediately preceding the effective election under section 290.972 
the corporation has a reserve of undistributed taxable income 
previously taxed to shareholders under the provisions of the In
ternal Revenue Code of 1954, in the event and to the extent that 
such reserve is distributed to shareholders such distribution shall 
be taxed as a dividend for purposes of this act. 

Items of gross income includible within these definitions shall 
be deemed such regardless of the form in which received. Items of 
gross income shall be included in gross income of the taxable year 
in which received by a taxpayer unless properly to be accounted 
for as of a different taxable year under methods of accounting 
permitted by section 290.07, except that (1) amounts transferred 
from a reserve or other account, if in effect transfers to surplus, 
shall, to the extent that such amounts were accumulated through 
deductions from gross income or entered into the computation of 
taxable net income during any taxable year, be treated as gross 
income for the year in which the transfer occurs, but only to the 
extent that such amounts resulted in a reduction of the tax im
posed by this act, and ( 2) amounts received as refunds on account 
of taxes deducted from gross income during any taxable year shall 
be treated as gross income for the year in which actually received, 
but only to the extent that such amounts resulted in a reduction 
of the tax imposed by this act. 
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(d) Modification in computing taxable income of the estate of a 
decedent. Amounts allowable under section 291.07, subdivision 
1 (2) in computing Minnesota inheritance tax liability shall not be 
allowed as a deduction in computing the taxable income of the 
estate unless there is filed within the time and in the manner and 
form prescribed by the commissioner a statement that the 
amounts have not been allowed as a deduction under section 
291.07 and a waiver of the right to have such amounts allowed at 
any time as deductions under section 291.07. The provisions of 
this paragraph shall not apply with respect to deductions allowed 
under section 290.077 (relating to income in respect of de
cendents). In the event that the election made for federal tax 
purposes under section 642 (g) of the Internal Revenue Code of 
1954 differs from the election made under this paragraph appro
priate modification of the estate's federal taxable income shall be 
made to implement the election made under this paragraph in 
accordance with regulations prescribed by the commissioner. 

Sec. 2. Minnesota Statutes 1978, Section 290.09, Subdivision 2, 
is amended to read: 

Subd. 2. [TRADE OR BUSINESS EXPENSES; EXPENSE 
FOR PRODUCTION OF INCOME.] (a) In General. There shall 
be allowed as a deduction all the ordinary and necessary expenses 
paid or incurred during the taxable year in carrying on any trade 
or business, including 

( 1) A reasonable allowance for salaries or other compensation 
for personal services actually rendered; 

(2) Traveling expenses (including the entire amount expended 
for meals and lodging) while away from home in the pursuit of a 
trade or business; and 

(3) Rentals or other payments required to be made as a condi
tion to the continued use or possession, for purposes of the trade 
or business, of property to which the taxpayer has not taken or is 
not taking title or in which he has no equity. For purposes of the 
preceding sentence, the place of residence of a member of congress 
within the state shall be considered his home, but amounts ex
pended by such members within each taxable year for living ex
penses shall not be deductible for income tax purposes in excess of 
$3,000. 

( 4) Entertainment, amusement, or recreation expenses shall be 
allowed under this subdivision only to the extent that they qualify 
as a deduction under section 27 4 of the Internal Revenue Code of 
1954, as amended through December 31, 1978. 

(b) Expenses for Production of Income. In the case of an indi
vidual, there shall be allowed as a deduction all the ordinary and 
necessary expenses paid or incurred during the taxable year. 

(I) For the production or collection of income; 

(2) For the management, conservation, or maintenance of prop
erty held for the production of income; or 
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(3) In connection with the determination, collection, or refund 
of any tax. 

(c) Campaign expenditures in an amount not to exceed the 
limits set out in section 210A.22, not subsequently reimbursed, 
which have been personally paid by a candidate for public office if 
the candidate has complied with the expenditure limitations set 
out in section 210A.22: 

(No deduction shall be allowed under this clause for any con
tribution or gift which would be allowable as a credit under section 
290.21 were it not for the percentage limitations set forth in such 
section); 

( d) All expense money paid by the legislature to legislators; 

( e) The provisions of section 280A ( disallowing certain ex
penses in connection with the business use of the home and rental 
of vacation homes) of the Internal Revenue Code of 1954, as 
amended through December 31, ~ 1978, shall be applicable in 
determining the availability of any deduction under this subdi
vision. 

Sec. 3. Minnesota Statutes 1978, Section 290.09, Subdivision 28, 
is amended to read: 

Subd. 28. [REAL ESTATE INVESTMENT TRUSTS; DE
DUCTIBLE DIVIDENDS.] A "real estate investment trust," as 
defined in section 856 of the Internal Revenue Code of 1954, as 
amended through December 31, 19-'76 1978, and to which sections 
856 to 8a8 860 of the Code apply for the taxable year, may deduct 
its dividends paid to the extent permitted by section 857 (Ii) ~ 
~ 857(b) (2) (B) of the Code, and ite eapital gaH!5 EWJidends 
paid as deHRed aBEl limited by seetien Sa7f9} {3t ~ ef ~ 
~- Such a trust and its shareholders and beneficiaries shall be 
subject to all of the provisions of sections 857 and 858 of the Code 
which are applicable under this chapter, in determining their re
spective taxable net incomes, provided that the earoess amount 
determined and oobjeeted te available for the alternative tax 
under section 857(b) (3) (A) (ii) of the Code shall be included in 
gross income subject to the deduction provided by section 290.16, 
subdivision 4. 

Sec. 4. Minnesota Statutes 1978, Section 290.091, is amended to 
read: 

290.091 [MINIMUM TAX ON PREFERENCE ITEMS.] (a) 
In addition to all other taxes imposed by chapter 290 there is 
hereby imposed for each taxable year begi1t1ti1tg aftei! I)eeemhel, 
3+, !MG, a tax which, in the case of a resident individual, estate or 
trust, shall be equal to 40 percent of the amount of the taxpayer's 
minimum tax liability for tax preference items pursuant to the 
provisions of sections W 55 to 58 and 443 ( d) of the Internal 
Revenue Code of 1954 as amended through December 31, ~ 
1978 except that for purposes of the tax imposed by this section, 
excess itemized deductions as defined in section 57 (b) shall not 
include any deduction taken for Minnesota income tax paid and 
capital gains as defined in section 57(a) of the Internal Revenue 
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Code shall not include that portion of any gain occasioned by sale, 
transfer or the granting of a perpetual easement pursuant to any 
eminent domain proceeding or threat thereof as described in sec• 
tion 290.13, subdivision 5. This modification shall apply to the 
years in which the gain or reduction in loss is actually included in 
federal adjusted gross income even though amounts received pur
suant to the eminent domain proceedings were received in prior 
years. In the case of a taxpayer other than a corporation, an 
amount equal to one-half of the net capital gain for the taxable 
year shall be used as the definition of capital gain in place of the 
deduction determined under section 1202 of the Internal Revenue 
Code. In the case of a resident individual, estate or trust having 
preference items which could not be taken to reduce income from 
sources outside the state pursuant to section 290.17, subdivision 1, 
or any other taxpayer the tax shall equal 40 percent of that federal 
liability, -multiplied by a fraction the numerator of which is the 
amount of the taxpayer's preference item income allocated to this 
state pursuant to the provisions of sections 290.17, subdivision 1, 
to 290.20, and the denominator of which is the taxpayer's total 
preference item income for federal purposes. 

The provisions of section 57 ( a) (9) ( A) and (D) of the In
ternal Revenue Code of 1954, as amended through December 31, 
1978 shall be effective for the same time during 1978 that these 
provisions became effective for federal income tax purposes. 

(b) In the case of a resident individual, estate or trust having 
preference items in taxable years beginning after December 31, 
1976, and before January 1, 1978, which are not allocable to Min
nesota under the provisions of sections 290.17 to 290.20 in effect 
for such years, the tax shall equal 40 percent of the taxpayer's 
federal minimum tax liability, multiplied by a fraction the numer
ator of which is the amount of the taxpayer's preference items 
allocable to Minnesota under the provisions of sections 290.17 to 
290.20 in effect for such years and the denominator of which is the 
taxpayer's total preference items for federal purposes. 

Sec. 5. Minnesota Statutes 1978, Section 290.095, is amended 
by adding a subdivision to read: 

Subd. 10. In the case of a taxpayer which has a product liability 
loss (as defined in section 172(i) of the Internal Revenue Code of 
1954 as amended through December 31, 1978) for a taxable year 
beginning after September 30, 1979 (referred to as 'loss year'), the 
product liability loss shall be a net operating loss carryback to 
each of the 10 taxable years preceding the loss year. 

Sec. 6. Minnesota Statutes 1978, Section 290.14, is amended to 
read: 

290.14 [GAIN OR LOSS ON DISPOSITION OF PROPERTY, 
BASIS.] The basis for determining the gain or loss from the sale 
or other disposition of property acquired on or after January 1, 
1933, shall be the cost to the taxpayer of such property, with the 
following exceptions: 

(1) If the property should have been included in the last inven-
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tory, it shall be the last inventory value thereof; 

(2) If the property was acquired by gilt, it shall be the same 
as it would be if it were being sold or otherwise disposed of by 
the last preceding owner not acquiring it by gift; if the facts 
required for this determination cannot be ascertained, it shall be 
the fair market value as of the date, or approximate date, of 
acquisition by such last preceding owner, as nearly as the requisite 
facts can be ascertained by the commissioner; 

( 3) If the property was acquired by gift through an inter vivos 
transfer in trust, it shall be the same as it would be if it were 
being sold or otherwise disposed of by the grantor; 

( 4) Except as otherwise provided in this clause ( 4), the basis 
of property in the hands of a person acquiring the property from 
a decedent or to whom the property passed from a decedent shall, 
if not sold, exchanged or otherwise disposed of before the de
cedent's death by such person, be the fair market value of the 
property at the date of decedent's death, 

For the purposes of the preceding paragraph, the following prop
erty shall be considered to have been acquired from or to have 
passed from the decedent: 

(a) Property acquired by bequest, devise, or inheritance, or by 
the decedent's estate from the decedent; 

( b) Property transferred by the decedent during his lifetime 
in trust to pay the income for life to or on the order or direction 
of the decedent, with the right reserved to the decedent at all times 
before his <lea th to revoke the trust; 

(c) Property transferred by the decedent during his lifetime in 
trust to pay the income for life to or on the order or direction of 
the decedent with the right reserved to the decedent at all times 
before his death to make any change in the enjoyment thereof 
through the exercise of a power to alter, amend, or terminate the 
trust; 

( d) Property passing without full and adequate consideration 
under a general power of appointment exercised by the decedent 
by will; 

(e) In the case of a decedent's dying after December 31, 1956, 
property acquired from the decedent by reason of death, form of 
ownership or other conditions (including property acquired 
through the exercise or non-exercise of a power of appointment), 
if by reason thereof the property is required to be included in 
determining the value of the decedents' gross estate for Minne
sota inheritance tax purposes, In such case, if the property is 
acquired before the death of the decedent, the basis shall be 
the amount determined under the first paragraph of this clause 
reduced by the amount allowed to the taxpayer as deductions in 
computing taxable net income under this chapter or prior Minne
sota income tax laws for exhaustion, wear and tear, obsolescence, 
amortization, and depletion on such property before the death 
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of the decedent. Such basis shall be applicable to the property 
commencing on the death of the decedent. This paragraph shall 
not apply to annuities described in section 290.08; and property 
described in paragraphs (a), (b), (c) and (d) of this clause (4). 

Clause (4) shall not apply to property which constitutes a right 
to receive an item of income in respect of a decedent under sec
tion 290.077. Nor shall it apply to restricted stock options de
scribed in section 290.078 which the employee has not exercised 
at death. 

(5) If the property was acquired after December 31, 1932 upon 
an exchange described in section 290.13, subdivision 1, the basis 
shall be the same as in the case of the property exchanged, de
creased in the amount of any money received by the taxpayer and 
increased in the amount of gain or decreased in the amount of Joss 
to the taxpayer that was recognized upon such exchange under the 
law applicable to the year in which the exchange was made. If the 
property so acquired consisted in part of the type of property 
permitted by section 290.13, subdivision 1, to be received without 
the recognition of gain or loss, and in part of other property, the 
basis provided in this clause shall be allocated between the prop
erties, other than money, received, and for the purpose of the 
allocation there shall be assigned to such other property an amount 
equivalent to its fair market value at the date of the exchange. 
This clause shall not apply to property acquired by a corporation 
by the issuance of its stock or securities as the consideration, in 
whole or in part, for the transfer of the property to it; 

(6) If substantially identical property was acquired in the place 
of stocks or securities which were sold or disposed of and in respect 
of which Joss was not allowed as a deduction under section 290.09, 
subdivision 5, the basis in the case of property so acquired shall be 
the same as in the case of the stock or securities so sold or disposed 
of, increased by the excess of the repurchase price of such property 
over the sale price of such stock or securities, or decreased by the 
excess of the sale price of such stock or securities over the repur
chase price of such property; 

(7) If the property was acquired after December 31, 1932, as 
the result of a compulsory or involuntary conversion described in 
section 290.13, subdivision 5, the basis shall be the same as in 
the case of the property so converted, decreased in the amount 
of any money received by the taxpayer which was not expended 
in accordance with the provisions of law applicable to the year in 
which such conversion was made, determining the taxable status 
of the gain or loss upon such conversion, and increased in the 
amount of gain or decreased in the amount of loss to the taxpayer 
recognized upon such conversion under the law applicable to the 
year in which such conversion was made. 

(8) Neither the basis nor the adjusted basis of any portion of 
real property shall, in the case of a lessor of such property, be 
increased or diminished on account of income derived by the lessor 
in respect of such property and excludable from gross income under 
section 290.08, subdivision 14. 
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If an amount representing any part of the value of real property 
attributable to buildings erected or other improvements made by 
a lessee in respect of such property was included in gross income 
of the lessor for any taxable year beginning before January 1, 1943, 
the basis of each portion of such property shall be properly ad
justed for the amount so included in gross income. 

(9) The basis of property subject to the provisions of section 
1034 of the Internal Revenue Code of 1954, as amended through 
December 31, 1978 (relating to the rollover of gain on sale of 
principal residence) shall be the same as the basis for federol in
come tax purposes. The basis shall be increased by the amount 
of gain realized on the sale of a principal residence outside of 
Minnesota, whHe a nonresident of this state, which gain was not 
recognized because of the provisions of section 1034. 

Sec. 7. Minnesota Statutes 1978, Section 290.26, Subdivision 2, 
is amended to read: 

Subd. 2. [EMPLOYER CONTRIBUTIONS.] Contributions of 
an employer to an employee's trust or annuity plan and compen
sation under a deferred-payment plan or to a simplified employee 
pension shall be allowed as a deduction in accordance with the 
provisions of Seetien Sections 404 or 408(k) of the Internal Reve
nue Code of 1954, as amended through December 31, lWG 1978 
as adapted to the provisions of this aet chapter under FegUlatiens 
rules issued by the commissioner of revenue. 

Sec. 8. Minnesota Statutes 1978, Section 290.971, Subdivision 1, 
is amended to read: 

290.971 [ELECTION OF CERTAIN SMALL BUSINESS 
CORPORATIONS AS TO TAXABLE STATUS; DEFINI
TIONS.] Subdivision 1. [SMALL BUSINESS CORPORA
TION.] For purposes of this chapter, the term "small business 
corporation" means a domestic corporation of the United States 
which is not a member of an affiliated group (as defined in section 
1504 of the Internal Revenue Code of 1954, as amended through 
December 31, 1916 1978) and which does not 

( 1) have {elfeept ae j»'0¥idea in sulJdj,rn;ien e+ more than ten 
15 shareholders; 

(2) have as a shareholder a person (other than an estate and 
other than a trust described in subdivision 6) who is not an 
individual; 

(3) have a nonresident alien as a shareholder; and 

( 4) have more than one class of stock, and has elected under 
the provisions of section 1372(a) of the Internal Revenue Code of 
1954, as amended through December 31, lW1G 1978 to be taxed 
as a small business corporation under the provisions of said In
ternal Revenue Code of 1954, as amended through December 31, 
~1978. 

Sec. 9. Minnesota Statutes 1978, Section 290.971, Subdivision 
3, is amended to read: 
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Subd. 3. [STOCK OWNED BY HUSBAND AND WIFE.] For 
purposes of subdivision 1 ( 1) steel< whieh 

-ft} is eemmumty p,ape~ &f a lmsl,aHd aHd wik -(er the in
oome kem whleh is oomm~ meeme)- umie,, the applieahle 
eemmaaity pl'0f)erty law &fa state; 81' 

-fg)- is held by a husbaHd aHd wik as jemt teBaats, tenaate by 
the enti,ety, Ill' tenaats iR eemmea, Ill' 

-f3t waa, ea the eate &f death &f a spause, stook dese,i.hed iR 
paragraph -(+)- ..., {1!}, and is, by reasen &f ffiff!h de<Kh, held by the 
estate af the deeeased speuee aHd the S\IM•Ang spoose, 81' by the 
estates ef beth spauses, -fby _.. &f their deaths c-a the eeme 
date}, iR ~he same prep0rti0R as held by tho sp8U6es ae!sre 6'leh 
death,..., 

-(-4} was, 8R the date &f the death &f a S\ll'VMRg sJl<mse, steel. 
deserihed iR paragraph ~h aad is, by re&68R &f 6'leh death, 
held by the estates "' beth epauses iR the same pPapartiaa as held 
by the spauses bef8l'e their deaths, shall be tpeated as 9WRed by 
8Re sha,ehalder, a husband and wife ( and their estates) shall be 
treated as one shareholder. 

Sec. 10. Minnesota Statutes 1978, Section 290.971, Subdivision 
6, is amended to read: 

Subd. 6. [CERTAIN TRUSTS PERMITTED AS SHARE
HOLDERS.] For purposes of subdivision 1, the following trusts 
may be shareholders: 

( 1) ( a) A trust all of which is treated as owned by the grantor 
(who is an individual who is a citizen or resident of the United 
States) under sections 671 to 679 of the Internal Revenue Code of 
1954, as amended through December 31, ~ 1978. 

(b) A trust which was described in subparagraph (a) immed• 
iately before the death of the grantor and which continues in 
existence after such death, but only for the 60-day period begin
ning on the day of the grantor's death. If a trust is described in 
the preceding sentence and if the entire corpus of the trust is 
includable in the gross estate of the 11rantor, the preceding 
sentence shall be applied b~, substituting "2-year period" for "60-
day period." 

(2) A trust created primarily to exercise the voting power of 
stock transferred to it. 

(3) Any trust with respect to stock transferred to it pursuant 
to the terms of a will, but only for the 60 day period beginning 
on the day on which such stock is transferred to it. 

In the case of a trust described in paragraph (I), the grantor 
shall be treated as the shareholder. 

In the case of a trust described in paragraph (2), each bene
ficiary of the trust shall, for the purposes of subdivision 1, para
graph ( 1), be treated as a shareholder. 
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Sec. 11. Minnesota Statures 1978, Section 290.972, Subdivision 
1, is amended to read: 

290.972 [ELECTION BY SMALL BUSINESS CORPORA
TION.] Subdivision 1. [ELIGIBILITY.] Except as provided in 
subdivision 6 any small business corporation subject to the Jaws 
imposed by this chapter, and its shareholders may, in accordance 
with the provisions of this section, elect to have said corporation 
and its shareholders taxed as though said corporation were a 
partnership. Such election shall be valid only if all persons who 
are shareholders in such corporation on the day on which such 
election is made. 

«-} en tile ~ ~ el tile met taHille :l'8IH fel' wliieh NeR 
eleetien is effeetiz.•e, ff 9118A eleetien is BMMie en M llefef8 8lleh 
mfi~8f 
~ en tile ~ en wliieh the eleetien ie RMlfiJ ff tile eleetien 

is fllllQe MteP 8lleh ffi'llt ~; 

consent to such election. 

Sec. 12. Minnesota Statutes 1978, Section 290.972, Subdi
vision 3, is amended to read: 

Subd. 3. [WHERE AND HOW MADE.] (1) [IN GEN
ERAL.] An election under subdivision 1 may be made by a 
small business corporation for any taxable year at any time dur
ing the HI'$ menth el 8lleil preceding taxable year, or at any 
time during the ~ Jl~eeedillg 811M ffi'llt menth first 75 days of 
the taxable year. Such election shall be made in such manner as 
the commissioner shall prescribe by regulation. 

(2) [TREATMENT OF CERTAIN LATE ELECTIONS.] If 

( a) a small business corporation makes an election under subdi
vision 1 for any taxable year, and 

(b) such election is made after the first 75 days of the ta%able 
year and on or before the last day of such ta%able year, 
then such election shall be treated as made for the following 
taxable year. 

(3) In case of sickness, absence, or other disability, or when in 
the judgment of the commissioner good cause exists, he may upon 
application ext.end the time for making the election under subdi
vision 1 for not more than twelve months following the close of the 
taxable year for which the election is sought; provided, however, 
that an application for an extension of time with respect to taxable 
years beginning after December 31, 1960 and prior to December 
31, 1963 may be filed not later than December 31, 1965. 

Sec. 13. Minnesota Statutes 1978, Section 290.972, Subdivision 
5, is amended to read: 

Subd. 5. [TERMINATION.] (1) [NEW SHAREHOLDERS.] 
(A) An election under subdivision 1 made by a small business 
corporation shall terminate if any person who was not a share
holder in such corporation 
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~ 0B the fust Elay ef the fii'St wahle yea;i, ef the ~ 
lei' whleh the eieel;ieB is effeeave; if sueh eleet!8B is made 8B el' 
beieFe sueh fii'el; Ela¥, el' 

-f;i-)- on the day on which the election is mader if 6\leR eleetiea is 
maee afta: sueh fir,,taay, 

becomes a shareholder in such corporation and affirmatively 
refuses to consent to such election on or before the 60th day after 
the day on which he acquires the stock. 

(B) If the person acquiring the stock is the estate of a de
cedent, the period under subparagraph (A) for affirmatively re
fusing to consent to the election shall expire on the 60th day after 
whichever of the following is the earlier: 

(i) The day on which the executor or administrator of the 
estate qualifies; or 

(ii) The last day of the taxable year of the corporation in which 
the decedent died. 

(C) Any termination of an election under subparagraph (A) by 
reason of the affirmative refusal of any person to consent to such 
election shall be effective for the taxable year of the corporation in 
which such person becomes a shareholder in the corporation aBd 
fel all saeeeedi11g waale years ef the eel'J)eratian. or, if later, the 
first taxable year for which such election would otherwise have 
been effective, and for all succeeding taxable years of the corpora
tion. 

(2) [REVOCATION.] An election under subdivision 1 made by 
a small business corporation may be revoked by it for any taxable 
year of the corporation after the first taxable year for which the 
election is effective. An election may be revoked only if all per
sons who are shareholders in the corporation on the day on which 
the revocation is made consent to the revocation. A revocation 
under this paragraph shall be effective 

(A) for the taxable year in which made, if made before the close 
of the first month of such taxable year, 

(B) for the taxable year following the taxable year in which 
made, if made after the close of such first month, 

and for all succeeding taxable years of the corporation. Such 
revocation shall be made in such manner as the commissioner shall 
prescribe by regulation. 

(3) [CEASES TO BE SMALL BUSINESS CORPORATION.] 
An election under subdivision 1 made by a small business corpora
tion shall terminate if at any time 

(A) after the first day of the first taxable year of the corpora
tion for which the election is effective, if such election is made on 
or before such first day, or 

(B) after the day on which the election is made. if such election 
is made after such first day, 
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the corporation ceases to be a small business corporation (as 
defined in section 290.971, subdivision 1). Such termination shall 
be effective for the taxable year of the corporation in which the 
corporation ceases to be a small business corporation and for all 
succeeding taxable years of the corporation. 

(4) [FOREIGN INCOME.] An election under subdivision 1 
made by a small business corporation shall terminate if for any 
taxable year of the corporation for which the election is in effect, 
such corporation derives more than 80 percent of its gross receipts 
from sources outside the United States. Such termination shall be 
effective for the taxable year of the corporation in which it derives 
more than 80 percent of its gross receipts from sources outside the 
United States, and for all succeeding taxable years of the corpora• 
tion. 

(5) [PASSIVE INVESTMENT INCOME.] (A) Except as pro
vided in subparagraph ( B), an election under subdivision 1 made 
by a small business corporation shall terminate if, for any taxable 
year of the corporation for which the election is in effect, such 
corporation has gross receipts more than 20 percent of which is 
passive investment income. Such termination shall be effective for 
the taxable year of the corporation in which it has gross receipts of 
such amount, and for all succeeding taxable years of the corpora
tion. 

(B) Subparagraph (A) shall not apply with respect to a taxable 
year in which a small business corporation has gross receipts more 
than 20 percent of which is passive investment income, if 

(i) such taxable year is the first taxable year in which the 
corporation commenced the active conduct of any trade or busi
ness or the next succeeding taxable year; and 

(ii) the amount of passive investment income for such taxable 
year is Jess than $3,000. 

(C) For purposes of this paragraph, the term "passive invest
ment income" means gross receipts derived from royalties, rents, 
dividends, interest, annuities, and sales or exchanges of stock or 
securities (gross receipts from such sales or exchanges being taken 
into account for purposes of this paragraph only to the extent of 
gains therefrom). Gross receipts derived from sales or exchanges 
of stock or securities for purposes of this paragraph shall not 
include amounts received by an electing small business corpora
tion which are treated under section 331 of the Internal Revenue 
Code of 1954, as amended through December 31, 1976 (relating to 
corporate liquidations), as payments in exchange for stock where 
the electing small business corporation owned more than 50 per
cent of each class of the stock of the liquidating corporation. 

Sec. 14. Minnesota Statutes 1978, Section 290A.03, Subdivision 
3, is amended to read: 

Subd. 3. [INCOME.J "Income" means the sum of the following: 

(a) federal adjusted gross income as defined in the Internal 
Revenue Code of 1954 as amended through December 31, ~ 
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1978;and 

(b) the sum of the following amounts to the extent not included 
in clause (a): 

(i) additions to federal adjusted gross income as provided in 
Minnesota Statutes, Section 290.01, Subdivision 20, Clause (a) 
(1), (a) (2), (a) (3), (a) (10), (a) (13), and (a) (14); 

(ii) all nontaxable income; 

(iii) recognized net long term capital gains; 

(iv) dividends excluded from federal adjusted gross income 
under section 116 of the Internal Revenue Code of 1954; 

( v) cash public assistance and relief; 

(vi) any pension or annuity (including railroad retirement ben
efits, all payments received under the federal social security act, 
supplemental security income, and veterans disability pensions), 
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 in
come in the years when the payments were made; 

(vii) nontaxable interest received from the state or federal gov-
ernment or any instrumentality or political subdivision thereof; 

( viii) workers' compensstion; 

(ix) unemployment benefits; 

(x) nontaxable strike benefits; and 

(xi) the gross amounts of payments received in the nature of 
dissbility income or sick pay as a result of accident, sickness, or 
other disability, whether funded through insurance or otherwise. 
In the case of an individual who files an income tax return on a 
fiscal year basis, the term "federal adjusted gross income" shall 
mean federal adjusted gross income reflected in the fiscal year 
ending in the calendar year. "Income" does not include 

(a) amounts excluded pursuant to the Internal Revenue Code, 
Sections l0l(a), 102,117, and 121; 

(b) amounts of any pension or annuity which was exclusively 
funded by the claimant or spouse and . which funding payments 
were not excluded from federal adjusted gross income in the years 
when the payments were made; 

(c) gifts from nongovernmental sources; 

( d) surplus food or other relief in kind supplied by a govem
mental agency; ep 

( e) relief granted under sections '.!73.IH2, sabEli.visi.en 2 81' 

290A.0l to 290A.21,; or 

(f) federal adjusted gross income shall be reduced by the sub
traction allowed in section 290.01, subdivision 20, clause (b) (10). 
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Sec. 15. [DIRECTION TO REVISOR.J In the next and subse
quent editions of Minnesota Statutes the revisor of statutes shall 
substitute the words "Internal Revenue Code of 1954, as amended 
through December 31, 1978" for the words "Internal Revenue 
Code of 1954, as amended through December 31, 1976" wherever 
such words occur in chapter 290, except section 290.01, subdivision 
20. 

Sec. 16. [REPEALER.] Minnesota Statutes 1978, Section 
290.971, Subdivision 5 is repealed. 

Sec. 17. [EFFECTIVE DATE.] The amendment made in sec
tion l, clause (a) (15) is effective at the same time that the 
change became effective for federal income tax purposes during 
1978. 

The rest of this article is effective for taxable years beginning 
after December 31, 1978, except as otherwise provided. 

ARTICLE XII 

PROPERTY TAX 

Section 1. Minnesota Statutes 1978, Section 273.11, is amended 
to read: 

273.11 [VALUATION OF PROPERTY.] Subdivision 1. Except 
as provided in SIHlaivisieas g arul subdivision 6 or section 273.17, 
subdivision 1, all property shall be valued at its market value. In 
estimating and determining such value, the assessor shall not 
adopt a lower or different standard of value because the same is to 
serve as a basis of taxation, nor shall he adopt as a criterion of 
value the price for which such property would sell at auction or at 
a forced sale, or in the aggregate with all the property in the town 
or district; but he shall value each article or description of prop
erty by itself, and at such sum or price as he believes the same to 
be fairly worth in money. In assessing any tract or lot of real 
property, the value of the land, exclusive of structures and im
provements, shall be determined, and also the value of all struc
tures and improvements thereon, and the aggregate value of the 
property, including all structures and improvements, excluding the 
value of crops growing upon cultivated land. In valuing real prop
erty upon which there is a mine or quarry, it shall be valued at such 
price as such property, including the mine or quarry, would sell for 
a fair, voluntary sale, for cash. In valuing real property which is 
vacant, the fact that such property is platted shall not be taken 
into account. An individual lot of such platted property shall not 
be assessed in excess of the assessment of the land as if it were 
unplatted until the lot is improved with a permanent improvement 
all or a portion of which is located upon the lot, or for a period of 
three years after final approval of said plat whichever is shorter. 
When a lot is sold or construction begun, the assessed value of 
that lot or any single contiguous lot fronting on the same street 
shall be eligible for reassessment. All property, or the use thereof, 
which is taxable under sections 272.01, subdivision 2, or 273.19, 
shall be valued at the market value of such property and not at 
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the value of a leasehold estate in such property, or at some lesser 
value than its market value. 

~ 2-. W 'l'he aseessel' alter ~ the vslue af any 
p•opel'ty shall eompru:e the value wit!> that eetePH1med iB the 
preeodmg asnessment. NotwithstanEimg the pre'l'islons ef seetion 
273.17, the amoum af the ine,ea£C entered in the oorrent assess
ment shall not 0l<eOOd ten pereent Gf the val.ue iB the preeeaing 
eseesement er ene feu¼'th el' the tetal amount Gf the inerease iB 
vsl.uation whiehevel' is greater; the eireess shall be entered ia s 
auhsequent yea¼' er ye!H'&; i,ra•;ided, howw,e,, that If the amaunt af 
the ine,ease in market value is 

#)- mere than ten i,ereent bat ne mere than 00 i,ereent, the 
eireess shall be entered in l;he fullowing Yea-rt 

W m0l'8 than lW i,ereent but no mere than 4G pereent; ten 
pe,eent shall bo entered in 8fl€h subsequent yeru: rmtil the asount 
remaining to be entered is ,less than lll i,ereent i.n whieh ease the 
am8Qllt remaining will be ente,ed in l;he ~ sul!seEj;uent ye-, e, 

~ mere thaa 4{) i,e,eent, the eiooess shall be eate,ed equally in 
the three SUBSeEj;Ueat yea-. 

-fbt ff! the ease ef i,,oi,erty deserihed in seetioo 273.13, subdi
'lieions 6-, 7-, -7b, W, 12; l-7; l-7e and ±9, i,l.us all agl'ieultural Jll'8i)
erty am! all real estate devoted to tempo,ary aBa seasonal resi
e<mtial oeeupaney fer ree,eatieaal !)Ul'l'oses whieh Wil!! not auhjeet 
ta the fiV€ i,o,eeat limitation in vsluatioa inerease fer the ~ e, 
the W74 assessment that Wil!! i,r9'.4ously provided i,u.suant ta 
Mianesota gtatutes ±974-; Seetiea 273.11, Sul!divisieH g, ~ vaJue 
ta be used fe, levy'.ng the 197G taires payable iB ±9-7-7 shall be set 
at the average pereent af market value aseEI fer the resi,eetiYe 
8lass Gf p•ei,erty iB the ms tM levies iB its assessment Eiistriet If 
the mal'lrnt value as detemliBed by the assessar i,u'8uant to see
tiea 273.11, subelivision 1 ea.eeeds by mere than ten pereent the 
limited market value cstablashed fO¼' that elass of i,roi,erty. s..eh 
p,oi,erty shall subseEjuently inel0ilse iB value fe, i,roi,el'ty tH 
pu,i,oses as~ in elause +a+, 

Subd. 5. Notwithstanding any other provision of law to the 
contrary, the limitation contained in su-1,di,,isions subdivision 1 to 
a shall alsci apply to the authority of the local board of review as 
provided in section 27 4.01, the county board of equalization as 
provided in section 274.13, and the state board of equalization and 
the commissioner of revenue as provided·in section 270.11, 270.12 
and 270.16; SBd sny merease effected by these beards eve, the 
¥ahmtion earreatly being a&ed in eompatiag tMes shall be addeEi 
i;e the i,revi011s assesseil. yaluatien in annual iaerements as pr&
videel iB eabdivislon 2. 

Subd. 6. For purposes of property taxation, the market value of 
real and personal property installed prior to January 1, 1984, 
which is a solar, wind, or agriculturally derived methane gas sys
tem used as a heating, cooling, or electric power source of a build
ing or structure shall be excluded from the market value of that 
building or structure if the property is not used to provide energy 
for sale. 
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Sec. 2. Minnesota Statutes 1978, Section 273.122, is amended to 
read: 

273.122 [FLEXIBLE HOMESTEAD BASE V ALUE.J Subdi
vision 1. [HOMESTEAD BASE VALUE.) For 19!1-e aBEl PR&P 
;Ye8i'S the 1979 assessment, the homestead base value shall mean 
$1:l,OQQ $30,000 of market value of any property other than prop
erty assessed pursuant to section 273.13, subdivisions 6 and 6a 
which qualifies as homestead property for assessment purposes. For 
the 1979 assessment, the homestead base value shall mean $50,000 
of market value of any property assessed pursuant to section 
273.13, subdivisions 6 and 6a which qualifies as homestead prop
erty for assessment purposes. The homestead base value shall be 
increased in any subsequent assessment year as provided in sub
division 2. 

Subd. 2. [HOMESTEAD BASE VALUE INDEX.) In assess
ment years subsequent to 19-1& 1979, the homestead base value 
shall be adjusted pursuant to the homestead base value index. The 
homestead base value index shall be computed by the equalization 
aid review committee for each year immediately preceding an 
assessment year. This index is computed in the following manner. 
The annual statewide average market value of homestead prop
erty as indicated by bona fide real estate sales during the year 
shall be divided by the statewide average market value of all 
homestead property sold in m4 1978. This quotient is multiplied 
by 100. For each increase of a full three and one-half points in the 
index the homestead base value shall be increased $009 $1,000 in 
the following assessment year. On or before December 1 of any 
year preceding an assessment year the commjssioner of revenue 
shall certify the homestead base value for that year. 

Sec. 3. Minnesota Statutes 1978, Section 273.13, Subdivision 4, 
is amended to read: 

Subd. 4. [CLASS 3.] (a) Tools, implements and machinery of an 
electric generating, transmission or distribution system or a pipe
line system transporting or distributing water, gas, or petroleum 
products or mains and pipes used in the distribution of steam or 
hot or chilled water for heating or cooling buildings, which are 
fixtures, all agricultural land, except as provided by classes 1, 3b. 
3e, all buildings and structures assessed as personal property and 
situated upon land of the state of Minnesota or the United States 
government which is rural in character and devoted or adaptable 
to rural but not necessarily agricultural use shall constitute class 3 
and shall be valued and assessed at 33 ½ percent of the market 
value thereof, except as provided in clause (b). Except as provided 
in subdivision 5a, all real property devoted to temporary and 
seasonal residential occupancy for recreational purposes, and 
which is not devoted to commercial purposes for more than 200 
days in the year preceding the year of assessment, shall be class 3 
property and assessed accordingly. For this purpose, property is 
devoted to commercial use on a specific day if it is used, or offered 
for use, and a fee is charged for such use. 

(b) For taxes assessed levied in 1-m 1979, payable in ms 1980 
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ancl subsequent years, agricultural land and real property devoted 
to temporary and seasonal residential occupancy for recreation 
purposes which is classified as class 3 shall be assessed at 31- 25 
percent of its market value; aB4 f8' wee aBBesaeEl in -1™-, pay&!Jle 
iR ~ &BEi thereafter, U ;;hall be aBsesseEl at 3G pereem ef l,ts 
mn±•t value. 

Sec. 4. Minnesota Statutes 1978, Section 273.13, Subdivision 6, 
is amended to read: 

Subd. 6. [CLASS 3B.] Agricultural land, except as provided by 
clsss 1 hereof, and which is used for the purposes of a homestead 
shall constitute class 3b and shall be valued and assessed at 18 15 
percent of the market value thereof in w;; 1979, for taxes payable 
in l9!i'.8 1980, and at M pcreeat the!'eafter subsequent years. The 
property tax to be paid on class 3b property as otherwise deter
mined by law not exceeding 12Q 240 acres less any reduction 
received pursuant to section 273.135, regardless of whether or not 
the market value is in excess of the homestead base value, shall be 
reduced by ~ 50 percent of the tax; provided that the amount of 
said reduction shall not exceed $™ $525. Valuatiea suejeet t& 
relief iR ~~ fer tees payahle iR l9!i'.8 shall he limited t& ~ aeres 
ef laBEl; mest eenti~ sarreaaEiing, 8f herEiel'iag ~ hease 
eeeapied h:,' the ewRel' as his ElwelliBg l;llaee; llllQ; saeh etll8f SM'lle• 
tai'eS as may ee laelaEied there9R atilfaeEI hy ~ ewRel' iR aa 
agriealtar&l parsait. F8f ta-xes leY¼ed iR W!78 ~ ~ aaEI 
sulJeeqaeat y-, Valuation subject to relief shall be limited to 
-le() 240 acres of land, most contiguous surroundings, 8f bordering, 
or closest to the house occupied by the owner as his dwelling place, 
and such other structures as may be included thereon utilized by 
the owner in an agricultural pursuit. If the market value is in 
excess of the homestead base value, the amount in excess of that 
sum shall be valued and assessed at M 25 percent of its market 
value in ~ 1979 for taxes payable in W18; 1980 and at ~ 
pereeat thereafter subsequent years. The first $12,000 market 
value of each tract of real estate which is rural in character and 
devoted or adaptable to rural but not necessarily agricultural use, 
used for the purpose of a homestead shall be exempt from taxation 
for state purposes; except as specifically provided otherwise by 
law. 

Agricultural land as used herein, and in section 273.132, shall 
mean contiguous acreage of ten acres or more, primarily used 
during the preceding year for agricultural purposes. Agricultural 
use may include pasture, timber, waste, unusable wild land and 
land included in federal farm programs. 

Real estate of less than ten acres used principally for raising 
poultry, livestock, fruit, vegetables or other agricultural products, 
shall be considered as agricultural land, if it is not used primarily 
for residential purposes. 

Sec. 5. Minnesota Statutes 1978, Section 273.13, Subdivision 6a, 
is amended to read: 

Subd. 6a. [HOMESTEAD OWNED BY FAMILY FARM 
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CORPORATION OR PARTNERSHIP.] (a) Each family farm 
corporation and each partnership operating a family farm shall be 
entitled to class 3b assessment and shall be eligible for the credit 
provided in subdivision 6 for one homestead occupied by a share
holder or partner thereof who is residing on the land and actively 
engaged in fanning of the land owned by the corporation or part
nership. Such a homestead shall not exceed ±GO 240 acres, and 
shall be assessed as provided in subdivision 6, notwithstanding the 
fact that legal title to the property may be in the name of the 
corporation or partnership and not in the name of the person 
residing thereon. "Family farm corporation" and "family farm" 
shall mean as defined in section 500.24. 

(b) In addition to property specified in paragraph (a), any 
other residences owned by corporations or partnerships described 
in paragraph (a) which are located on agricultural land and 
occupied as homesteads by shareholders or partners who are 
actively engaged in fanning on behalf of the corporation or part
nership shall also be assessed as class 3b property, and be entitled 
to the credit provided in subdivision 6, but the property eligible 
shall be limited to the residence itself and as much of the land 
surrounding the homestead, not exceeding one acre, as is reason
ably necessary for the use of the dwelling as a home, and shall not 
include any other structures that may be located thereon. 

Sec. 6. Minnesota Statutes 1978, Section 273.13, Subdivision 7, 
is amended to read: 

Subd. 7. [ CLASS 3C, 3CC.] All other real estate and class 2a 
property, except as provided by classes 1 and 3cc, which is used for 
the purposes of a homestead, shall constitute class 3c, and shall be 
valued and assessed at 22 20 percent of the market value thereof 
in ~ 1979 for taxes payable in W'78, 1980 and at W pereeet 
thereafter subsequent years. The property tax. to be paid on class 
3c property as otherwise determined by law, less any reduction 
received pursuant to section 273.135, regardless of whether or not 
the market value is in excess of the homestead base value, shall be 
reduced by 4e 50 percent of the amount of such tax; provided that 
the amount of said reduction shall not exceed $32& $525. If the 
market value is in excess of the sum of the homestead base value, 
the amount in excess of that sum shall be valued and assessed at 
39 33-¼ percent of market value in lW'7, 1979 for taxes payable in 
W'7B, 1980 and at ~-¾ pereoot thereafter subsequent years. The 
first $12,000 market value of each tract of such real estate use for 
the purposes of a homestead shall be exempt from taxation for 
state purposes; except as specifically provided otherwise by law. 
Class 3cc property shall include only real estate which is used for 
the purposes of a homestead by (a) any blind person, if such blind 
person is the owner thereof or if such blind person and his or her 
spouse are the sole owners thereof; or (b) any person (hereinafter 
referred to as veteran) who: ( 1) served in the active military or 
naval service of the United States and (2) is entitled to compensa
tion under the laws and regulations of the United States for per
manent and total service-connected disability due to the loss, or loss 
of use, by reason of amputation, ankylosis, progressive muscular 
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dystrophies, or paralysis, of both lower extremities, such as to 
preclude motion without the aid of braces, crutches, canes, or a 
wheelchair, and ( 3) with assistance by the administration of 
veterans affairs has acquired a special housing unit with special 
fixtures or movable facilities made necessary by the nature of the 
v!lteran's disability; or ( c) any person who: ( 1) is permanently 
and totally disabled and (2) is receiving (i) aid from any state as 
a result of that disability, or (ii) supplemental security income for 
the disabled, or (iii) workers' compensation based on a finding of 
total and permanent disability, or (iv) social security disability, or 
(v) aid under the federal railroad retirement act of 1937, 45 
United State& C,;<l;, AnnotakJ, Section 228b(a)5; which aid is at 
least 90 percent of the total income of such disabled person from 
all sources. Class 3cc property shall be valued and assessed at five 
percent of the market value thereof. Permanently and totally dis
abled for the purpose of this subdivision means a condition which 
is. permanent in nature and totally incapacitates the person from 
working at an occupation which brings him an income. The prop
erty tax to be paid on class 3cc property as otherwise determined 
by law, less any reduction received pursuant to section 273.135, 
regardless of whether or not the market value is in excess of the 
homestead base value, for all pu,poses shall be reduced by 4l> 50 
percent of the amount of such tax; provided that the amount of 
said reduction shall not exceed ~ $525. If the market value is in 
excess of the sum of $28,000 $30,000, the amount in excess of that 
sum shall be valued and assessed at U 25 percent in 19!1!1, 1979 for 
taxes payable in IMS 1980 and 30 p&eem thereaftei, subsequent 
years, in the case of agricultural land used for a homestead and 3G 
33-½ percent in the case of all other real estate used for a home
stead for taxes payable in 1918 and 33--½- peFeeRt fel' twree pay
able la !919 1980 and subsequent years. 

Sec. 7. Minnesota Statutes 1978, Section 273.13, Subdivision 
14a, is amended to read: 

Subd. 14a. [BUILDINGS AND APPURTENANCES ON 
LAND NOT OWNED BY OCCUPANT.] The property tax to be 
paid in respect of the value of all buildings and appurtenances 
thereto owned and used by the occupant as a permanent residence, 
which are located upon land subject to property taxes and the 
title to which is vested in a person or entity other than the occu
pant, for all purposes shall be reduced by # 50 percent of the 
amount of the tax in respect of said value as otherwise determined 
by law, but not by more than~ $525. 

Sec. 8. Minnesota Statutes 1978, Section 273.132, is amended to 
read: 

273.132 [STATE rAiu AG.ttICULTURAL CREDIT.] The 
county auditor shall reduce the tax for school purposes on all 
property receiving the homestead credit pursuant to section 
273.13, subdivision 6, by an amount equal to the tax levy that 
would be produced by applying a rate of 15 mills on the property. 
The county auditor shall reduce the tax for school purposes on all 
other agricultural lands and all real estate devoted to temporary 
and seasonal residential occupancy for recreational purposes, hut 
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not devote<l to commercial purposes, by an amount that would be 
produced by applying a rate of too 12 mills on the property. The 
amounts so computed by the county auditor shall be submitted t.o 
the commissioner of revenue as part of the abstracts of tax lists 
required to be filed with the commissioner under the provisions of 
section 275.29. Any prior year adjustments shall also be certified 
in the abstracts of tax lists. The commissioner of revenue shall 
review such certifications to determine their accuracy. He may 
make such changes in the certification as he may deem necessary 
or return a certification to the county auditor for corrections. 

In 1977, payment shall be made according to the procedure 
provided in section 273.13, subdivision 15a, for the purpose of 
replacing revenue lost as a result of the reduction of property 
taxes provided in this section. In 1978, payment shall be made 
pursuant to sections 124.212, subdivision 7b and 124.11, for the 
purpose of replacing revenue lost as a result of the reduction in 
property taxes provided in this section. There is appropriated from 
the general fund in the state treasury to the commissioner of 
revenue the amount necessary to make these payments in fiscal 
year 1978. There is appropriated from the general fund in the 
state treasury to the department of education the amount neces
sary to make these payments in fiscal year 1979 and thereafter. 

Sec. 9. Minnesota Statutes 1978, Section 273.17, Subdivision 1, 
is amended to read: 

273.17 [ASSESSMENT OF REAL PROPERTY.] Subdivision 
1. In every year, on January 2, the assessor shall also assess all 
real property that may have become subject to taxation since the 
last previous assessment, including all real property platted since 
the last real estate assessment, and all buildings or other struc
tures of any kind, whether completed or in process of construction, 
of over $1,000 in value, the value of which has not been previously 
added to or included in the valuation of the land on which they 
have been erected. 'I'he aewI:v ru,sessed preperiy shall be valued 
initially at a value RGt aeeedmg the ,.,,.,Mge peroent ef mal'ket 
value used •~ the tffi£ le¥ies lei' its respeetive el&&s el preperiy in 
its assessment distriet il the maa,!ret value as Eletemuned by the 
assessor f'UFl!Uaa-t te seetian 378.11, cubdivision 1 aeeeels by fB8i'e 

trum ten pereea-t the limited mirnret value establisheel fat, that 
elass ef property, The assessmem !Jhall be inereaseel to market 
value in affilHIII iaserements w previded in ceetion 273.11, subdi
visien 2 rmW !'Heh ti= as the ~ is reassessed, He shall 
make return thereof to the county auditor, with his return of 
personal property, showing the tract or lot on which each struc
ture has been erected and the market value added thereto by such 
erection. Every assessor shall list, without revaluing, in each year, 
on a form to be prescribed by the commissioner of revenue, all 
parcels of land that shall have become homesteads or shall have 
ceased to be homesteads for taxation purposes since the last real 
estate assessment, and other parcels of land when the use of the 
land requires a change in classification or the land has been in
correctly classified in a previous assessment. 
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The county auditor shall note such change in the assessed valu
ation upon the tax lists, caused by a change in classification, and 
shall calculate the taxes for such year on such changed valuation. 
In case of the destruction by fire, flood, or otherwise of any build
ing or structure, over $100 in value, which has been erected pre
vious to the last valuation of the land on which it stood, or the 
value of which has been added to any former valuation, the 
assessor shall determine, as nearly as practicable, how much less 
such land would sell for at private sale in consequence of such 
destruction, and make return thereof to the auditor. 

Sec. 10. Minnesota Statutes 1978, Section 290A.03, Subdivision 
3, is amended to read: 

Subd. 3. [INCOME.] "Income" means the sum of the following: 

(a) federal adjusted gross income as defined in the Internal 
Revenue Code of 1954 as amended through December 31, 1976; 
and 

(b) the sum of the following amounts to the extent not included 
in clause (a): 

(i) additions to federal adjusted gross income as provided in 
Minnesota Statutes, Section 290.01, Subdivision 20, Clause (a) 
(1), (a) (2), (a) (3), (a) (10), (a) (13),and (a) (14); 

(ii) all nontaxable income; 

(iii) recognized net long term capital gains; 

(iv) dividends excluded from federal adjusted gross income 
under section 116 of the Internal Revenue Code of 1954; 

(v) cash public assistance and relief; 

(vi) any pension or annuity (including railroad retirement ben
efits, all payments received under the federal social security act, 
supplemental security income, and veterans disability pensions), 
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 in
come in the years when the payments were made; 

(vii) nontaxable interest received from the state or federal gov-
ernment or any instrumentality or political subdivision thereof; 

(viii) workers' compensation; 

(ix) unemployment benefits; 

( x) nontaxable strike benefits; and 

(xi) 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. 
In the case of an individual who files an income tax return on a 
fiscal year basis, the term "federal adjusted gross income" shall 
mean federal adjusted gross income reflected in the fiscal year 
ending in the calendar year. "Income" does not include 
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(a) amounts excluded pursuant to. the Internal Revenue Code, 
Sections lOl(a), 102,117, and 121; 

(b) amounts of any pension or annuity which was exclusively 
funded by the claimant or spouse and which funding payments 
were not excluded from federal adjusted gross income in the years 
when the payments were made; 

(c) gifts from nongovernmental sources; 

( d) surplus food or other relief in kind supplied by a govern
mental agency; 81' 

(e) relief granted under sections 273.012, subdivision 2 or 
290A.01 to 290A.21 ; or 

(f) child support payments received under a temporary or final 
decree of dissolution or legal separation. 

Sec. 11. Minnesota Statutes 1978, Section 290A.03, Subdivision 
11, is amended to read: 

Subd. 11. [RENT CONSTITUTING PROPERTY TAXES.] 
"Rent constituting property taxes" means l!l! 23 percent of the 
gross rent actually paid in cash, or its equivalent, or that portion 
of gross rent which is paid in lieu of property taxes, in ~ 1979 or 
any subsequent calendar year by a claimant solely for the right of 
occupancy of his Minnesota homestead in the calendar year, and 
which rent constitutes the basis, in the succeeding calendar year 
of a claim for relief under sections 290A.01 to 290A.21 by the 
claimant. 

Sec. 12. Minnesota Statutes 1978, Section 290A.04, Subdivision 
2, is amended to read: 

Subd. 2. The refund shall be paid to claimants whose property 
taxes payable exceed the following percentages of their income, up 
to the designated maximum credit amounts: 

For claimants earning: 

$0 to $2,999 $3,599, 0.5 percent, up to $475; 

3,00() 3,600 to 3,999 4,799, 0.6 percent, up to $475; 

4,GOO 4,800 to -4,llW 5,999, 0.7 percent, up to $475; 

-a;OOO 6,000 to 6;999 7,199, 0.8 percent, up to $475; 

6,000 7,200 to 6,999 8,399, 0.9 percent, up to $475; 

1,Q00 8,400 to !7,9-9!) 9,599, 1.0 percent, up to $475; 

8,000 9,600 to 8,999 10,799, 1.1 percent up to $475; 

·9-;00() 10,800 to 9,99911,999, 1.2 percent, up to $475; 

W;OO() 12,000 to 'W,999 13,199, 1.3 percent, up to $475; 

ll,00013,200 to H,00914,399, 1.4 percent, up to $475; 
~ 14,400 to ±9,999 23,999, 1.5 percent, up to $475; 
W;OOO 24,000 to n,999 27,599, 1.6 percent, up to $475; 
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~27,600 to $20,999 31,199, 1.8 percent, up to $425; 

~ 31,200 to &0,999 37,199, 2.0 percent, up to $375; 

&l,009 37,200 to~ 43,199, 2.2 percent, up to $350; 

3G,™ 43,200 to 40,999, 49,199, 2.4 percent, up to $325; 

41;000 49,200 to 44;9119 53,999, 2.6 percent, up to $325; 

4a,OOG 54,000 to ~ 63,599, 2.8 percent, up to $325; 

&3;000 63,600 to~ 79,199, 3.0 percent, up to $325; 

66,00{! 79,200 to 8-1,999 98,399, 3.2 percent, up to $325; 

~ 98,400 to 99;999 119,999, 3.5 percent, up to $325; 

100,000 120,000 and over, 4.0 percent, up to $325; 

provided that maximum credits for incomes above $20,000 
$24,000 decline according to the following schedule: 

between $20,000 $24,000 and $26,000 $31,000 decline ~ 
$13.89 per $1,000; between $M;OOO $31,200 and $36,000 $43,200 
decline$& $4.17 per $1,000. 

The payment made to a claimant shall be the amount of refund 
calculated pursuant to this subdivision, but not exceeding $675, 
less the homestead credit given pursuant to section 273.13, subdi
visions 6 and 7. 

Sec. 13. Minnesota Statutes 1978, Section 290A.04, Subdivision 
2a, is amended to read: 

Subd. 2a. An additional refund shall be allowed each claimant 
who was not disabled or who had not attained the age of 65 by 
June 1 of the year in which the taxes were payable IIBfi whese 
elaim fa based oo ta= paid oo the heme he 0Wfl8 in an amount 
equal to 3§ 50 percent of the amount by which property taxes 
payable and rent constituting property taxes exceed the sum of 
(a) the refund calculated pursuant to subdivision 2 and (b) the 
percentage of the claimant's household income specified in subdi
vision 2. The sum of the refunds provided in subdivision 2 and this 
subdivision shall not exceed the maximum amounts provided be
low. 

For claimants earning: 

$0 to !@;900 23,999, up to $$00 $1,100; 

00;009 24,000 to l!e,999 43,199, up to $800 $1,100; 

2-G;-900 -ta ~9, ap ta $eWt 

6€,000 43,200 and over, up to $325; 

provided that maximum refunds for incomes above $20,000 
$24,000 decline according to the following schedule: 

between $gQ,000 $24,000 and $2B,900 $43,200 decline $2➔ $40.36 
per $1,000t betweeH $2B,ooil lE4 $36,ooil deelme ~ flCr $1,000. 
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A claimant who owns his own homestead part of the year and rents 
part of the year may add his rent constituting property taxes to 
the qualifying tax on his homestead and receive the additional 
refund provided in subdivision 2a. 

Sec. 14. Minnesota Statutes 1978, Section 290A.04, Subdivision 
2b, is amended to read: 

Subd. 2b. An additional refund shall be allowed each claimant 
who is disabled or has attained the age of 65 by June 1 of the year 
in which the taxes were payable in an amount equal to 50 percent 
of the amount by which property taxes payable or rent constituting 
property taxes exceed the sum of (a) the refund calculated pur
suant to subdivision 2 and (b) the percentage of the claimant's 
household income specified in subdivision 2. The sum of the re
funds provided in subdivision 2 and this subdivision shall not 
exceed the maximum amounts provided below. 

For claimants earning: 
$fl to $t9;99923,999, up to $800 $1,000; 

OO;QOO 24,000 to~ 43,199, up to $800 $1,000; 

~ ta 25,999, ap ta~ 
2e;OOO ta 36,999, ap ta~ 
39;900 43,200 and over, up to $525; 

provided that maximum refunds for incomes above $29,QQQ 
$24,000 decline according to the following schedule: 

between $29;009 $24,000 and $26,900 $43,200 decline $12,eQ 
$3.00 per $1,QQQ; hetweeB $26,QQQ aftEl $36,QQQ Elee!me $00 peF 
$¼;009$100. 

In the case of a claimant who was disabled on or before June 1 
or who attained the age of 65 on the date specified in subdivision 
1, the refund shall not be less than the refund which the claimant's 
household income as defined in section 290A.03 and property tax 
or rent constituting property tax would have entitled him to re
ceive under Minnesota Statutes 197 4, Section 290.0618. 

Sec. 15. Minnesota Statutes 1978, Section 290A.04, Subdivision 
3, is amended to read: 

Subd. 3. The commissioner of revenue shall construct and make 
available to taxpayers a comprehensive table showing the property 
taxes to be paid and credit allowed at various levels of income and 
assessment. The table shall follow the schedule of income per
centage, maximums and other provisions specified in s1WEIMsi0n 
subdivisions 2, 2a, 2b, and 2c, except that the commissioner may 
graduate the transition between income brackets. 

For homestead property owners who are disabled or are 65 or 
older, as provided in subdivision 1, the commissioner shall base his 
determination of the credit on the gross qualifying tax reduced by 
the average statewide effective homestead credit percentage for 
taxes payable in 1975 calculated under section 273.13, subdivisions 
6 and 7. 
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Sec. 16. Minnesota Statutes 1978, Section 290A.04, is amended 
by adding a subdivision to read: 

Subd. 2c. [INFLATION ADJUSTMENT.] For claims based on 
property taxes payable in 1982 and rent constituting property taxes 
paid in 1981 and thereafter, the income amounts in subdivisions 2, 
2a, and 2b shall be adjusted for inflation. The commissioner of rev
enue shall determine and announce by September 1, 1981, the 
percentage increase from June, 1980, to June, 1981, in the revised 
all urban consumer price index for the Minneapolis-St. Paul metro
politan area prepared by the United States department of labor 
with 1967 as a base year. The income amounts in subdwisions 2, 
2a and 2b shall be increased by that percentage rounded to the 
nearest dollar to produce the inflation adjusted income amounts 
which shall be allowed under this subdivision for claims based on 
property taxes payable in 1982 and rent constituting property 
taxes in 1981. 

The commissioner of revenue shall determine and announce by 
September 1, 1982, and each succeeding year, the percentage 
increase from June, 1981, to June, 1982, in the revised all urban 
consumer price index for the Minneapolis-St. Paul metropolitan 
area prepared by the United States department of labor with 1967 
as a base year. The income amounts in subdivisions 2, 2a and 2b, 
as adjusted the previous year, shall be increased by that percent
age rounded to the nearest dollar to produce the inflation adjusted 
income amounts for claims based on property taxes payable in 1983 
and rent constituting property taxes paid in 1982 and each suc
ceeding year. 

Sec. 17. Minnesota Statutes 1978, Section 290A.04, is amended 
by adding a subdivision to read: 

Subd. 2d. If the net property taxes payable on a homestead in 
each of the years 1980 and 1981 increase more than ten percent 
over the net property taxes payable the preceding year, a claimant 
who is a homeowner shall be allowed an additional refund equal 
to 50 percent of the amount by which the increase exceeds 10 per
cent, up to a maximum additional refund of $200. This subdivision 
shall not apply to any increase in the net property taxes payable 
attributable to improvements made to the homestead. 

For purposes of this subdivision, "net property taxes payable" 
means property taxes payable after reductions made pursuant to 
section 273.13, subdivisions 6, 7 and 14a, and after the deduction 
of tax refund amounts for which the claimant qualifies pursuant 
to subdivisions 2, 2a and 2b. 

In addition to proofs required pursuant to chapter 290A, each 
claimant under this subdivision shall file with the property tax 
refund return a copy of the property tax refund return from the 
preceding year, together with a copy of the property tax statement 
for taxes payable in the preceding year or other documents re
quired by the commissioner. 

Sec. 18. [APPROPRIATION.] There is appropriated from the 
general fund to the commissioner of revenue the amounts necessary 
to make the payments provided in section 17. 
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Sec. 19. [EFFECTIVE DATES.] Sections 1 to 9 are effective 
for taxes levied in 1979, and subsequent years, payable in 1980 and 
subsequent years. Section 10 is effective for low income credits 
claimed for taxable years beginning after December 31, 1977 and 
for property tax refund claims based on rent paid in 1978 and 
property taxes payable in 1977. Sections 11 to 14 are effective for 
claims based on property taxes payable in 1980 and subsequent 
years and rent paid for occupancy only in 1979 and subsequent 
years. Section 16 is effective for claims based on property taxes 
payable in 1982 and subsequent years and rent paid for occupancy 
only in 1981 and subsequent years. Section 17 is effective only for 
property tax refunds based on the property taxes payable in 1980 
and 1981. 

ARTICLE XIII 

LEVY LIMITS 

Section 1. Minnesota Statutes 1978, Section 275.11, Subdivision 
2, is amended to read: 

Subd. 2. In any cl½' 81' statutory or home rule charter city, 
eJ£eept these ffl'g&Bized aeool'<img te Chapter 8, l,aws <>f l89e;. in 
addition to the levy provided for in subdivision 1, an additional 
levy may be made for general and special fund purposes as herein 
provided: 

If the Revised Consumer Price Index, as published by the 
United States Department of Labor, Bureau of Labor Statistics, 
for the city of Minneapolis ( or if no such index is published for 
the city of Minneapolis, for the nearest city to Minneapolis for 
which such index is published), as of Dece!Ilber 15 of any year 
( or for the date nearest to December 15 if no such index is pub
lished as of December 15), shall be above 102 (using the average 
for the years 1947-1949 as a base), the maximum levy limit shall, 
subject to the restrictions of this subdivision, be increased by 
3 ¼ percent for each of the first 6 points that said index may be 
increased and by one percent for each additional point increased 
above 6. A fractional point increase shall be disregarded if less 
than one-half point and treated as one point if one-half point, or 
more. In any city where more than 25 percent of the assessed val
uation consists of iron ore and in any statutory city, the levy 
permitted by this paragraph shall be in addition to any statutory 
or charter limitations. In any other city, the levy authorized by 
this paragraph shall be made within charter limitations. 

Sec. 2. Minnesota Statutes 1978, Section 275.50, Subdivision 
5, is amended to read: 

Subd. 5. Notwithstanding any other law to the contrary for 
taxes levied in l9'7'I'. 1978 payable in ~ 1979 and thereafter, 
"special levies" means those portions of ad valorem taxes levied 
by governmental subdivisions to: 

(a) satisfy judgments rendered against the governmental sub
division by a court of competent jurisdiction in any tort action, 
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or to pay the costs of settlements out of court against the govern
mental subdivision in a tort action when substantiated by a stipula
tion for the dismissal of the action filed with the court of com
petent jurisdiction and signed by both the plaintiff and the legal 
representative of the governmental subdivision, but only to the 
extent of the increase in levy for such judgments and out of court 
settlements over levy year 1970, taxes payable in 1971; 

(b) pay the costs of complying with any written lawful order 
initially issued prie,, -te Jruu1111y 1, 19'1-1 by the state of Minnesota, 
or the United States, or any agency or subdivision thereof, which 
is authorized by law, statute, special act or ordinance and is en
forceable in a court of competent jurisdiction, or any stipulation 
agreement or permit for treatment works or disposal system for 
pollution abatement in lieu of a lawful order signed by the govern
mental subdivision and the state of Minnesota, or the United 
States, or any agency or subdivision thereof which is enforceable 
in a court of competent jurisdiction. The commissioner of revenue 
shall in consultation with other state departments and agencies, 
develop a suggested form for use by the state of Minnesota, its 
agencies and subdivisions in issuing orders pursuant to this sub
division; 

( c) pay the costs to a governmental subdivision for their mini
mum required share of any program otherwise authorized by law, 
including the administrative costs of social services but not admin
istrative costs of public assistance programs or of county welfare 
systems, for which matching funds have been appropriated by the 
state of Minnesota or the United States, but only to the extent 
that the costs to the governmental subdivision for the program 
exceed those expended in calendar year 1970, subject to rules 
promulgated by the commissioner of revenue pursuant to the 
administrative procedures act. Amounts levied pursuant to this 
clause which are in excess of the amount necessary to meet the 
minimum required share of a program shall be deducted from 
the general levy made in the following year; 

( d) pay the costs not reimbursed by the state or federal govern
ment, of payments made to or on behalf of recipients of aid under 
any public assistance program authorized by law; 

( e) pay the costs of principal and interest on bonded indebted
ness, or, effective for taxes levied in 1973 and years thereafter, to 
reimburse for the amount of liquor store revenues used to pay the 
principal and interest due in the year preceding the year for 
which the levy limit is calculated on municipal liquor store bonds; 

( f) pay the costs of principal and interest on certificates of 
indebtedness, except tax anticipation or aid anticipation certifi
cates of indebtedness, issued for any corporate purpose except 
current expenses or funding an insufficiency in receipts from taxes 
or other sources or funding extraordinary expenditures resulting 
from a public emergency; 
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(g) fund the payments made to the Minnesota state armory 
building commission pursuant to section 193.145, subdivision 2, 
to retire the principal and interest on armory construction bonds; 

(h) provide for the bonded indebtedness portion of payments 
made to another political subdivision of the state of Minnesota; 

(i) pay the amounts required to compensate for a decrease in 
revenues from public service enterprises, municipal liquor stores, 
licenses, permits, fines and forfeits and no other, to the extent that 
the aggregate of revenues from these sources in the calendar year 
preceding the year of levy are less than the aggregate of revenues 
from these sources in calendar year 1971. "Revenues" from a 
public service enterprise or a municipal liquor store shall mean the 
net income or loss of such public service enterprise or municipal 
liquor store, determined by subtracting total expenses from total 
revenues, and before any contribution to or from the governmental 
subdivision. "Fines" for a municipal court means the net amount 
remaining after subtracting total municipal court expenses from 
total collections of municipal court fines. A governmental subdi
vision shall qualify for this special levy only if the decrease in 
aggregate revenues as computed herein and divided by the popu
lation of the governmental subdivision in the preceding levy year 
is equal to or greater than two percent of the per capita levy limita
tion for the preceding levy year; 

(j) pay the amounts required to compensate for a decrease in 
mobile homes property tax receipts to the extent that the govern
mental subdivision's portion of the total levy in the current levy 
year, pursuant to section 273.13, subdivision 3, as amended, is less 
than the distribution of the mobile homes tax to the governmental 
subdivision pursuant to section 273.13, subdivision 3, in calendar 
year 1971; 

(k) pay the amounts required, in accordance with section 
275.075, to correct for a county auditor's error of omission in levy 
year 1971 or a subsequent levy year, but only to the extent that 
when added to the preceding year's levy it is not in excess of an 
applicable statutory, special law or charter limitation, or the limi
tation imposed on the governmental subdivision by sections 275.50 
to 275.56 in the preceding levy year; 

(I) pay amounts required to correct for an error of omission in 
the levy certified to the appropriate county auditor or auditors by 
the governing body of a city or town with statutory city powers in 
a levy year, but only to the extent that when added to the preced
ing year's levy it is not in excess of an applicable statutory, special 
law or charter limitation, or the limitation imposed on the gov
ernmental subdivision by sections 275.50 to 275.56 in the preced
ing levy year; 

(m) pay the increased cost of municipal services as the result of 
an annexation or consolidation ordered by the Minnesota munici
pal board in levy year 1971 or a subsequent levy year, but only to 
the extent and for the levy years as provided by the board in its 
order pursuant to section 414.01, subdivision 15. Special levies 
authorized by the board shall not exceed 50 percent of the levy 
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limit base of the governmental subdivision and may not be in 
effect for more than three years after the board's order; 

(n) pay the increased costs of municipal services provided to 
new private industrial and nonresidential commercial develop
ment, to the extent that the extension of such services are not 
paid for through bonded indebtedness or special assessments, and 
not to exceed the amount determined as follows. The govern
mental subdivision may calculate the aggregate of: 

(1) The increased expenditures necessary in preparation for the 
delivering of municipal services to new private industrial and non
residential commercial development, but limited to one year's ex
penditures one time for each such development; 

( 2) The amount determined by dividing the overall levy limita
tion established pursuant to sections 275.50 to 275.56, and exclu
sive of special levies and special assessments, by the total taxable 
value of the governmental subdivision, and then multiplying this 
quotient times the total increase in assessed value of private in
dustrial and nonresidential commercial development within the 
governmental subdivision. For the purpose of this clause, the in
crease in the assessed value of private industrial and nonresiden
tial commercial development is calculated as the increase in 
assessed value over the assessed value of the real estate parcel~ 
subject to such private development as most recently determined 
before the building permit was issued. In the fourth levy year 
subsequent to the levy year in which the building permit was 
issued, the increase in assessed value of the real estate parcels 
subject to such private development shall no longer be included in 
determining the special levy. 

The aggregate of the foregoing amounts, less any costs of ex
tending municipal services to new private industrial and nonresi
dential commercial development which a.re paid by bonded indebt
edness or special assessments, equals the maximum amount that 
may be levied as a "special levy" for the increased costs of munici
pal services provided to new private industrial and nonresidential 
commercial development. In the levy year following the levy year 
in which the special levy made pursuant to this clause is discon
tinued, one-half of the amount of that special levy made in the 
preceding year shall be added to the permanent levy base of the 
governmental subdivision; 

( o) recover a loss or refunds in tax receipts incurred in non
special levy funds resulting from abatements or court action in the 
previous year pursuant to section 275.48; 

(p) pay amounts required by law to be paid to reduce unfunded 
accrued liability of public pension funds, including interest there
on, in accordance with the actuarial standards and guidelines spe
cified in sections 69.71 to 69.776 and 356.215 reduced for levy year 
1977 and subsequent years by 106 percent of the amount levied for 
that purpose in 1976, payable in 1977. For the purpose of this 
special levy, the estimated receipts expected from the state of 
Minnesota pursuant to sections 69.011 to 69.031 or any other state 
aid expressly intended for the support of public pension funds 
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shall be considered as a deduction in determining the required 
levy for the normal costs of the public pension funds. No amount 
of these aids shall be considered as a deduction in determining the 
governmental subdivision's required levy for the reduction of UD• 
funded accrued liability of public pension funds; 

(q) -the amOOiNS alleweEI Uf!Eiei' seetien ~ w establish and 
administer a commuter van program as allowed under section 
174.27; 

( r) pay reasonable and necessary expenses incurred in prevent
ing, preparing for or repairing the effects of a natural disaster. For 
purposes of this clause, "natural disaster" means the occurrence of 
or the threat of an occurrence of widespread or severe property 
damage, injury or loss of life resulting from natural causes, limited 
to fire, flood, earthquake, windstorm, wave action, oil spill, or 
other water contamination requiring action to avert danger or 
damage, volcanic activity, drought or air contamination. The 
emergency services division of the department of public safety 
shall formulate standards defining the level of property damage, 
injury or loss of life that has occurred or that would occur if 
preventive action were not taken, which will be deemed a natural 
disaster; 

(s) pay the cost of complying with a law enacted by the 1971 or 
a subsequent legislature that directly requires a new or altered 
activity of the government after levy year 1977, taxes payable in 
1978, but only to the extent of the increased cost of the activity 
resulting from legislatively mandated changes initially effective 
after levy year 1977, taxes payable in 1978; and 

( t) pay the cost of complying with the social security amend• 
ments of 1977, Pub. L. 95-216, 91 Stat. 1509, but only to the 
extent of the resulting increased social security costs after levy 
year 1977, taxes payable in 1978. 

Sec. 3. Minnesota Statutes 1978, Section 275.50, Subdivision 
6, is amended to read: 

Subd. 6. The cost to a governmental unit of implementing sec
tion 18.023, including sanitation and reforestation, as defined in 
section 18.023, subdivision 1, is a "special levy" and is not subject 
to tax levy limitations including those contained in sections 275.50 
to 275.56 and in Laws 1969, Chapter 593, as amended by Laws 
1974, Chapter 108, commencing with the levy made in 1976, pay
able in 1977, and terminating with the levy made in~ 1980, pay
able in ~ 1981. A i;e•.•emmental saadi--Jisi9R may malie a supple 
mentazy leyY m im, payable m 19'78, m all eeets of implement 
mg seetien ~ ineurrell. in ealenll.ar ye&¼' ~ m wiHeh a 
leyY was net maae m ~ payahle in ~ ¥ei> the JJMH'll8Se of 
eale11lating the ta* leyY limit ease YBEler seetien 2!11UH, m leyY 
ye8I' !-9n; tmEes payable ~ there silaB he sahtmetell. fl'0m the 
lev:y limit bass el aftY ga•;eFB1Bental s11bll.i>Jisian 811 1HB011Rt eEfual ta 
m pereent ef the am011nt levied antl.er soetkn 1&003 in le¥y year 
w.4, ta..es payable 19!,a, and inel111l.eEI in the ~ limit base el the 
ge•;ernmental s11bEli'Asi0n as a result el 1,aws !-MS, Chapt0¼' 13!1'., 
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Sec. 4. Minnesota Statutes 1978, Section 275.51, is amended by 
adding a subdivision to read: 

Subd. 3e. The property tax levy limitation for governmental 
subdivisions in 1979 payable in 1980 and subsequent years shall 
be calculated as follows: 

(a) The sum of the following amounts shall be computed: 

(1) the property tax permitted to be levied in 1978 payable 
1979 computed pursuant to Minnesota Statutes 1978, Section 
275.51, Subdivision 3d, plus 

(2) the amount of any state aids the governmental subdivision 
was entitled to receive in calendar year 1979 pursuant to sections 
477A.OI; 298.26; 298.28, subdivisions I and la; 298.281, subdivi
sion I; 298.282; and 294.26, plus 

(3) one-half of the amount of the special levy authorized under 
section 275.50, subdivision 5, clause (i) shall be added to the 
permanent levy limit base of the governmental subdivision in the 
year following the year in which it has been discontinued as a 
special levy pursuant to the provisions of section 275.50, subdivi
sion 5, clause (i). 

(b) The sum computed in clause ( a) shall be increased annually 
in the manner provided in section 275.52 to derive the levy limit 
base for successive years. 

( c) For taxes levied in 1980 payable 1981 and subsequent years, 
the levy limit base is the levy limit base which was computed for 
the immediately preceding year under the provisions of this sec
tion increased according to the provisions of section 275.52. Any 
amount levied in 1976 payable 1977 under the provisions of section 
275.50, subdivision 5, clauses (a), (c), (e) or (f) of the 1976 
edition of Minnesota Statutes, to meet the costs of programs, 
services or legal requirements which cease to exist in a subsequent 
year shall be subtracted from the levy limit base in the year in 
which the programs, services or legal requirements for which the 
levy was made cease to exist. 

( d) The levy limit base shall be reduced by the total amount of 
state formula aids pursuant to section 477 A.OJ and taconite taxes 
and aids pursuant to sections 294.26; 298.26; 298.28, subdivision 
I; and 298.282, to be paid in the calendar year in which property 
taxes are payable. As provided in section 298.28, subdivision I, 
for taxes payable in 1980 and thereafter, one cent per taxable ton 
of the amount distributed under section 298.28, subdivision I. 
clause (4)(c) shall not be deducted from the levy limit base of 
the counties that receive that aid. The resulting fif!ure is the 
amount of property taxes which a governmental subdivision may 
levy for all purposes other than. those for which special levies and 
special assessments are made. 

Sec. 5. Minnesota Statutes 1978, Section 275.52, Subdivision 2, 
is amended to read: 
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Subd. 2. The levy limit base, as adjusted for previous increases 
pursuant to this section, may be increased each year by the govern
ing body of the governmental subdivision affected thereby in the 
amount not to exceed sia< eight percent of the previous year's levy 
limit base for levy years 1978 and 1979 and in an amount not to 
exceed six percent of the previous year's base for subsequent years. 

Sec. 6. Minnesota Statutes 1978, Section 275.52, Subdivision 
5, is amended to read: 

Subd. 5. For taxes levied in 19n 1979 payable in 19!18 1980 or 
for taxes levied in ms 1980 payable in ±9'79 1981 a city other 
than a city of the first class, town, or county not containing a city 
of the first class which, in the preceding levy year, levied at least 
98 percent of its total limited levy amount, may determine to levy 
in excess of the limitation provided in sections 275.50 to 275.56 
by not to exceed 10 percent of its levy limit base by passing a 
resolution setting forth the amount by which the levy limit is 
proposed to be exceeded. The resolution shall be published for four 
successive weeks in the official newspaper of the governmental 
subdivision or if there is no official newspaper, in a newspaper of 
general circulation therein, together with a notice fixing a date 
for a public hearing on the proposed increase which hearing shall 
be held not less than four weeks nor more than six weeks after 
the first publication of the resolution. Following the public hear
ing, the governing body may determine to take no further action, 
or in the alternative, adopt a resolution authorizing the levy 
as originally proposed, or adopt a resolution approving a levy in 
such lesser amount as it so determines. The resolution shall be 
published in the official newspaper of the governmental sub
division or if there is no official newspaper, in a newspaper of 
general circulation therein. If within 30 days thereafter, a petition 
signed by voters equal in number to five percent of the votes 
cast in the governmental subdivision in the last general election 
or 2,000 voters, whichever is less, requesting a referendum on the 
proposed resolution is filed with the clerk or recorder of the gov
ernmental subdivision if the governmental subdivision is a city 
or town, or with the county auditor if the governmental sub
division is a county, the resolution shall not be effective until it 
has been submitted to the voters at a general or special election 
and a majority of votes cast on the question of approving the 
resolution are in the affirmative. The commissioner of revenue 
shall prepare a suggested form of question to be presented at 
any such referendum. A levy increased pursuant to this sub
division, whether not challenged or approved at a referendum held 
at a special or general election held prior to October 1 in any 
levy year, increases the allowable levy in that same levy year and 
provides a permanent adjustment to the levy limit base of the 
governmental subdivision for future levy years. There shall be no 
reduction in distributions of formula aids to the governmental 
subdivision as a result of the additional levy. 

Sec. 7. [REPEALER.] Minnesota Statutes 1978, Section 275.-
51, Subdivision 3d, is repealed. 
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ARTICLE XIV 

LOCAL GOVERNMENT AIDS 

Section 1. Minnesota Statutes 1978, Section 477 A.01, Subdivi
sion 1, is amended to read: 

477A.01 [LOCAL GOVERNMENT AID.] Subdivision 1. The 
state shall distribute $@ $64 for each person residing in the ter
ritory comprising each county for the cslendar year ~ 1980 
and $89 $70 for cslendar year ~ 1981 to the several taxing 
authorities, except school districts, with authority to impose taxes 
on property locsted in the county's territory. For purposes of this 
subdivision the number of persons residing in a county shall be 
the 1970 federal census population. For the purposes of sub
divisions 1, 3, 4, 4a and 4b, the counties of Anoka, Carver, Dakota, 
Hennepin, Ramsey, Scott, excluding the city of New Prague, and 
Washington shall be considered a single county. That portion of 
the city of New Prague which is in Scott county shall be treated 
as if it is in Lesueur county. 

Sec. 2. Minnesota Statutes 1978, Section 477 A.01, Subdivision 
4, is amended to read: 

Subd. 4. The balance of the distributions in ~ 1980 pursuant 
to subdivision 1, shall be divided among the several cities and 
towns in the county's territory in the proportion that the product 
of 

the city or town's 1970 federal census population or the average 
of the city's or town's 1970 federal census population and its 
current population as determined under the provisions of section 
275.53, whichever is greater; times 

(a) In the csse of a city or town outside the metropolitan area 
as defined in section 473.121, subdivision 2, or a city other than 
a city of the first class or town inside the metropolitan area, the 
sum of its average city or town mill rate for the three immediately 
preceding years divided by three; or 

(b) In the case of ·a first class city locsted within the metro
politan area, the sum of ( i) 60 percent of the dollar amount of its 
levy limitation and its special levies plus (ii) 40 percent of the 
dollar amount of its actual levy, divided by its taxable value ad
justed for the contributions and distribution required by chapter 
473F, for each of the three immediately preceding years divided 
by three, times 

its city or town ~ 1978 aggregate sales ratio as determined 
by the commissioner of revenue bears to the sum of the product 
of that calculation for all cities and towns in the territory. 

The balance of the distributions in ~ 1981 pursuant to sub
division 1 shall be divided among the several cities and towns in 
the county's territory in the proportion that the product of 

the city or town's 1970 federal census population or the average of 
the city's or town's 1970 federal census population and its current 
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population as determined under the provisions of section 275.53, 
whichever is greater; times 

(a) In the case of a city or town outside the metropolitan area 
as defined in section 473.121, subdivision 2, or a city other than 
a city of the first class or town inside the metropolitan area, the 
sum of its average city or town mill rate for the three immediately 
preceding years divided by three; or 

(b) In the case of a first class city located within the metro
politan area, the sum of (i) 60 percent of the dollar amount of its 
levy limitation and its special levies plus (ii) 40 percent of the 
dollar amount of its actual levy, divided by its taxable value ad
justed for the contributions and distribution required by chapter 
473F, for each of the three immediately preceding years divided 
by three, times 

its city or town ~ 1979 aggregate sales ratio as determined 
by the commissioner of revenue bears to the sum of the product 
of that calculation for all cities and towns in the territory. 

Sec. 3. [EFFECTIVE DATE.] This article is effective the day 
following final enactment. 

ARTICLE XV 

PUBLIC LANDS ALLOWANCE 

Section 1. Minnesota Statutes 1978, Chapter 124, is amended 
by adding a section to read: 

[124.311] [PUBLIC LANDS ALLOWANCE.] Subdivision 1. 
Each year on September 1, the state shall pay to any district where 
40 percent or more of the total land area is owned by the state, 
an amount equal to one dollar for each acre of land owned by the 
state in the district as of January 1 of the calendar year in which 
the payment is made. 

For purposes of this section, "land owned by the state" shall 
not include tax forfeited land held by the state in trust in favor 
of school districts, towns, cities, counties or other taxing districts. 

Subd. 2. In no case shall the payment authorized in subdivision 
1 in a gwen fiscal year be greater than an amount equal to 20 
mills times the 1977 adjusted assessed valuation of the district. 

Subd. 3. The payment pursuant to this section in any fiscal year 
shall be reduced by the amount of any payments received by the 
district in the preceding fiscal year under any law distributinl! 
proceeds in lieu of ad valorem tax assessments on copper, nickel 
or uranium properties. 

Subd. 4. In any district receiving a payment under the provisions 
of this section, the maximum permissible levy authorized by section 
275.125, subdivision 2a, shall be reduced by the amount of the pay
ment received in the year in which the levy is certified. 

Subd. 5. Payments received pursuant to the provisions of this 
section shall be deposited in the district's debt service fund and 
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shall be recognized as re.venue and reported on the district books 
of account in the same manner as the taxes collected by the levy 
certified in the year in which the payment is received. Payments 
shall not exceed 75 percent of the total debt service levy for each 
year. 

Subd. 6. For purposes of computing payments pursuant to this 
section, the commissioner shall consult with the state planning 
agency to determine in which school districts state owned land 
may be 40 percent or more of the total land area of the district. 
If the information the commissioner obtains is insufficient to de
termine if a particular district qualifies for aid under this section, 
the commissioner may require that the auditor of any county 
which has land within the district certify to the commissioner the 
data the commissioner may require to administer this section. 

An auditor who is required to submit data under this section 
may bill the school district for which the auditor submits the data 
for the costs incurred in providing the data. 

Sec. 2. [APPROPRIATION.] The sum of $685,000 is appropri
ated from the general fund to the department of education for 
the purpose of making the payments pursuant to section 1 for each 
year in the biennium ending July 1, 1981. 

ARTICLE XVI 

SALES TAX 

Section 1. Minnesota Statutes 1978, Section 297 A.01, is 
amended by adding a subdivision to read: 

Subd. 15. "Farm machinery" means new or used machinery, 
equipment, implements, accessories and contrivances used directly 
and principally in the production for sale, but not including the 
processing, of livestock, dairy animals, dairy products, poultry and 
poultry products, fruits, vegetables, forage, grains and bees and 
apiary products. "Farm machinery" shall include machinery for 
the preparation, seeding or cultivation of soil for growing agricul
tural crops, harvesting and threshing of agricultural products, and 
certain machinery for dairy, livestock and poultry farms, together 
with barn cleaners, milking systems, grain dryers, automatic feed
ing systems and similar installations. Irrigation equipment sold 
for exclusively agricultural use, including pumps, pipe fittings, 
values, sprinklers and other equipment necessary to the operation 
of an irrigation system when sold as part of an irrigation system, 
except irrigation equipment which is situated below ground and 
considered to be a part of the real property, shall be included in 
the definition of farm machinery. Repair or replacement parts for 
farm machinery shall be included in the definition of farm ma
chinery. 

Tools, shop equipment, grain bins, feed bunks, fencing material, 
communication equipment and other farm supplies shall not be 
considered to be farm machinery. "Farm machinery" does not in
clude motor vehicles required to be registered under chapter 297B, 
snowmobiles, snow blowers, lawn mowers, garden-type tractors or 
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garden tillers and the repair and replacement parts for those vehi
cles and machines. 

Sec. 2. Minnesota Statutes 1978, Section 297A.02, is amended 
to read: 

297A.02 [IMPOSITION OF TAX.] Except as otherwise pro
vided in Extra Session Laws 1971, Chapter 31, Article 1, there is 
hereby imposed an excise tax of four percent of the gross receipts 
from sales at retail, as hereinbefore defined, made by any person 
in this state after October 31, 1971. 

Notwithstanding the foregoing, the tax imposed hereby upon 
sales at retail through coin-operated vending machines shall be 
three percent of the gross receipts of such sales, and the tax im
posed upon sales at retail of farm machinery shall be two percent 
of the gross receipts from such sales . 

Sec. 3. Minnesota Statutes 1978, Section 297A.14, is amended 
to read: 

297A.14 [USING, STORING OR CONSUMING TANGIBLE 
PERSONAL PROPERTY; ADMISSIONS; UTILITIES.] For 
the privilege of using, storing or consuming in Minnesota tangi
ble personal property, tickets or admissions to places of amusement 
and athletic events, electricity, gas, and local exchange telephone 
service purchased for use, storage or consumption in this state, 
there is hereby imposed on every person in this state a use tax 
at the rate of four percent , or two percent in the case of farm 
machinery, of the sales price of sales at retail of any of the afore
mentioned items made to such person after October 31, 1971, 
unless the tax imposed by section 297 A.02 was paid on said sales 
price. 

Motor vehicles subject to tax under this section shall be taxed 
at the fair market value at the time of transport into Minnesota 
if such motor vehicles were acquired more than three months prior 
to its transport into this state. 

Netwithstaad.4lg ruiy etha previsieas ef see-ti0Rs 297A.01 1le 
297.'..14 -te the eeatfary, the eest ef ~ aBd iRk !)Pedaets el!
eeediag $100,0QQ in aay ealeaelaP Y0ai'; aseel eF ceasameel in 131aelae 
mg a 13t>bl;eatisa aa ee!iReel iR seetiaR 297A.2a, saaeli•:isieR ~ cla"80 
,f¼t is s11ajeet t& the tmE imf)SSeel by this seetieR. 

Sec. 4. Minnesota Statutes 1978, Section 297 A.24, is amended 
to read: 

297.24 [TAXES IN OTHER STATES.] If any article of tan
gible personal property or any item enumerated in section 297 A.14 
has already been subjected to a tax by any other state in respect 
of its sale, storage, use or other consumption in an amount less 
than the tax imposed by sections 297 A.01 to 297 A.44, then as 
to the person who paid the tax in such other state, the provisions 
of section 297A.14 shall apply only at a rate measured by the 
difference between the rate herein fixed and the rate by which 
the previous tax was computed. If such tax imposed in such other 
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state was f&IH' ~t at the rate set in section 297 A.14 or more, 
then no tax shall be due from such person under section 297 A.14. 

Sec. 5. Minnesota Statutes 1978, Section 297 A.25, Subdivision 
1, is amended to read: 

297A.25 [EXEMPTIONS.] Subdivision 1. The following are 
specificafly exempted from the taxes imposed by sections 297 A.01 
to 2.97A.44: 

(a) The gross receipts from the sale of food products including 
but not limited to cereal and cereal products, butter, cheese, milk 
and milk products, oleomargarine, meat and meat products, fish 
and fish products, eggs and egg products, vegetables and vege
table products, fruit and fruit products, spices and salt, sugar and 
sugar products, coffee and coffee substitutes, tea, cocoa and cocoa 
products; 

(b) The gross receipts from the sale of prescribed drugs and 
medicine intended for use, internal or external, in the cure, miti
gation, treatment or prevention of illness or disease in human 
beings and products consumed by humans for the preservation 
of health, including prescription glasses, therapeutic and pros
thetic devices, but not including cosmetics or toilet articles not
withstanding the presence of medicinal ingredients therein; 

(c) The gross receipts from the sale of and the storage, use or 
other consumption in Minnesota of tangible personal property, 
tickets, or admissions, electricity, gas, or local exchange telephone 
service, which under the Constitution or laws of the United States 
or under the Constitution of Minnesota, the state of Minnesota 
is prohibited from taxing; 

( d) The gross receipts from the sale of tangible personal prop
erty (i) which, without intermediate use, is shipped or transported 
outside Minnesota and thereafter used in a trade or business or 
is stored, processed, fabricated or manufactured into, attached 
to or incorporated into other tangible personal property trans
ported or shipped outside Minnesota and thereafter used in a trade 
or business outside Minnesota, and which is not thereafter re• 
turned to a point within Minnesota, except in the course of inter
state commerce (storage shall not constitute intermediate use); 
or (ii) which the seller delivers to a common carrier for delivery 
outside Minnesota, places in the United States mail or parcel post 
directed to the purchaser outside Minnesota, or delivers to the 
purchaser outside Minnesota by means of the seller's own delivery 
vehicles, and which is not thereafter returned to a point within 
Minnesota, except in the course of interstate commerce; 

(e) The gross receipts from the sale of packing materials used 
to pack and ship household goods, the ultimate destination of 
which is outside the state of Minnesota and which are not there
after returned to a point within Minnesota, except in the course 
of interstate commerce; 

( f) The gross receipts from the sale of and storage, use or 
consumption of petroleum products upon which a tax has been 
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imposed under the provisions of chapter 296, whether or not any 
pan of said tax may be subsequently refunded; 

(g) The gross receipts from the sale of clothing and wearing 
apparel except the following: 

( i) all articles commonly or commercially known as jewelry, 
whether real or imitation; pearls, precious and semi-precious 
stones, and imitations thereof; articles made of, or ornamented, 
mounted or fitted with precious metals or imitations thereof; 
watches; clocks; cases and movements for watches and clocks; gold, 
gold-plated, silver, or sterling flatware or hollow ware and silver
plated hollow ware; opera glasses; lorgnettes; marine glasses; field 
glasses and binoculars. 

(ii) articles made of fur on the hide or pelt, and articles of which 
such fur is the component material or chief value, but only if such 
value is more than three times the value of the next most valuable 
component material. 

(iii) perfume, essences, extracts, toilet waters, cosmetics, petro
leum jellies, hair oils, pomades, hair dressings, hair restoratives, 
hair dyes, aromatic cachous and toilet powders. The tax imposed 
by this act shall not apply to lotion, oil, powder, or other article 
intended to be used or applied only in the case of babies. 

(iv) trunks, valises, traveling bags, suitcases, satchels, overnight 
bags, hat boxes for use by travelers, beach bags, bathing suit 
bags, brief cases made of leather or imitation leather, salesmen's 
sample and display cases, purses, handbags, pocketbooks, wallets, 
billfolds, card, pass, and key cases and toilet cases. 

(h) The gross receipts from the sale of and the storage, use, or 
consumption of all materials, including chemicals, fuels, petroleum 
products, lubricants, packaging materials, including returnable 
containers used in packaging food and beverage products, feeds, 
seeds, fertilizers, electricity, gas and steam, used or consumed in 
agricultural or industrial production of personal property intended 
to be sold ultimately at retail, whether or not the item so used be
comes an ingredient or constituent part of the property produced. 
Such production shall include, but is not limited to, research, de
velopment, design or production of any tangible personal property, 
manufacturing, processing ( other than by restaurants and con
sumers) of agricultural products whether vegetable or animal, com
mercial fishing, refining, smelting, reducing, brewing, distilling, 
printing, mining, quarrying, lumbering, generating electricity and 
the production of road building materials. Such production shall 
not include painting, cleaning, repairing or similar processing of 
property except as part of the original manufacturing process. 
Machinery, equipment, implements, tools, accessories, appliances, 
contrivances, furniture and fixtures, used in such production and 
fuel, electricity, gas or steam used for space heating or lighting, 
are not included within this exemption; however, accessory tools, 
equipment and other short lived items, which are separate de
tachable units used in producing a direct effect upon the product, 
where such items have an ordinary useful life of less than 12 
months, are included within the exemption provided herein; 
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(i) The gross receipts from the sale of and storage, use or other 
consumption in Minnesota of tangible personal property (aee11t 
as 11reviEieEI m aeetien !l9'7A. 14) which is used or consumed in 
producing any publication regularly issued at average intervals 
not exceeding three months, and any such publication. For pur
poses of this subsection, "publication" as used herein shall include, 
without limiting the foregoing, a legal newspaper as defined by 
Minnesota Statutes 1965, Section 331.02, and any supplements or 
enclosures with or part of said newspaper; and the gross receipts 
of any advertising contained therein or therewith shall be exempt. 
For this purpose, advertising in any such publication shall be 
deemed to be a service and not tangible personal property, and 
persons or their agents who publish or sell such newspapers 
shall be deemed to be engaging in a service with respect to gross 
receipts realized from such newsgathering or publishing activi
ties by them, including the sale of advertising. Machin~ry, equip
ment, implement, tool, accessories, appliances, contrivances, furni
ture and fixtures used in such publication and fuel, electricity, 
gas or steam used for space heating or lighting, are not exempt; 

(j) The gross receipts from all sales of tangible personal prop
erty to, and all storage, use or consumption of such property by, 
the United States and its agencies and instrumentalities or a state 
and its agencies, instrumentalities and political subdivisions. 

(k) The gross receipts from the isolated or occasional sale of 
tangible personal property in Minnesota not made in the normal 
course of business of selling that kind of property, and the storage, 
use, or consumption of property acquired as a result of such a sale; 

(1) The gross receipts from sales of rolling stock and the stor
age, use or other consumption of such property by railroads, freight 
line companies, sleeping car companies and express companies 
taxed on the gross earnings basis in lieu of ad valorem taxes. For 
purposes of this clause "rolling stock" is defined as the portable 
or moving apparatus and machinery of any such company which 
moves on the road, and includes, but is not limited to, engines, 
cars, tenders, coaches,. sleeping cars and parts necessary for the 
repair and maintenance of such rolling stock. 

(m) The gross receipts from sales of airflight equipment and the 
storage, use or other consumption of such property by airline 
companies taxed under the provisions of sections 270.071 to 
270.079. For purposes of this clause, "airflight equipment" includes 
airplanes and parts necessary for the repair and maintenance of 
such airflight equipment, and flight simulators. 

(n) The gross receipts from the sale of telephone central office 
telephone equipment used in furnishing intrastate and interstate 
telephone service to the public. 

( o) The gross receipts from the sale of and the storage, use or 
other consumption by persons taxed under the in lieu provisions 
of chapter 298, of mill liners, grinding rods and grinding balls which 
are substantially consumed in the production of taconite, the ma-
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terial of which primarily is added to and becomes a part of the 
material being processed. 

(p) The gross receipts from the sale of tangible personal prop
erty to, and the storage, use or other consumption of such property 
by, any corporation, society, association, foundation, or institution 
organized and operated exclusively for charitable, religious or 
educational purposes if the property purchased is to be used in 
the performance of charitable, religious or educational functions, 
or any senior citizen group or association of groups that in general 
limits membership to persons age 55 or older and is organized and 
operated exclusively for pleasure, recreation and other nonprofit 
purposes, no part of the net earnings of which inures to the benefit 
of any private shareholders; 

( q) The gross receipts from the sale of caskets and burial vaults; 

( r) The gross receipts from the sale of cigarettes. 

(s) The gross receipts from the sale of an automobile or other 
conveyance if the purchaser is assisted by a grant from the United 
States in accordance with 38 United States Code, Section 1901, 
as amended. 

( t) The gross receipts from the sale to the licensed aircraft 
dealer of an aircraft for which a commercial use permit has been 
issued pursuant to section 360.654, if the aircraft is resold while 
the permit is in effect. · 

( u) The gross receipts from the sale of building materials to 
be used in the construction or remodeling of a residence when the 
construction or remodeling is financed in whole or in part by the 
United States in accordance with 38 United States Code, Sections 
801 to 805, as amended. This exemption shall not be effective at 
time of sale of the materials to contractors, subcontractors, build
ers or owners, but shall be applicable only upon a claim for refund 
to the commissioner of revenue filed by recipients of the benefits 
provided in Title 38 United States Code, Chapter 21, as amended. 
The commissioner shall provide by regulation for the refund of 
taxes paid on sales exempt in accordance with this paragraph. 

(v) The gross receipts from the sale of textbooks which are 
prescribed for use in conjunction with a course of study in a pub
lic or private school, college, university and business or trade 
school to students who are regularly enrolled at such institutions. 
For purposes of this clause a "public school" is defined as one 
that furnishes course of study, enrollment and staff that meets 
standards of the state board of education and a private school is 
one which under the standards of the state board of education, 
provides an education substantially equivalent to that furnished 
at a public school. Business and trade schools shall mean such 
schools licensed pursuant to section 141.25. 

(w) The gross receipts from the sale of and the storage of 
material designed to advertise and promote the sale of mer
chandise or services, which material is purchased and stored for 
the purpose of subsequently shipping or otherwise transferring 
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outside the state by the purchaser for use thereafter solely outside 
the state of Minnesota. 

(x) The gross receipt from the sale of residential heating fuels 
in the following manner: 

(i) all fuel oil, coal, wood, steam, propane gas, and L.P. gas 
sold to residential customers for residential use; 

(ii) natural gas sold for residential use to customers who are 
metered and billed as residential users and who use natural gas 
for their primary source of residential heat, for the billing months 
of November, December, January, February, March and April; 

(iii) electricity sold for residential use to customers who are 
metered and billed as residential users and who use electricity for 
their primary source of residential heat, for the billing months of 
November, December, January, February, March and April. 

(y) The gross receipts from either the sales to or the storage, 
use or consumption of tangible personal property by an organiza
tion of military service veterans or an auxiliary unit of an organ
ization of military service veterans, provided that: 

( i) the organization or auxiliary unit is organized within the 
state of Minnesota and is exempt from federal taxation pursuant 
to section 501 ( c), clause (19), of the Internal Revenue Code as 
amended through December 31, 1978; and, 

(ii) the tangible personal property which is sold to or stored, 
used or consumed by the organization or auxiliary unit is for 
charitable, civic, educational, or nonprofit uses and not for social, 
recreational, pleasure or profit uses. 

( z) The gross receipts from the sale of tangible personal prop
erty to, and the storage, use or other consumption of such prop
erty by a county agricultural society incorporated pursuant to sec
tion 38.01 to be used for the purposes of sections 38.01 to 38.28. 

Sec. 6. [EFFECTIVE DATE.] Sections 1, 2, 4 and the pro
visions in section 3 relating to farm machinery are effective for 
sales made after December 31, 1977. Section 5 and the provision 
in section 3 deleting the reference to paper and ink products are 
effective for sales made the day following final enactment. 

ARTICLE XVII 

INHERITANCE TAX 

Section 1. Minnesota Statutes 1978, Section 291.005, Sub
division l, is amended to read: 

291.005 [DEFINITIONS.] Subdivision 1. Unless the context 
otherwise clearly requires, the following terms used in this chapter 
shall have the following meanings: 

fl-} "P,eeate assets!! meaRB aBd iHelaEi8S f'l'epel't;< eWRed ey a 
aeeeaaK &I; ~ time ef his aeath Fe<juired ey seetien li~-!700 te 
be listea 81¼ a fle!/56RfH i'9f'r2aeatativc!s iRV€ffiery &Ba &f'fll&isemeat. 



53RD DAY] MONDAY, MAY 14, 1979 2199 

-f2+ "Non prohate assets" me&BS ami ineladee aB pl\Jpe.l:;, ef 
every kiRd tnmsfe-d H8Rl a deeedent 81' at 81' by l'8888ll el the 
deeedeat?s death whieh is sal,jeet te the ieheritRRee t.u impose II by 
this ehajlt81' (without l'egaM t& dedBetioRB er e!tCIBfltiORB) aB4 
whieh dees Bet eonsiet af prehate Oll8ets. 

(I) "Federal gross estate" means the gross estate of a decedent 
as determined for federal estate tax purposes punuant to the 
provisions of the Internal Revenue Code. 

(2) "Personal representative" means the executor, administra
tor or other person appointed by the court to administer and dis
pose of the property of the decedent. If there is no executor, ad
ministrator or other person appointed, qualified, and acting within 
this state, then any person in actual or constructive possession of 
any property having a situs in this state which is included in the 
federal gross estate of the decedent shall be deemed to be a per
sonal representative to the extent of such property and the Min
nesota estate tax due with respect to such property. 

(3) "Resident decedent" means an individual whose residence 
at the time of his death was in Minnesota. 

( 4) "Nonresident decedent" means an individual wlw at the 
time of his death was not a resident of Minnesota. 

(5) "Situs of property" means, with respect to real property, 
the state or county in which it is located; with respect to tangible 
personal property, the state or country in which it was normally 
kept or located at the time of the decedent's death; and with 
respect to intangible personal property, the state or country in 
which the decedent was a resident at death. 

-{3t (6) "Commissioner" means llRft refers te the commissioner 
of revenue el this state or any person &P l,8Ely within the state de
padment of .,.,,,eBQe to whom he may have delegated his functions 
under this chapter. 

W ~ruleet ehiJd!! means a eatBPOI emld el the deeelleRt, 
81' a ehild adopted by the deeedeR-t wile is ineapable of furnishing 
his oWB SQjlJ)Ol't by reason el a physieal or mental aikneR-t, illness 
a,, defoi:mity. !l'he eommissioncl' may PeljQeet ·,erilieation <lf the 
physical or mental eoe<litioe el the child hefol,e allowing the 8!10mjl 
tioRS llR8 ates BJ)J)iieal,le to a deperuleet ehild QR681' this ehapter. 

-(-lB- ~cpehild" means a ehild who is not the decedent's natural 
a,, adOjlted ehild but is the natural er adopted ehild <lf the de
eed~ SBIViving OF deeeased spoBse. 

(7) "Internal Revenue Code" means the United States Internal 
Revenue Code of 1954 as amended through December 31, 1978. 

Sec. 2. Minnesota Statutes 1978, Section 291.01, is amended to 
read: 

291.01 [TAX IMPOSED.] Subdivisioe h A tax shall he llR8 is 
hereby imposed upon any the transfer of jll'8jl0l'ty, real, pemonal or 
milred, OF any interest therein, or meome therelFom in tmst OF 
otherwise, to any person, ft606eiatioe or eerpemtion, e,reept eoooty, 
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tawR &F meaieipal e9rp0Ellti&a witltiR the state, feF ~ eeen~, 
tewa a,, m::aiei11al 11erpasos, in the fallowing -. 

flt When the kaasfer i& ey will a,, ey the iatestate laws ef thi,; 
state ff6FB aay f!9l68ft GYing 11assessed of the f!l'8f!fflY while a re:i 
dent ef this llta*, 

~ When a tFaasfer is hy will a,, intestate law, of 11re11eriy within 
the state a,, within its jurisdieti0R a,,d the deredem was a -
resident ef the &tote at the time ef his deatl¥, 

{3)- WheB the :l'l!RsfeF i6 ef f!Faperiy made hy a resident &F ey a 
11&a.-esideBt when seeh mmresideat!s JIF8Periy is within this state, 
e.- wit-hin its ~ hy deed; gi;,mt, bMgain, sale &F gift; made 
in 00ffte,nf)lati8R ef the de%h ef the granter, VeRQel'; &F OOll&F; &F 
intended ta take ef!eet in 11esscssion &F eajaymeat at &F ,Hte,, seeh 
death; aay traasfeF ef the ma:erial )>&rt ef the f!l'&P"F'-~ ef a de
eeaood ill the Bature ef a final dL"fl8siti&a a,, distribati<m thereaf 
IMt!e within tlmse years f!H6l' ta death, wit-lJ&et arlef!;eate llflQ full 
eaHSideratien in FBOOey er manay's wel'th, shall, unless sh0Wll te the 
€-'cRtmry, be deemed ~o have been made in eentem11latiaa ef death, 
but ae slS0IJ tFaasfer made paeF ta seeh thFee yea.- fl8l'ied shall be 
deemed &F held te have been made in eaatem11latioa ef deatht a,,d 

-f4-) Nat.mag ia this eha11ter slJall be eensmied as iFBf!esiag a ta" 
Ufl8R llflY ~ as defined in this eha11ter, af intaHgibleG, hewever 
QlleQ er held, whether in treat er otherwise, by a pereea, er ey .-ea
sen a!' the death el' a 11ersea, who was net a resideBt ef this s;ato 
at the time m ms death. 

Sabd. 2' &!eh tai. shall IJe impesed when aay sueh persen er 
oorporatien beoomes beBef¼eially eatitled, iB possessiea &F """"8-
taaey, ta aay preperty er the iaeeme thereof, by aay :::eh traasfe.
whether ma,le bef&re er after the passage el' this ehapter. 

Sabd7 3. A ta..&We !masfe• t!Bel'l' the pra'lisieas ef this ehapter 
ehall ma deemed ta have beea mad"' 

flt !J'e the e*tem el' aey BF9perty with res11eet ta whleh ~he 
deeedeat has a~ the time ef his death geae.-al peweF ef appoint 
meat, ereated ea &F befe:·c Oe-tel,ea, \H, -HI~ is e..ereised ey the 
deeedea-t . 

fAteywill,&F 

+B+ ey dispesitie?. wme~ is el =h aat,,,,a that if it were a 
transfer ef ~y ewscd by the deeedeat,. saeh tFali>Sfer weu!4 
be tai<ahle under the prov,eie115 ef this ehapter; 

bat the faili¼re ta €'eeceise such a f)0Wer er the eemplete l'elease 
ef saeh a fJ0Wei' &hall R8t be deemed aa """""ise thereef, li a 
geaeml f)0Wer ef """'9intFBBRt <'reated -. er befure Gclal:,e, Q.l, 
l94g, has been partially releaccd s0 that it is ae leageF a general 
p<>wer ef apfJ&iat-mcat, the eirereie;e ef 6'1Ch pewea, shall R8t be 
eeemed ta Jae the eseereise el a general l'9Wet' ef a11pointment if 

W seeh partial release 9€€UB'ed before Na\•embeP -t, WW. er 
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+» the aeeee ef sueh pewer was 11116el' a legal ~ ta 
release 8'=Cft pewer ea GetabeP 2-1., 194l!, &HE! sueh p&F.ial release 
oee,m,ed R&t !atei- thaR si;r months after tlie termination ef sueh 
legal tllsaoimy, 

~ ~ the 8lEteRi ef any preperty with resf)eet t.e whieh the 
Eleeeaent has at the time ef ms death a general pewer ef ~fleint 
ment GeateEI after Oeteller 21, ~ et' with respeet te whieh tAe 
tleeedent ft8S at any time ooePeised e, ~eleased. saeh a pewel" ef 
appeintment lly a Eli!J!l8Sitie,i whleh is ef sueh BB-tare that if it 
were a traRSfer ef prepePty ewBeEI lly tlae deeede11ct, saeh tP&RSfer 
weaM be tuable aBEla, tlae pi'0YisieBs ef ~ ehapter. A diselawer 
et' i'8Rlm€iatien ef sueh a pewer ef appeiRtment shall net he 
deemed a release ef sueh pewero, F8!C PW'fl8Sea ef this plll'llgratm 
-f2+, the pewer ef appe:ntment shall be eensiElered ta elH8t ea the 
Elate ef the Eleeedent!s death e¥eR thea,;h the ei£ereise ef the pewer 
is G111ljeet tea preeedent giyiRg ef R8Q89 eP e¥eR tooagh the e11ereise 
ef the pewer takes eUeet en½' ea the ~ ef a stated periea 
after it/! aereise, whether er net ea el' hefere the date ef the 
Eleeedent's death netiee has ken given el' the pewer has ken 
e11ereised. 

-f31" !J'& the 8JEtenl; ef any flPSflelty with respeet te whieh the 
deeedentt. 

+A}-llywill,81' 

00 lly a tlispositien whieh is ef sueh nature that if it were a 
traHBier ef property ewBeEI lly the deeedent Glleh transfer wewd he 
taa!able llBEler the pre'Jisiens ef this ehapter, 

e!l8l'eises a pewer ef appointment ereated after Oet&eer 21, 
!94l!, lly el'eating another pewer ef &flflointment whieh ean he 
validly 8ll8!'eiseEl s& aa te pestpone the vesting ef any estate 81' 
intel'CSt in 9118B prof)erty, el' susf)end the absolute 8WRersmp 8f 
pewer ef alienatiea ef saeh property, fei, a periea aseert11inable 
without regaffi te the eate ef the ereation ef the firet pewer. 

-f4t ~ t8l'Rl "geneml pewer ef &flpointment!! means ef pewer 
whieh is 8!iel'cis&91e in favel' ef the Eleeedent, his estate; hie ereei
t8fs el' the ereditors ef his estate; C!E8ept ~ 

-fA} A pewer ta eon511me, in¥8de, 81' appi'8flriate proflerty f8f 
the llenefit ef the Eieeeaent whieh is lmlited lly a11c aseertainable 
staadard relating ta the health, edueation, sapport, el' mainte
Rallcee ef the deeedent ohaR R&t he deemed a general pewer ef 
appoia-tffieet. 

00 A pewer ef apflointment ereated 8R 8f hefere Qeteber U; 
1942; whieh is 8liel'E!iaahle lly the deeedent 8Rly in eeaj0Retion 
with aR&ther pers8R shall R&t be deemed a general pewer ef 
&flpointment. 

+Gt IR the eaee ef a pewer ef &flpointment ereated after Qeteber 
U; 19,4g, which is ~e,eisable ay the deeedent 8Rly in eeaj011cetiea 
wil;h another !Jerson: 
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· delie1 iring the value ef a 13essihiaty ~ the peliey Ell' 13roeeeds 
tae,eef may he suh;ieet ta a l')8Wel' ef dis13eeiti;:s!a; the aeeedent, 
eueli 13eesihility ohell he Y&fl,K!ft ru; if it wero a · ility ~ sue!¼ 
fl8liey 81' 13roeeeds may retum ta the deeedent 8l' tms estate, 

~ 8ueli 13reeeeds shaH he deemed a tr&BSfep withiB ~ -
mg ef ~ tenn ae ased iB this eha13teF anEl a pai't ef deeedent's 
estate; anEl ehall he t&Hhle te the fl8l08B 8i' 13el8eRS entitled there
~ 

-(-3+ ~ eeffJemtioB, partaeeBip, aoeeeiation, iadP.tiElual, GfQ8f 
8i' seeiety &11titeri20E! ta tl'!lftsaet life; aeei<lent, fratemal, m11t11al 
henefit, 81' Elea-ta henefit iRSaranee hasineaa whieh shall ~ ta any 
13el88R; asseeiatien; 81' 08l'Jl8ffltien ~· inslH'&llee 8i' aeatk henefit 
iB aeess ef ~ 8i' shall tMBSfer any 'IID!l&ia halanee ef; 8i' any 
intereat in, any annllity eentn1et 81' de13csit, 11130B the ae&ta ef a 
reeident of tms state; ehall give netiee of SlleB 13ayment 8i' t.aRSfBf 
te the nmmiasieneF withiB ten days hem the date thereel. Sue!¼ 
netiee shall he given en the f8i'IB£I 13reserihed lly the eemmissiener 
and Illich netiee ehall set~ Slieh infermatien as the eernrnirsienBF 
sW preoerihe the Minnesota taxable estate of every decedent as 
prescribed by chapter 291 . 

Sec. 3. Minnesota Statutes 1978, Chapter 291, is amended 
by adding a section to read: 

[291.015) [DETERMINATION OF MINNESOTA TAX
ABLE ESTATE.] The Minnesota taxable estate of a decedent 
shall be his federal gross estate as defined in Section 2031 of 
the Internal Revenue Code less the sum of: 

(1) The value of any gifts of real property located outside this 
state which are otherwise includable in the federal gross estate 
under Section 2035( a) of the Internal Revenue Code; 

(2) The value of property owned by the decedent at the time 
of his death which has its situs outside Minnesota; 

(3) The exemptions and deductions allowed pursuant to sec
tions 291.05, 291.051, 291.065, 291.07, and 291.08; and 

( 4) The sum of $200,000, provided that, in the case of a non
resident decedent, this amount shall be reduced by that pro
portion of the value of the decedent's federal gross estate which 
has its situs outside of this state. 

Sec. 4. Minnesota Statutes 1978, Section 291.03, is amended 
to read: 

291.03 [RA TES.] When the 13,e13eFty er any henefieial intSfest 
the,ein J)QSS8S hy any Slleh transfe, whel'e the ameant of the JllOJl
eFty shall e!feeed in wllle the &iEemptien 8i' e!iernptiene he,einafter 
913eeified, whel'e a13131ieable, The tax hereby imposed shall be • 

fl+ Wh8i'8 the Jl8FS8ll entitled te any benefieial ieterest iR SlleB 
13re13erty shall he the S11l'\<i·1ing s13011se, min&i' 8i' def)endeet ehild ef 
the deeedent, 0f any miner 0f Elel')endent legally aele13teel ehiW at 
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computed by applying to the Minnesota taxable estate the follow
ing prescribed rates: 

-1--½- 7 percent on that pal't a the first $26,000 wliiell e!feeeds the 
applieahle aemptiaa er aemptiaas epeeifiee iR seetiea 291,06, 
ela11Ges -(-3) thraagh (1} $100,000. 

g 8 percent on the next $26,000 $100,000 or part thereof. 

3 9 percent on the next $60,000 $100,000 or part thereof. 

4 10 percent on the next $60,000 $200,000 or part thereof. 

6 11 percent on the next $60,000 $500,000 or part thereof. 

6 pereeRt en tile RClft $100,000 9l' f!HI; the,esf. 

'+ pe1eeRt en the RClft $100,000 9l' PHt thefOaf. 

3 pe1eeRt en the Rst $100,000 9P put the,eel, 

Q pe,eeRt &R the R8J£-t $§00,000 Si' f!HI; thef8ef. 

-10 12 percent on the excess over $1,000,000. 

-f21" Wael'8 the pei'fl8fl 9l' p81'8eas ORtitlee ta &Ry ileaefieial iR-
tefest iR saeh ~ shall lie the aealt ehiltl 9l' &the! liReal .. 
seeaeaat &I tho eeeedeat, aealt legally aeeptee eailEI &1 H18118; liReal 
BROOstaF ol the deeeeeat-, stepehile ao eefiaee ill seetioa 291,006, &1 
~ ehllet&whem sueh deeeaeRtteFn&t lessth&Rten:Y011f8pl'iei'te 
saeh tnmsfer ~ iR tho mataally ael.aow-iellged f8latien &I a 
paPeRt; pPa'l'ided, eaeh mataally aeknew-lellged •elatinmilip ileg&R 
at &P ilef:pe the emlEl!s filteea;h_ ili.thday aR4 wee eeRtiaaaas t8F 
saM ten yeaps thePealter, 9P &Ry lineal iesae &I saeh mataally ae-
1.ao•Nledgee ehila; at the fallewiag pl8sel'iilee l'llte&t 

2 jlOl'eOR~ &R that paft &I the fim $2&;000 wliieh 0!1088Els the ap
plieaille ei.emptioa Ol' e!femptieas speeifiea iR seeti8R 291.06, elaaeee 
{-3) thraagh ~ 

4 pereeat en the ned $26,000 ep pai't tftefeaf. 

6 pei'eORt &R the RO!(t $50,000 &r PHt the,eaf. 

'+ pereORt &R ~ aw. $100,000 9l' pai't thef8ef. 

3 pereORt &R the Relit $200,000 Of part thereat 

0 percent 8B the RO!(t $600,000 Of part thereof. 

-10 pereemeBtileea<eesS0¥er$1,ooo,ooo. 

-(-3} Wh~ the pers&a er pel'S€ftS eati~ te &Ry IJeaefieial iR-
teFest m eaeh jF.&perty shall w., the ilrathep 9l' sister er a eeseeadaat 
&I a brother er sister &I tho deeedeet, a wife &P wia&W &I a 88fl; 81' 
a hasbaoo 9l' wi-El<>we, <>f e daaghter ~ tile dee~ ~ the fellew. 
iRg preeeribcd Mteet 

$ tIBPOOR~ 00 that part &I the fipgt $25,000 which O!Eeeees the 
!lf)plieabl~ ei,emptioe 8f eJEemptioas specified ia seeti&R 291.0§, 
elauses -(-3} threagh m 
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8 ~t &n the lle!K $2e;WQ &I' P8ff there~f, 

IQ pel'Cent ea the ll0lft $e0,000 &I' part thereat 

12 pe!'<lent eatheBelft $aO;WQ e.- part thereof. 

M pepeen-t &n the neia; $e0,;WQ 9l' P8ff thereat 

~ pereen; &n the ll0lft $100,000 9l' P8ff thereat 

-18 pefflcnt ea the ll0lft $100,000 OP pal't thel'08h 

00 pereent ea the Relit $100,000 OP pal't thereof, 

Jill !lereent ea the Jlelft $500,000 e• part thereof. 

26 llereent 0B the 6lle866 &YeE $1,000,000, 

[53RD DAY 

f4-} Where the f)el'80ll 9l' !l9fSOBS entitled to any henefieial in
wect in sli8h Ill'~ shall he in any &theP QCgl'8e of eellateMI eeB
SaBg~ thllR is h0Peinhef9l'e eta-teEI; 9l' ahall he a stmnger in 
bleed to the Eieeedent, -&P shaJl he a b&Ely !l&Htie 81' e&PPemte;- at the 
f&ilewiBg !!Feseribea Plltee+ 

8 pepeent &n ~ part of the tim; $25,000 which OlfeeeEis the ap
plieable ~ er ~s speeifieEI in seeti&n !!01.0e, ela11ses 
fa) through~ 

W !lOreen-t en the n9!lt $20,000 o,, part thereof, 

12 !lereent OH the nelft $e0,;WQ er part thereat 

M pereent OB the nelft $e0,000 :JI' part thereof. 

W lltll'eOm en the Delft $§0,000 &I' part thereat 

18 !l9l'e9nt en the Delft UOO;WQ er part thereof. 

00 pepecnt en the neJft $100,000 er part thereof, 

~ !l91'0Cnt en the~ $100,00Q &I' part thereof., 

~ llereent OH the nm $a!l0,000 er part thereof. 

JO !lCFeent ea the ClfCOSS -&VCo' $1,00!l,000. 

Provided that the amount of tax imposed by this chapter on the 
transfer of any estate shall not be less than the maximum tax credit 
allowable for state death taxes against the federal estate tax im
posed with respect to that part of the decedent's estate which has a 
taxable situs in this state. 

Sec. 5. Minnesota Statutes 1978, Section 291.05, is amended to 
read: 

291.05 [EXEMPTIONS.] The following exemptions from the tax 
are hereby allowed: 

(1) Any devise, bequest, gift, or transfer : ( a) to or for the use 
of the United States of America or any state or any political sub
division thereof for public purposes exclusively, aH4 any EleYise, be
ftQest, gift, er tl'&n,;fer ; (b) to or for the use of any corporation, 
fund, foundation, trust, or association operated within this state for 
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religious, charitable, scientific, literary, education or public cemetery 
purposes exclusively, including the encouragement of art and the 
prevention of cruelty to children or animals, no part of which devise, 
bequest, gift, or transfer inures to the profit of any private stock
holder or individual ; and a&y lle1111est 81' tl'aRSier or to a trustee or 
trustees exclusively for such purpose5; ~ Ile e!Eempt. My de>.rise, 
lle1111eot, gift; OI' traBoier ; ( c) to an employee stock ownership trust 
as defined in section 290.01, subdivision 25, shall Ile 0!E81B!l*· Where 
provided that, if the beneficiaries of a stock ownership trust include 
the transferor, his spouse, children, grandchildren, parents, siblings 
or their children, the amount of the exemption shall be reduced by 
the product of multiplying said amount by their percentage interest 
in the trust , 

ABy d8Yise; lle1111est, g#t; 8¼' traBoiei>; nett& 0!Eee8d ~ made ; 
(d) to a clergyman, in an amount not exceeding $1,000, the proceeds 
of which are to be used for religious purposes or rites designated by 
the testator; shall Ile e!EeRqlt. Any 1le•.rise, lle1111est, gift; 81' tmnoier ; 
and ( e) to orfor the use of any corporation, fund, foundation, trust, 
or association operated for religious, charitable, scientific, literary, 
education, or public cemetery purposes exclusively, including the 
encouragement of art, and the prevention of cruelty to children or 
animals, no part of which devise, bequest, gift, or transfer inures to 
the profit of any private stockholder or any individual, and any Ile
~ or tmnofer or to a trustee or trustees exclusively for such pur
poses, shall Ile en81B!)t, if, at the date of the decedent's death, the 
laws of the state under the laws of which the transferee was or
ganized or existing, either ( 1) did not impose a death tax of any 
character, in respect of property transferred to a similar corporation, 
fund, foundation, trust, or association, organized or existing under 
the laws of this state, or ( 2) contained a reciprocal provision under 
which transfers to a similar corporation, fund, foundation, trust, or 
association, organized or existing under the lay;s of another state 
were exempted from death taxes of every character if such other 
state allowed a similar exemption to a similar corporation, fund, 
foundation, trust, or association, organized under the laws of such 
state. 

(2) !l!he hemestead ef a deeedent, and the proeeeds -thereof il 
aelEI dlH'iRg administl.'8.tion, tl.'8.Rsfened t& the 6!l8Q6e er t& any 
miRer 81' dejlendent ehlM ef the dceedent, 81' t& tm¥ fRHWl' 81' de
pendent legally adopted csil4 ef the deeedem; shall Ile 0!E81B!)t te 
the 0!Et&Rt el $4e;Q00 ef the Q!)!ll'Qised vame -thereof. HI ne ease shall 
the 1111antity of laRd eensidered to Ile the homestead el a decedent 
fer the !)IH'!l8se ef taio eiiemption O!EOOOO ~ aeres * the lanld ie R8t 
iMffided in the laid em; 8¼' fllatted f!Oriien of a eity, If the land ie 
within a lait! e11t er platted portion ef a ~ i-ts area shall Mt O!E

eeed GRe-hall af aR aero. HI .the ease ef a deeedent's eetata wherein 
Ra fl¼'~ 8¼' heneficial inwest taer-eia passing lly reas8ll el death 
is eligillle fer -the homestead e!ECRqltion lleeaase the deeedeRt did 
net ha¥€ an interest in !)¼'8!lerty eansti~ a hemestead al; the 
ffille ef his death; thei'8 shall Ile allowed an e!Eemptian iR li0II ef -the 
homesteaa eireR>Jltian; iR the ameant el $19,999. !l%e e!EeRqltien 
shall Ile allaeated arnang the s11M•1ing Sj>8IISe aDd the deeedeat's 
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Ratlual er adopted miR&• er depeedent ehild.ee ill pl'81)el'tioe te 
the MW amount el preperty 81' BRY ieterest the,eie passieg to saeh 
epeuee 8BQ ehilEk-ee. 

Proceeds of any insurance policy issued by the United Stai;es and 
~enerally known as war risk insurance, United States government 
life insurance or national service life insurance payable upon the 
death of any person dying on or after June 24, 1950, shall be 
exempt. 

Proceeds of life insurance issued pursuant to Public Law 89-214 
and generally known as servicemen's group life insurance payable 
upon the death of any person on or after September 1, 1965, shall 
be exempt. Cl9i!RS f&F remeEls ef iRilemanee w paiEI en sueil pi'&
eeeEls saall ee aeeCf)ted by the eemmiosieROF ff fiW with aim by 
DeeemhOF 31; ~ 61' witaiB ~ mem;ile afw sueil paymeet, 
whfeaeye• is laiet,, 

Proceeds of payments made by the United States government as 
compensation for the decedent's service as a member of the armed 
forces of the United States during a period while he was classified 
as missing in action prior to being declared dead, shall be exempt. 
The commissioner shall make refunds for inheritance taxes paid 
which are attributable to payments exempt pursuant to this para
graph upon the filing of a claim by each beneficiary of the estate for 
his portion of the inheritance tax paid. Claims for refund must be 
filed with the commissioner no later than July 1, 1982. 

(3) Proceeds of payments from the United States railroad retire
ment fund; or from the United States as social security benefit or 
veterans burial benefit, shall be exempt. 

W -fit PieopOFty er any heeefieial iete,est tae,eiB of the eleM 
¥alae ef $80,!)Q!) baRefeRed te the sal'WliRg spoase, eilall he 
eHempt. 

{ti-) Pieo•'4ded, wilere the ame11Rt of family maietenaRee allo'l'.'Cd 
by tho prehate eelil't is less than tile ma,,imam dedaetihle liRdOF the 
pPo'l'isiono ef seetien 291.lQ, 81' ff no 6lieh maintenance is alleweEI; 
there eilall he allowed to tho sal"A'ling spease an &aeitienal eiremp
tiee OljUQ! in am.eunt to tile differenee l,et\veen tile BIHHl!tilR de
daetien ae JHe'l'iaed ~ scetioe 21Hrl-O and tile ame11Rt of saeh fam
i½< maiBtORanee allov,ed by the p,ehate 08\H't, ~r JlFO•iided 
whe¥e no p•ehate JHOeeedinge a,,e had there eilall he alleweEI to the 
sal'\'Wing op8li80 an additional e,cemptiee eqll9l to tile maJ<iRlllm de
daetien allowed l&• ffllRi½' maintenaeee liRde,, -tile prev4sions of 
seetiee 291.lQ. 

«} -fit P!,sperty er any bORefieial inte,eot tae,ein of the elear 
¥alae ef $31),!)!)!) tl'9RSfen,ed to eaeh minOP el' depeedent ehila ef 
tile deeedent, er any mmer er dependent legal½< edcpted ehila of 
the deeedeet, s!aall l,e ClECmpt. 

-f#r PioevideEl; WfiOFC tile aeeeaeet Jclt RC Slil"l¥ARg 6Jl61108 en
titled ta tile ClECmption allowed ~ elaaoe ~ 6f this see-tien the 
e,rnmptien allowed by sal,pamgraph fii-t ef eiaaoe ~ shell he al
lewed ;a 1,enefiei&Pies entitled to e,cemptien ander tile pEo•,ieieaa 
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ether fll'8visi0Bs. For the purpose of section 3, clause (3), the value 
of the Minnesota taxable estate shall, except as limited by sub
section ( b) of Section 2056 of the Internal Revenue Code and by 
subdivision 2, be determined by deducting from the value of the 
federal gross estate an amount equal to the value of any interest 
in property which passes or has passed from the decedent to his 
surviving spouse, but only to the extent that the interest has a 
taxable situs in this state and is included in determining the value 
of the federal gross estate. An interest in property shall be con
sidered as passing from the decedent to his surviving spouse if it is 
considered as passin~ from the decedent to the surviving spouse 
under Section 2056( d) of the Internal Revenue Code. 

Subd. 2. [LIMITATION.] The amount of the deduction al
wwed under this section for a resident decedent shall not exceed 
the greater of: 

( a) $250,000, or 

(b) 50 percent of the value of the federal adjusted gross estate 
as defined in Section 2056(c)(2)(A) of the Internal Revenue 
Code, 

reduced by an amount equal to the adjustment made, if any, for 
federal estate tax purposes with respect to any gift or gifts made by 
the decedent to his spouse after December 31, 1976 under Section 
2056(c)(1)(B) of the Internal Revenue Code, and further reduced 
by the value of any property passing from the decedent to his sur
viving spouse which is exempt from estate tax under section 
291.065 and is included in determining the value of the federal 
gross estate. In the case of a nonresident decedent, the amount of 
the deduction allowed under this section shall be determined with
out reference to subpart ( a) of this subdivision. 

Sec. 7. Minnesota Statutes 1978, Section 291.06, is amended to 
read: 

291.06 (CREDIT FOR PREVIOUSLY PAID TAXES.] Where 
property is t.-ansfer,eEI te any f>8FSE>R EieserfbeEI in seetian 291.()3, 
elaR!aes fl+ an4 ~ whle!¼ can be identified as having been trans
ferred to the decedent at death from a person who died within five 
years prior to the death of the decedent, anEi saeh tmRBfer ta the 
deee,lem was within the elass af transfer EieseribeEI in aaiEi sectian 
29hW, ela..f'€6 -flt and fl!+, ?.>eh p1013e,ty sl,all be el!em13t ta the 
c~n~ af the 'Vahle th~ at the date-af Eieath af the ,,rtar ~ent 
bRt n'?t ;a aeeed the vah!e at the eate af death af the seeend 
dee<>E!en~ PFe¥ided, {+} na &llffi el!Smj3tian shall be aUaweEI >mlees 
an mhePitaeee ta was dete1min~d and pal& ta this state an the 
tmns!er thereaf from th" sale\ f''l'ier d~eeEient; fl!+ the eeremj3-tian 
shall b" limiteEi ta ;lie 'la!Re af preverty whleh is in O!feess af the 
am8'¼nt GI the el!:mptiGn pr8¥itled in seetian 291-.ll& allawea en the 
t,,ansfa, ta the deeede,w, ~+ Rnless ssseh ~ transferred 
tm,pffi'ty is s13eeifieally devis-eEI er beftueatheEi, the el!em13t 13re13eriy 
#er py113e~es ef w.atiSfl shall be eensiaered 11s belenginii ta the 
reedt¼e af the ee~ct -f4+ pre13eriy eieem13t RnEier this seetian shall 
net be ine!Rded in eemiffi;iag the rate apfllieable ts ether transfers 
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te the lleeefielazy reeewie,g sueh ll!fempt ll1'8perty or can be identi
fied as having been acquired in exchange for property so received, 
a credit for any transfer taxes paid pursuant to the provisions of 
this act or any inheritance tax paid pursuant to the provisions of 
Minnesota Statutes, Chapter 291 in effect prior to the effective 
date of this act upon that property during the preceding five years 
shall be allowed upon the transfer tax at his death. This credit shall 
not exceed the allocable portion of the tax due with respect to that 
property for estate tax purposes. 

Sec. 8. Minnesota Statutes 1978, Section 291.065, is amended to 
read: 

291.065 [EMPLOYEE RETIREMENT PLANS, EXEMP
TION.] To the extent included in the federal gross estate, the value 
of an annuity or other payment ,eeei,."llille by a e~g epeuee 81' 
IRH!6i' er depeedee4; ehlM el the deeedent 81' a~ fep iheil: Ilene
fit afteio Deeemller 31; ~ shall be exempt from illheru&Ree estate 
tax if received under ( 1) an empleyees' wet -fep UREieP a eentMet 
purehased by an empleyoes! ~ fel'IIHBg part el a ~ien, oteek 
96Rll8; er ~ sharing plan; whlell at the time el deeeEienl;'s 
separmien hem e!Rllleymeet (whether by 4eatil er etilePWiee), er 
at the time el tel'Hlinatien ef the plan if eaPlie,, IR9' the Pelf'IHl'C1Reet 
cl seenen 401 (a) ef the lntemal Revenue ~ ef 1954; as adapted 
te -the p,e·nsiens el -tili6 ehapter ~ regulatieRB ieeueEl by the 
cemmissionep el. r&T.ienae; ~ a ,etiremeet ~ e8Riree$ pu,P
ehased by ,m empleyer -fantl net by an empleyeea' ~ pueuant 
te a plan; whlell at the time el the deeedent'e seplll'lltien ffillR em
pleyment -fey tleath 81' eth81'Wise), er at the time el ter iRatien el 
the pl&R if eal'li8i'; met ;he reffllirements ef p&Ml!flllJIB (~ el eeetien 
401W el 8lleB eede, as adapted te the prsvieiene of tilis ehapter 
IHM!er, ¼'-Ogulatiens issuetl by the eelRIBissiener el l'0¥eRUe; 81' ~ 
a reti,emcm annui~· eentraet purchased by an empleyer which is 
an ePg&ni2imen re!erred ta ill seetien 500 (Ii) ~ .(41)- er~ el aueh 
eeEie and whieh is C1'empt frem tH IHM!er seetien eOl (a) at aueh 
eeEle; as adapted te the pr:"lisiens ef tilis chapter UR68l' regulatiens 
!ssYCtl by ;he eommic:iener cf revenue any plan, which at the time 
of the decedent's separation from employment, whether by death or 
otherwise, or at the time of termination of the plan if earlier, quali
fied under section 401, 403, 404. 405, 408 or 409 of the Internal 
Revenue Code; (2) a benefit plan for employees of the United 
States, its a{lencies or instrumentalities, the Federal Reserve Bank, 
the state of Minnesota or any of its political or governmental sub
divisions or any other state or its political or governmental subdivi
sions; or (3) for members of a Minnesota volunteer firefighters' re• 
lief association . If sueh ameunts payallle after the 4eatil ef the tle
e~; URtler a pl&R d05Clilled iR clause +B ('.!) er~ arc attfihu 
table te an:y aten-t te p&"lments er eentrihutiens maEie by the tle
eeden;, ne e"eeaptien shall Ile ellewed f,.., tilat eart el the "lfliye e! 
aueh ameUR;s iR the f)P8flertien tilat the tetal payments Ol' een
t:il:n,tiens made by tile deeedent bears ta the tetal payments er 
eea-trilletiens mad<JT ~ fJliPfJOses ~ the f"Peeeding sent0Re0; een
tFlllt1tien: Cli' fl&yments matle ~ the deeedent's empleyer er fermer 
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emjlioyOP lllldol, a mist 01' plan deserihed in elause #} ~ 81' 4a+ 
ehall net he eeHSidered te he eoamhuted ey the deeedent. 

Sec. 9. Minnesota Statutes 1978, Section 291.07, Subdivision 1, 
is amended to read: 

291.07 [DEDUCTIONS.] Subdivision 1. In determining the tax 
imposed by section 291.01, where; e IJ81'€0Rai PeJlresentatwe has 
been &jljloiatad fer the estate; 8i' where a Eieereo ef Eieseeat fel' the 
estate has heea eMereEi UBEiei- eeetion ~ 01' where thePO have 
beoR summary proeeediags f<:w the estate if UBEiei- seetien 6~ 
the following deductions shall be allowed: 

( 1) funeral expenses; 

(2) pPOhate reasonable legal, accounting, fiduciary and adminis
tration expenses and fees with respect to both probate and non
probate assets, including but not limited to expenses incurred dur
ing administration in converting real and personal property held by 
the estate into cash; 

( 3) expenses of last illness unpaid at death; 

( 4) valid claims against and debts of the decedent, unpaid at 
death, which have been properly paid; 

~ family mainteaanee te the a:~ jH'O¥ideEi ay seetien 
~ 

-f6j- YftNl<l el IJOl'SORal IJPOIJet'ty te the ~ el the amount 
allo-:ml UREieP the !)flWisleRs el sedien ~ 

f7t fedeml estate ta;;es Eietemtmed as follows: 

-fat the .-aiue el the net estate ta..al!le in MinReaota red-aeed by 
the <!edootien allewable fe! tmnsfer fel' !lllhlie, elia11itahle and 
religroun use as pl'OSeril!ed hy IRternal Re>,<esae ~ Set,Qffi¼ 
~ aREI ey the maPi~al eedeetion as jH'OSOMeEi ey IRternal Rev
eRUe Gede; Scetioa ~6, shall be the m,:::erator el a ff'89t-ien; 

W the deaomiaa¼r el the ffftetia1 shall he the ..aiue el the net 
estate e•,<ery'l\'he"c reEiueea ey the same elaes el EleEluetioas allow
able in sul!jl.-gl.'ftjlft -fat ab&vst 

.fe+ the ratie el the ff'8900R oo Eieiwed shall he maltipliea ey the 
feElffa! estate ta* EIYe aftd ~le te the Yn..4eEI ~ Treasuey. 

+dt f6F purfloees si this elause; the net estate is defffied ag the 
,;1'886 'l'lllue el the eeta~ oo the af)fMieahle valuation Elate ~eEi::eeEI 
l,y any URi'ft-id morti[ages en, eF &Ry inElel!tednees in resjleet ef, 
property where the 4eceEieat': iatereet thereia, undimiaishea ey 
eaeh medgage er inEiebtedR€5S; ;s iReluded ,n the ..alue ef the 
~estate, 

f8-t ~ tiffies whiel> have aeerued aREI are a lieR -. jYfepOl'ty in 
the estate at the time ef ,leath 

·f9+ reas0Rahle leee fer legal er HElaci!H'y se-Mees ffie¼E!eat te AeR 
f>F0'3ate assets 
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B0t (5) Minnesota and federal income taxes on "income in 
respect of a decedent," as computed under subdivision 3. 

(6) federal estate taxes allocable to the Minnesota taxable es
tate. The portion of federal estate taxes allocable to the Min
nesota taxable estate shall be equal to the amount obtained by 
multiplying the total federal estate tax by a fraction, the numer
ator of which is the Minnesota taxable estate plus the amount of 
the federal estate tax on the estate of the decedent and the de
nominator of which is the federal taxable estate for federal estate 
tax purposes; 

(7) real estate taxes due and payable prior to or in the year of 
the decedent's death with respect to real estate subject to taxation 
under chapter 291 and other taxes which have accrued and are a 
lien on property in the estate at the time of death; 

(8) liens and mortgages on property subject to taxation under 
chapter 291 which are not deductible as claims or debts of the 
decedent. 

Sec. 10. Minnesota Statutes 1978, Chapter 291, is amended by 
adding a section to read: 

[291.075] [ALTERNATE VALUATION OF QUALIFIED 
PROPERTY.] When property subject to the tax imposed by 
chapter 291 qualifies for valuation based on its use pursuant to 
section 2032A of the Internal Revenue Code, it shall have the 
same value for Minnesota estate tax purposes as it has for federal 
estate tax purposes. 

Sec. 11. Minnesota Statutes 1978, Section 291.08, is amended to 
read: 

291.08 [NONRESIDENT ESTATES; ALLOWANCE OF DE
DUCTIONS AND EXEMPTIONS.] W Where any a tax is due 
on the transfer of any property or interest therein owned by a 
nonresident, the following deductions and exemptions shall be 
allowed os f)<ovided iR elauses (-bf and {e} llelew: 

W Deduetieee. 

( 1) Funeral expenses to the extent incurred in Minnesota; 

(2) Minneseffl probate admmistmtiae e!<f!eese; 

~ Family maieteeanee to the eitteet f)Pa•Jided by aeetiae 
291-d-O-, ,educed by the mai011uue amemat alhwred er allowable 
aedeP the laws ef the Sfflte ef ,esideece ef the deeedeet; 

f4t ¥aloe ef f)emeeal f)<Of)ei"ty te the eJEteet ef the am0\let 
allewed under section a21i.Hi, realleed by the maiWDl!m amayet al-
lawed er allowable lieder the laws ef the Sfflte ef peoideeee el the 
deeedeet; 

-{# Reasonable legal, accounting, fiduciary and administration 
fees and expenses allocable to both probate and nonprobate prop
erty included in the Minnesota gross estate; 
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(3) Federal estate taxes 9lib:ieet te the limitatieRs imJ,eeed by 
as computed in section 291.07; 

~ ~ ( 4) Real estate taxes whieh have aeerued llRQ 8l'e a 
lien on Minnesota property at the time ef 4eath; 01' which are 
ewed te MiRBeseta iB respeet ef tmrnble ineemet due and payable 
prior to or in the year of the decedent's death. 

(5) Liens and mortgages on property included in the Minnesota 
gross estate. 

m Reasonable fees 181' legal er fiElueiaey semeee iReident te 
aenprebate assets t&Hble iR MiRReoota. 

M EiremptieRS. l'he e11aemptiens apptieable te the perB9A 
eatitled te a beeofieial iatePest shall he ellewed as iR the ease ef 
J'eBiEIORts URdeF seetiee 291,06, re!lueeEI by the ma,amwe. Ol!e!BJI 
tien ell•-EI .,.. allewable ueee,, the laws ef the state ef resideaee 
el the eeeedeBt. 

Sec. 12. Minnesota Statutes 1978, Section 291.09, is amended 
by adding a subdivision to read: 

Subd. la. In all instances in whi.ch a resident decedent dies after 
December 31, 1979 and before January 1, 1981 leaving a federal 
gross estate in excess of $161,000 and in all instances in which a 
resident decedent dies after December 31, 1980 leaving a federal 
gross estate in excess of $175,000, and the decedent has an interest 
in property with a situs in Minnesota, and in all instances in which 
a non-resident decedent has a liability under chapter 291, the 
personal representative shall submit to the commissioner, on a 
form prescribed by the commissioner, a Minnesota estate tax re
turn. The return shall be accompanied by a federal estate tax re
turn and shall contain a computation of the Minnesota estate tax 
due. The return shall be signed by the personal representative. 

Sec. 13. Minnesota Statutes 1978, Section 291.09, is amended 
by adding a subdivision to read: 

Subd. 2a. The commissioner may designate on the return the 
documents that are required to be filed together with the return in 
order to determine the proper valuation of assets and computation 
of tax. The commissioner shall not be bound by any item on the 
return unless he has received all required documents and unless all 
items of information on the return have been completed. 

Sec. 14. Minnesota Statutes 1978, Section 291.09, is amended 
by adding a subdivision to read: 

Subd. 3a. ( a) The commissioner may challenge matters of valu
ation or taxability of any assets reported on the return, or any 
deductions claimed, or the computation of tax, only if within 90 
days of receipt of the return and all documents required to be filed 
with the return, the commissioner mails or delivers a written 
notice to the personal representative objecting to the return as 
filed and specifying the reasons for the objection. 

(b) If the personal representative disagrees with the objection 
or does not wish to fully comply with the objection, he may re-
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quest that the commissioner hold a hearing on the objection. 
Within 30 days of receipt of a request, the commissioner shall set a 
time and place for hearing. Unless otherwise agreed upon, the 
hearing date shall not be earlier than 30 days nor later than 60 
days from the date of the notice setting the hearing. The notice of 
hearing shall set forth the rights available to the personal repre
sentative under chapter 15. Not later than 30 days after the com
missioner receives the report and recommendation of the hearing 
examiner, or a written waiver of his hearing rights by the personal 
representative, the commissioner shall issue an order determining 
the tax. Any such determination made by the commissioner may 
be appealed to the tax court as provided in section 271.09. 

( c) At any time together with or after the objection, the com
missioner, on his own initiative, may set a time and place for 
a hearing in accordance with (b) above. 

( d) In his objection, or at any time thereafter, the commis
sioner may assess any additional tax as the facts may warrant, 
subject to the right of the personal representative to demand a 
hearing under chapter 15. If the personal representative does not 
demand a hearing within 90 days of the date of the assessment, 
the tax so assessed shall be legally due and the commissioner may 
proceed to collect any unpaid tax after one year from the date of 
death. If the commissioner later finds the tax assessment to be 
erroneous, he may adjust the assessment prior to collection. 

( e) The commissioner shall not be required to object to any 
subsequent original, amended or supplemental return in order to 
preserve his rights. The commissioner shall not be precluded from 
objecting to a subsequent original, amended or supplemental re
turn even though an original return was accepted as filed. If the 
commissioner had accepted an original return showing no tax due 
and a subsequent original, amended or supplemental return dis
closes additional assets not disclosed on the original return, the 
commissioner may object to any matter of valuation, taxability, 
deduction or computation of tax on the original return within 
90 days of receipt of the subsequent original, amended or sup
plemental return. 

(f) Subject to the provisions of section 291.11, the Minnesota 
estate tax liability shall be considered as finally determined on the 
date notification of acceptance is issued to the personal repre
sentative or, if no objection is filed, on the 91 st day after the 
return, together with all other documents required to be filed with 
the return, is received. 

( g) Subject to the time limits imposed elsewhere in this chap
ter, the commissioner may refund an overpayment of tax penalty 
or interest even though the personal representative has not made 
an application for refund. 

Sec. 15. Minnesota Statutes 1978, Section 291.09, is amended by 
adding a subdivision to read: 

Subd. 4a. If any estate tax return required to be filed pursuant 
to the provisions of this section has not been filed, the commis-
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sioner may make and file a return including a computation of the 
tax resulting from the transfers therein reported. At the time of 
the filing the commissioner shall mail copies of the return to the 
personal representatwe, if any, and to each person from whom 
any portion of the tax is due. The return may be objected to and 
a hearing held on the objections in the manner provided in sub-
division 3a. · 

Sec. 16. Minnesota Statutes 1978, Section 291.09, Subdivision 
5, is amended to read: 

Subd. 5. Notwithstanding other provisions of this chapter, when 
apeed in writing between the commissioner and the representa
tive, values for purposes of the ieheriliaBee estate tax on both 
probate and non-probate assets shall be the same as those finally 
determined for purposes of the federal estate tax on a decedent's 
estate. 

Sec. 17. Minnesota Statutes 1978, Section 291.09, Subdivision 
7, is amended to read: 

Subd. 7. The ianerlliaBee estate tax return, except as otherwise 
provided in this chapter, shall be filed with the commissioner 
within 12 months after the decedent's death. 

Sec. 18. Minnesota Statutes 1978, Section 291.11, Subdivision 1, 
is amended to read: 

291.11 [TIME EFFECTIVE.] Subdivision 1. [UPON DEATH; 
TIME OF ASSESSMENT.] (a) All taxes imposed by this chap
ter shall take effect at and upon the death of the person 4rem 
wnem the tfaRsfei, is maae whose estate is subject to taxation and 
shall be due and payable at the expiration of 12 months from such 
death, except as otherwise provided in this chapter. Provided, that 
any taxpayer who owes at least $5,000 in taxes may choose to pay 
these taxes in five equal installments over a period of time not to 
exceed five years from the death of the person hem whee tne 
tmasier is maae whose estate is subject to taxation or five years 
from the expiration of the extension granted by the commissioner 
pursuant to section 291.132, whichever is later. When a taxpayer 
elects to pay the tax in installments, he shall notify the commis
siol)er in writing no later than 12 months after the death of the 
person hem whee tne tmllllfer is maae whose estate is subject to 
taxation. If the taxpayer fails to pay an installment on time, the 
election shall be revoked and the entire amount of unpaid tax shall 
be due and payable 90 days after the date on which the install
ment was payable. 

(b) (A) False return-in the case of a false or fraudulent return 
with the intent to evade tax, any additional tax resulting there
from may be assessed at any time. 

(B) No return-in the case of failure to file a return, the tax 
may be assessed at any time. 

(C) Omissions-in the case where there is omitted from the estate 
items subject to tax under this chapter the tax on such omitted 
items may be assessed at any time. 
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In determining the items omitted, there shall not be taken into 
account any item which has been disclosed in the return or in a 
statement attached to the return in a manner adequate to apprise 
the commissioner of the nature and amount of such item. 

(c) Where, before the expiration of the time prescribed in this 
chapter for the detennination or adjustment of the tax, the com
missioner and the taxpayer shall consent in writing to the exten
sion of time for such determination or adjustment the tax may be 
determined at any time prior to the expiration agreed upon and in 
the manner agreed upon. The period so agreed upon may be ex
tended by subsequent agreements in writing made before the ex
piration of the period previously agreed upon. 

-ftlt ~ estate tu l)l'eflerieee m seetien 291.3<1, no~tand 
mg the pe¼'ie4 ef limitatieru; l')Eeserthed fer deteffllination ef the 
iRheritaneo ta.. i;e thio M&Jlter shall ae ~ hy the eem
missis;eer Rat latei- ~aR 00 days fellewiRg the filing ef the MiRRe 
seta eMate ta" rewm with the eemmissioner, tegether with a eepy 
ef the feEleral ftliet !'€pert er the elosiRg leUeP aeeeptiRg the 
feEleral rewrR as originally fileEI, 

Sec. 19. Minnesota Statutes 1978, Section 291.111, Subdivision 
1, is amended to read: 

291.111 [TAXATION OF DISCLAIMED INTERESTS.] Sub
division 1. Transfers of any interest in real or personal property 
and all rights and powers relating to the same which have been 
duly disclaimed pursuant to the provisions of sections 501.211 and 
525.532, or in any manner provided in subdivision 2 shall be sub
ject to the Hlhemanee estate tax imposed by this chapter, and acts 
amendatory thereof only if, and to the same extent and in the 
same manner as, the same would have been subject to said tax if 
said interests, rights or powers had been originally created in favor 
of and transferred to the same persons and in the same shares in 
which they are effectively distributed or otherwise disposed of, 
after giving full effect to such disclaimers, pursuant to the govern
ing instrument, if any, and sections 501.211 and 525.532 and all 
other applicable law. 

Sec. 20. Minnesota Statutes 1978, Section 291.132, is amended 
to read: 

291.132 [EXTENSION TO FILE OR PAY.] Subdivision 1. 
The commissioner may extend the time for filing returns or making 
payment of the tax, without penalty, for a period not to exceed 
six months. In lieu of the six month extension, the commissioner 
may extend the time for payment of the tax, without penalty, 
for a period not to exceed two years if the payment of the tax 
would result in an undue hardship on the estate. The written re
quest for the undue hardship extension shall be made to the com
missioner no later than 12 months after the death of the person 
from whom the transfer is made. The taxpayer may elect to pay 
the taxes in installments as specified in section 291.11, subdivision 
l, provided that the period of time for the payment of the taxes 
shall not exceed five years from the expiration of the extension 
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granted by the commissioner. Where an extension of time has 
been granted, interest shall be payable at the rate specified in 
section 270.75 from the date when such payment should have 
been made, if no extension had been granted, until such tax is 
paid. 

Subd. 2. In lieu of an extension provided pursuant to subdivision 
1 or payment of the estate tax in installments pursuant to section 
291.11 on the property which qualifies under this subdivision, the 
commissioner may extend the time for payment of the tax on 
property which qualifies for valuation under section 10. The per
sonal representative of an estate containing such property may 
elect to pay all or part of the tax imposed by chapter 291 in two or 
more, but not to exceed ten, equal installments, provided that the 
maximum amount of tax which may be paid in installments 
pursuant to this subdivision shall be an amount which bears the 
same ratio to the estate's tax liability under chapter 291 as the 
value of property determined pursuant to section 12 bears to the 
amount of the taxable estate. The first installment shall be paid 
on or before the date selected by the personal representative. The 
date may be no more than five years after the date prescribed by 
section 291.11, subdivision 1, for payment of the estate tax. Each 
succeeding installment shall be paid on or before that same date 
each year. An election under this subdivision shall be made not 
later than the time prescribed by section 291 .II for filinp of the 
estate tax return and shall be made in the manner as the com• 
missioner shall prescribe by rule. 

Subd. 3. If the time for payment of estate tax has been ex
tended under subdivision 2, interest shall be payable as provided 
in this subdivision. 

(a) Interest payable under section 291.15 on any unpaid por• 
tion of the amount attributable to the first five years after the 
date prescribed by section 291.11 for payment of the tax shall be 
paid annually. 

(b) Interest payable under section 291.15 on any unpaid por
tion of the amount attributable to any period after the five year 
period referred to in clause ( a) shall be paid annually at the same 
time as, and as part of, each installment payment of the tax. 

(c) If the executor has selected a period shorter than five years 
under subdivision 2 the shorter period shall be substituted for 
five years in clauses (a) and (b). 

Sec. 21. Minnesota Statutes 1978, Section 291.14, is amended 
to read: 

291.14 [PERSONAL LIABILITY OF PERSONAL REPRE
SENTATIVE AND TRANSFEREE.] Subdivision 1. E¥eey ta,, 
impasec' by tla.;s e~ ehe.ll he a UM "'f'8B tla.e i-f!~ emameed 
ia any inheritaaee, ae¥ise, be.,,uest, legaey; 61' i:Ht uatil pa-i,1, aP.d 
The personal representative and person to whom Sti€h property 
which is subject to taxation under chapter 291 is transferred shall 
be personally liable for such tax, until its payment, to the extent 
of the value of saeh the property. Ne su<ih liea shall be eafepeed 
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agaiast real profJel'ty , iRelaaea m the JJF9hate estate; uRlee& the 
state shall assel't the same by filmg a statemeat e,f its lieR m the 
effiee ef the emmty reearder 9l' registrar of titles m the eouRty 
wherein OU€h real estate may be situated, withiB teR years .aftei, 
the date ef any deed ef distributieR 9l' deeFee of dismlmtioa whieh 
may be ea~ m the estate iR•,olved. 

8uM *- W Where 8R 9l'der appl'8'Viag distl'ibutioa of jlJ'OJJ· 
erty is Bet issued by the eoul't;- any ta,. due eR the tF8.IISfer of 
sueh prapel'ty or iRterest to a eevisee or to heirs whe are ootitled 
URder the statu;es of iRtestate sucecssioa shall be a lien UJJ8R sueh 
Jll'OJJOl'ty rmtil the taa, impooed by thio ehaptcr is paid. 

-f2+ ~ lieR shall Bet be eafereed agamst real pl'8pcrty subjeet 
te the pro•,isioas of elauae { B- rmless the state assel'ts it by filiR-g 
a statemeRt ef Ilea m the affiee ef the eouaty recorder or the l'Ogis
tmr of titles m the eoURty where the real estate is situated withm 
tea ye&l'6 fram the date of reeoF<HRg a repy ef the death i'eOOl'G of 
the ~ or iRtestate deeedeat, as the ease may be, together with 
a statemeRt by the eemmissioaer aelmowledgiRg reeeipt of 8ll m
voot9l'y aoo 8JlJll'ftisal listing the real property. 

-(-3)- WheR the ta,, 8R property subjeet to the pl'8'.'HliORS ef this 
subdivisien hae beeR JJ8'G, or if there be deposited with the 08IR
misci0aer a sum of meRey in 8R amoURt Of[U8I te the ta§ whleh, m 
the judgaaaent ef the eom.missieRer may be due UJl8R the tr8Rsfer 
ef the Jll'8JJOI'ty, or if there ie RO true required to be Jl8id-; the 
eemmiS5ioRer shall eertify eR 8R affidawt prescribed by him or m
strumeRt ef OORVeyaaee that the lieR for iRhemaaee w has been 
satisfied eF has beeR wflivea, as the ease may be, !!'he affidlwit or 
iastrumeRt of eoRVeyaaee se cemlied may be reeorded as are 
ether iastmmeRts mreeting the title to real estate. 

Suad. g, flt E,reept as f'F8V'.ded iR elause +# ef this subdivi 
sieR, wheFe a lioo for Cahel'itaaee trur imposed URder this elmpter 
may be eRforee4 agamst real pmperty traasferred to sarvi'riRg jeiRt 
teRams, or UJJ8R property transferred by a deccdcat darmg saeh 
dcecdcat's lifetime, the sarviviag joiat teRaats or the traasferecs ef 
the Jll'8JJOl'ty se transferred by the decedent shall file eR a form 
preaeribed by the eemmissieReF a sehedule ef MR probate assets 
liEtiag the p•ope,ty or iRterest talfable. Any ta§ due eR the mms
fer ef sash p,eperty Ol' iate,est to the survivmg jomt teaaats or 
te th,:, traRSferees ef ~he propel'ty se tF&Rsferred by the deeedeRt 
shall be repo,ted eR aa ir.he,itaaee ta,. retam filed with the eem
misei0Rel' purs:,a::t to seetion 291.09, and shall be a liea UJl9R 
the iatereet ef the surviviRg joiat tenaats or the t.aRsferees, uRtil 
paid, arul the eumviag jomt tooaate 81' the tmasfemes shall be 
peFSORally liable fer eueh tiE ta the OliteRt ef the value ef sueh 
pF8pe!'ty. 

-f2+ Ne lieR sha!I be cnfereed ai:aiast :real pr0perty subjeet to 
the prev~ ef elause +B- ef this sebdi•lisioa uRless the state 
£hall aEsel't the 68"='0 by liliRg a statemeRt ef sueh HeR iR the offiee 
ef the eo,mty reeordeF or registrar ef titles m the eouaty whereia 
sueh mal estate may be sitaated witm.. tea ye&l'6 fram the date 
ef reeordiRg a eoJJY ef the death reeord ef the deeeased jomt tea-
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aHt 0F deeease,! t.ae::fe:ar, tagcther with a espy ef the sehedale ef 
RCR--pl'Ohate asseta ""'!aired ta be filed with the e&mm;ssioner plH

&YaRt ta elause fl-)- ef thss sub<liviaaH, whieh OOflY shall have bee;; 
,laly aelmowlcd;;ed by the cemmissioner. 

~ Where the ta,, 8i¼ pro~ s11hjeet ta the pl'9'F.sians ef 
el- fl+ ef this sabaivi:'~:: ha& been paia, 0F ii there is depesitea 
with th€ efl'IIE .. :i:s:oner eash iR ,m ame\Hlt e£!Ual w the w whieh, 
iR the jlfGgmCRt ef the eemmi::ioner, may be ffil8 '1fJ'OR the traRSfe,, 
ef saeh fl"Ofl0l'½'. er ii there is ne ta ~ea ta be paid, the 
eemmiseiooCI' shall eerufy en aa a§davit ef sam<'ership remam 
dermru,, d€See:wea by th" cemmis:ianer, that the lien flflS beeB 
Aatiaied er wawea as the ease may be. 'l'he affidavit se eertified 
may be reoo;ded a" are eth& iBStraments ~eeting the title ta real 
estate..-

#} -fat -f;} WflCR the deeedent': 4-eath OOOIH'f0Q m1Jase(l11ent to 
ApBI g9, -19&IJ., the pro•,.isioRB ef this elause shall awlY ta the 
apoose, =:iner or dependem Bat.Hal er a!lajlted ehlld ef the de-
eederu, e; ta the eembi....tien ef €lasses ef jl0rseRB iRellldeEI herem, 

-fia+ Whea <!eeooCRt's death eceuned iR ¼e periaa beginning en 
Apfil U, 1,939, aHd eR<lisg Apr;! 2e, -l94l¾ the pro-.isioRB of thls 
elause shal! awlY ta the spottse, miR0F er depeadent Batllral er 
adepte4 ehi..!d er any Gther k:11e sf the deeedeHt, er ta any eem
binatioe of elasses ef f'C"&ElnS inelllded iR this sabjlamgraph 00, 

+Ja+ Wher.e the B8Rlestea<i is held iR j0iRt tenaney w.--th the right 
ef Stlfllh•orchip by the deee!lcRt and f1Cl'60R6 meetiBg the eeruli-
tiaRS deseiibed iR -{a} above, an a~da-,it fa the farm aHd manner 
preseribed hy the eo=issioo~:, may be aelivered ta the ee,mty 
Fee0Fder w the reg..tra; ef fil),e,s, Saeh affidavit shall deelare 

W ~hat the BtlFllivin;; joi::t teBaRt 0F teBaRts were membCl's ef 
the classc: <leseBbed iR .,-a+ abeve at the date ef 4eeedent!s death 
-fif any ef the S>H11iv'::;; jemt teRants WCI'" miRors, £tate date ef 
RI-Ch min~€ biFtht, 

-fiit that the Jr-0P0HY dcscBJaed as the B8Rl~ was ew""'1 
and eernpeea 1,y the ~;,doot ae hie f)Fi,aeipal dwelling plaee at 
date ef ,!eafu, 

..,.iiit that the <juantity ef !aREI ;ru,looed iR 6'l0h f»""PCHY is not 
;,a e"<Je66 ef eo ae,e, .. and Rot m£1mled ffi th.. laia ooct e, platted 
pel'tien ef aHII £ity. J.f fue land is with::: a la~ oot 0F platted 
pertian of a eity, .ito area shall net £SeCeeE e?.e-half ef aR aer~ 

-fivt t!mt the gF0c: market vallle ef saeh pi'~ at date of 
<lea¼ was Hot iR excee= ef $4,,,(JOO, 

M the a#½davit to b'e deltv-';fed ts fue co~ ,eewde, w regis
kar a! filles shaH have attaeh9fl cthe:reto a eei'tified eep')' ef the 
f!eath ce¼'tmeate with rucpeet to the death ef the deeeased jeiRt 
teRaRt. 

'l'he a!!ld,wit eha!I !ae iR lieu of an amda'fit ef Sl!Fllivership ee•
tifiea hy the eemmissiooer aoo shall ~ the lien impwed 
OF. sae1' prepeFt')' by da,i;,e f1H- ef thls sal,divisie!'!, and ehall be 
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reeereea 9l' file4 as a ae€<¼fl'lffit a'.:eeting the stle te the l.'eal estate. 
'l'he OOHl!ty :aco:der 01' regi&t;,ap ef titls shall net l,e ~ed te 
~ the declarations made ill !ffiC£ affida,,it. 

W A ~ ef the affiaavi.t (whieh BOOE! net aeaF a C0f!Y et the 
death ecrtifieato)- shall be eeyplietl te the c91H!-ty- reee:de: 9l' regis
trar ef t:tles; he will f9l'ware this~ te th€ eemmissioner at his 
effice ill st, Faal, Minnesota. 

+a+ Where it Bflpears that a schedwe af H0H-:PF9hato a;;seta 
weak! etheiwise net be re<J:uiFed te be filea-; the preperty, the lieH 
0H whleh has hee11 eKti::iguished in aeeerdanec with the provisions 
af paragrBf)h -fa-)- abeve; need net he reported en a sehedHle ef 
non p,ohate assets. 

g,.J,4, 4. '!%e l4en ef the #.ate ffil' inheritanee tru<es payable by 
a peFBonal rep,esentative shall net mend te any right Mf!'llired 
by a bGHa fide pHrcl>ase,, mo:tgagee, 9l' lessee throHgh nny cen-
,,.eyanee made hy such personal representati,,e, pt"evided that BH€h 
pel'Sona! representati•;e 8€livers te the eoHnty reeereer 9l' regietmr 
ef titles, as the ease may be, a deelaratiBfl that the property de
se¼'iheG thBr&in has hee11 601d te a bena fide pmehaser, °" has heea 
sortga;;ed 9l' lease,!, as the case may be. 'l'he deelaratien. so ffiHl
mitted s!¼all have attaehoo thereto a €ertmed eew ef lettel'S evi
dencing the llJ!f)9Hltmem ef ffi¼€h fl91""8R-IH representa#,e, '!'he 
eoHnty ree,mler "" registraa ef titles shall SHhmit a €0f!Y ef ffil€h 
aeeJaratiefl te the oommissiener at his efilee m st. Paal, Minne
seta; witheHt any reqHirement that the statements made thereiH 
hy ooeh pmonal representative have been '.'erilied. 'I'he lie.. 60 
~ wifu respect te s-w,h bena fule pHrehasCP, mortgagee 
e,, lessee shall net l,o reinstated er ehallenged by the eemm>osiener. 

Sec. 22. Minnesota Statutes 1978, Section 291.19, Subdivision 
3, is amended to read: 

Subd. 3. Any personal representative, trustee, heir or legatee 
of a nonresident decedent desiring to transfer property having 
its situs in this state may make application to the commissioner 
of revenue for the determination of whether there is any tax due 
to the state on account of the transfer of the decedent's property 
and such applicant shall furnish to the commissioner of revenue 
therewith an affidavit setting forth a description of all property 
owned by the decedent at the time of his death and having its 
situs in the state of Minnesota, the value of such property 
at the time of said decedent's death; also when required by the 
commissioner of revenue, a description of and statements of 
the true value of all the property owned by the decedent at the 
time of his death and having its situs outside the state of 
Minnesota, and also a schedule or statement of the valid claims 
against the estate of the decedent, including the expenses of his 
last sickness and funeral and the expenses of administering his 
estate, to the extent that such claims were incurred within this 
state . Such person shall also, on request of the commissioner of 
revenue, furnish to the latter a certified copy of the last will 
of the decedent in case he died testate, or an affidavit setting 
forth the names, ages and residences of the heirs at law of the 
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decedent in case he died intestate and the proportion of the 
entire estate of such decedent inherited by each of said persons 
; arul the Pelatian, if &RY'; with eaeh legatee; ,le,,isee, ha!'; 8P kam
ferec Sllstained te the d~t 8P fl"r68l1 free whem jme tl'lmsfep 
was made . Such affidavits shall be subscribed and sworn to by 
the personal representative of the decedent or some other person 
having knowledge of the facts therein set forth. 

Sec. 23. Minnesota Statutes 1978, Section 291.20, Subdivi
sion 1, is amended to read: 

291.20 [SAFETY DEPOSIT COMPANIES NOT TO TRANS
FER FUNDS.] Subdivision 1. No person holding securities 
or assets belonging at the time of death of a decedent to him 
or to him and another or others as joint tenants, or having on 
deposit funds in excess of $1,000 to the credit of a decedent, or 
to the decedent and another or others as joint tenants, or to the 
credit of the decedent as trustee for another or others, or rent
ing a safe deposit box or other place of safekeeping to a decedent, 
individually or as joint tenant or tenant in common, shall deliver 
or transfer the same to any person, or permit any person to 
have access thereto, unless notice of the time and place of such 
intended transfer or access be served upon the county treasurer, 
personally or by representative, in which event the county trea
surer, personally or by representative, may examine said securities, 
assets, funds or contents of such safe deposit box, at the time 
of such delivery, transfer or access. If, upon such examination 
the county treasurer or his representative shall for any cause 
deem it advisable that such securities, assets or funds should 
not be immediately delivered or transferred, or access to said 
safe deposit box or other place of safekeeping should not im
mediately be granted, he may forthwith notify in writing such 
person to defer delivery or transfer or access, as the case may be, 
for a period not to exceed ten days from the date of such notice, 
and thereupon it shall be the duty of the person notified to 
defer such delivery, transfer or access until the time stated in 
such notice or until prior revocation thereof. Failure to serve 
the notice first above mentioned, or to allow such examination, 
or to defer delivery or transfer of such securities, assets, or funds, 
or to refuse access to such safe deposit box or other place of 
safekeeping for the time stated in the second of such notices, 
shall render such person liable to the payment of the tax due, 
not exceeding $1,000, upon the transfer of said securities, assets, or 
funds, or upon securities, assets, or moneys in such safe deposit 
box or other place of safekeeping, pursuant to the provisions of 
this act; provided, however, that nothing herein contained shall 
subject such person to liability for the payment of any such tax 
unless such person had knowledge of the death of the decedent 
prior to such delivery or transfer of such securities, assets, or 
funds, or entry to said safe deposit box or other place of safe
keeping. The word "person" as used herein shall include indivdual 
persons, safe deposit companies, banks, trust companies, savings 
and loan associations, partnerships and all other organizations. 
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Any person seeking access to any safe deposit box upon the 
death of any person who at the time of his death was a tenant 
thereof either individually or as joint tenant or tenant in com
mon, or seeking to withdraw securities, assets or funds belong
ing to the decedent or which decedent had the right to withdraw, 
shall notify the person renting such safe deposit box or holding 
such securities, assets or funds of the decedent's death. Any 
person who wilfully fails to give the notice of the death of the 
decedent required by this paragraph with intent to evade taxes 
due hereunder shall be guilty of a misdemeanor. It shall be a 
complete defense to any prosecution under the provisions of this 
subdivision that no iRheritaaee estate tax was due from the dece
dent's estate. 

Sec. 24. Minnesota Statutes 1978, Chapter 291, is amended 
by adding a section to read: 

[291.215] [VALUATION OF ESTATE; REPORTING.] Subdi
vision 1. The valuation of all property includable in the Minnesota 
taxable estate of a decedent shall be subject to review and approv
al of the commissioner of revenue. 

Subd. 2. Before the final settlement of an estate the personal 
representative shall furnish an amended estate tax return listing all 
property and taxable transfers or other events of which he has 
become aware since the first estate tax return was made. which 
would result in a change in either the amount of the estate tax 
initially determined or the statements made by the aftiant therein. 
He also shall furnish copies of any documents or records and any 
other information relating to the estate or its value upon request 
of the commissioner of revenue. 

Subd. 3. The personal representative shall file an amended 
estate tax return within 90 days after any amended estate tax 
return is filed pursuant to the provisions of the United States 
Internal Revenue Code. If no amended federal estate tax return is 
filed but the federal estate tax return is changed or corrected, the 
change or correction shall be reported to the commissioner of 
revenue within 90 days after the final determination of the change 
or correction is made. Upon receipt of an amended federal estate 
tax return or upon notification of any change or correction made 
on the federal estate tax return, the commissioner of revenue may 
reassess the estate tax. 

Sec. 25. Minnesota Statutes 1978, Section 291.27, is amended to 
read: 

291.27 [UNPAID TAX; OMITTED PROPERTY.] Y any tu is 
Elae and URJMHEl aade,, the pre·,isieas ef th¼s eh~ the l'epi'8-
Eell~ the ee1111ty att&mey ef the 00\IBty m whieh an estate is 
pi'0011tea, the frttemey general 0l' the ~ may apply te 
the Pf&hate ee11ft fol' a ~ eitiRg the pefSens liaele te pay 
Sllek ta* te appear befere the e9llrt ea a day specified, net mere 
~ thl'Ce menths ft,em the Elate &f Sllek eitatiea, and shew e&IISe 
why the ta* sh8111d net be pai4 'I'he :illage ef the pi'&eate eel!l't, 
~ SIICh applieatiea, and wheaeveF lt shall appear te him that 
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11fi:Y sueh ta* aeemmg ul¼48l' 4;hss e£af)teP has Bel; beea paie ae 
!.'e€;Uirea by law, shall i:sue c-ueh eitatien, ana the sePYiee el &aeh 
eita~, an€! the #.::c, ma:::ae~, and preef thereei, and the hearing 
an€! det~ ~ &hall ee?.fenn; as neap at1 may be, te 
the f)i'eTisiaas el the p!'8Bate eeae el this stMe, aBEl wheneYCf' it 
ehall awear tha~ aBy ~ ta.. .is due and fl&Y&Ble and the !')6Y
meat ¼eree~ eanBGt be eafereed unaCF the p1'8'1isieas el ihls 
chapter ;,. the fll'Cba-te C81li't, the peFSCB ei' c0Ppel'flti0R frem wham 
the same is 4ue is hereby made liaWe te the em-te fei, the am01HK 
ef&aeh-tm<, 

Any tax due and unpaid under the provisions of this chapter 
may be enforced and collected from any transferee of property 
included in the Minnesota estate by action in a the court of 
administration of the estate of the decedent or in a court of 
general jurisdiction by the personal representative of any estate, ei' 
ay aetien, in the name ef the sta-te, iJMaght by the attorney 
general, the emmty attemsy or the commissioner in the name of 
the state. 

Any property which for any cause is omitted from an app,aise 
meat, inventary, ei' sehedul-9 el nen p:ebate assets the Minnesota 
estate tax return so that its value is not taken into consideration 
in the determination of the in~~nee tai.es estate tax, may be 
subsequently taxed against the persons receiving the same, or any 
part thereof, to the same effect as if included in the erigiBal 
appFalsal, ffi'!entery, eeheda!e el Ben prabate assets; iahel'itaBeo 
estate tax return and aetemiiaatien, except that any personal rep
resentative of an estate discharged from his trust in the meantime 
shall not be liable for the payment of such tax. When any property 
has been thus omitted in the determination of an iBhel'itanee 
estate tax, such ta:es the tax thereon may be determined and 
recovered in a civil action broug-ht by the attorney general or the 
commissioner, in the name of the state, in any court of general 
jurisdiction, ei' a?.ay be prce:eat:El te eelleetieB by eitatiea and 
subeoEjuoat pP&eeCdi..gs i?. the pP8ba-te eeurt wherein the ~ 
was aElmiaistered. 

Sec. 26. Minnesota Statutes 1978, Chapter 291, is amended by 
adding a section to read: 

[291.48) [PUBLICITY OF RETURNS; INFORMATION.] It 
shall be unlawful for the commissioner or any other public offi
cial, employee or former employee to divulge or otherwise make 
known in any manner any particulars set forth or disclosed in 
any report or return required by chapter 291 or 292 or information 
acquired while examining or auditing any taxpayer's liability for 
taxes thereunder, except in connection with a proceeding in
volving taxes due under chapter 291 or 292 from the taxpayer 
making the return. The commissioner may furnish a copy of any 
return or report to any official of the United States or any 
state having duties to perform in respect to the assessment or 
collection of any inheritance, estate, or gift tax, if the taxpayer 
is required by the laws of the United States or of the other state 
to make a return therein. Nothing herein contained shall be 
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construed to prohibit the commissioner from publishing statistics 
so classified as not to disclose the identity of particular property, 
decedents, heirs, or personal representatives, returns or reports 
and the contents thereof. Any person violating the provisions 
of this section shall be guilty of a gross misdemeanor. 

The return of a decedent or donor shall, upon written request, 
be open to inspection by or disclcsure to ( a) the administrator, 
executor, or trustee of his estate, and (b) any heir at law, next 
of kin, or beneficiary under the will of the decedent, and any 
other person whose basis in property is determined in whole 
or part by values set forth in the return, or ( c) a donee of the 
property, but only if the commissioner finds that the heir, next 
of kin, beneficiary or other person or donee has a material in
terest which will be affected by information contained therein. 

Sec. 27. Minnesota Statutes 1978, Section 291.33, Subdivision 
1, is amended to read: 

291.33 [PAYMENTS TO COUNTIES.] Subdivision 1. On or 
before the first of November in each year the commissioner shall 
determine the net amount of iBherit&Bee tali; MiRfleeeta estate tax 
and interest collected thereon which has been paid to the com
missioner during the fiscal year ending June 30 next preceding 
from estates in each of the several counties of this state wherein 
probate proceedings have been had or where, if no probate pro
ceedings have been required, wherein are located the probate 
courts that would have had venue under the provisions of section 
524.3-201, had there been assets of decedents subject to probate. 

For purposes of this subdivision net amount shall be the total 
amount paid from each of the several counties under the pro
visions of this chapter, during the appropriate fiscal year, re
duced by the refunds made by the commissioner applicable to 
each of the several counties under the provisions of this chapter, 
during the same fiscal year. 

Sec. 28. Minnesota Statutes 1978, Section 352.15, Subdivision 
1, is amended to read: 

352.15 [EXEMPTION FROM PROCESS AND TAXATION.] 
Subdivision 1. None of the moneys, annuities, or other benefits 
mentioned herein shall be assignable either in law or in equity or 
be subject to execution, levy, attachment, garnishment, or other 
legal process, or to any state iaeeme t.aiE 81' state iRheritaaee 
estate tax; el!Cept -that aene shall be eiremfjt kem taimtiea l!RElet 
ehaJ!ter l!9-I; aR!ess tFaRSfoffed te a BQP;i'l'iBg spaaee 81' HHR8l' 
er depeaeleat ehild ef the deeedeat 81' a tl'llSt 181' theiF beaefit. 
Provided, however, the executive director may pay an annuity, 
benefit or refund to a banking institution, qualified under chapter 
48, that is trustee for a person eligible to receive such annuity, 
benefit or refund. Upon the request of a retired, disabled or former 
employee, the executive director may mail the annuity, benefit 
or refund check to a banking institution, savings association or 
credit union for deposit to such employee's account or joint ac-
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count with his spouse. The bosrd of directors may prescribe 
the conditions under which such payments will be made. 

Sec. 29. Minnesota Statutes 1978, Section 353.15, is amended 
to read: 

353.15 [NONASSIGNABILITY AND EXEMPTION OF AN
NUITIES AND BENEFITS FROM JUDICIAL PROCESS AND 
TAXATION.] No money, annuity, or benefit provided for in 
this chapter is assignable or subject to a power of attorney, 
execution, levy, attachment, garnishment, or legal process, 
including actions for divorce, legal separation, and child support, or 
to to any state iaeeme ~ &F state illhemftftee estate tax; ~ 
,that - slieR ee lllf8Rlf)t ~ tamiea 1Hl68F ehepl;er 891; -iees 
tr&f!Sferred t& & slll.'YiYiBg 8fl8Q6e &F miRer er depeadeat ehild ei 
the deeeaeBt or e wet fer their aeaefit. Provided, however, the as
sociation may pay an annuity, benefit or refund to a trust 
company, qualified under chapter 48, that is trustee for a person 
eligible to receive such annuity, benefit or refund. Upon the re
quest of a retired, disabled or former member, the association 
may mail the annuity, benefit or refund check to a banking in
stitution, savings association or credit union for deposit to such 
person's account or joint account with his spouse. The asso
ciation may prescribe the conditions under which such payment 
will be made. If in the judgment of the executive director con
ditions so warrant, payment may be made to a public body in 
behalf of an annuitant, disabilitant, or survivor upon such terms 
as the executive director may prescribe. 

Sec. 30. Minnesota Statutes 1978, Section 354.10, is amended 
to read: 

354.10 [FUND NOT SUBJECT TO ASSIGNMENT OR PRO
CESS; BENEFICIARIES.] The right of a teacher to avail 
himself of the benefits provided by this chapter, is a personal 
right only and shall not be assignable. All moneys to the credit 
of a teacher's account in the fund or any moneys payable to 
him from the fund shall belong to the state of Minnesota until 
actually paid to the teacher or his beneficiary pursuant to the 
provisions of this chapter. Any power of attorney, assignment or 
attempted assignment of a teacher's interest in the fund, or of 
the beneficiary's interest therein, by a teacher or his beneficiary, 
including actions for divorce, legal separation, and child support, 
shall be null and void and the same shall be exempt from garnish
ment or levy under attachment or execution and from ell teutiea 
~ the state el MiDBeeete, ~ that BeBe slieR ae e!fempt fr&m 
taxation under chapter 291; l¾llless treasferred t& n sur,.•iviag 6J)0QS8 
&F miRer er depeadeBt ehild ei the deeedeat er a trust fer their aea
efit. Provided however, the board may pay an annuity or benefit to 
a banking institution, qualified under chapter 48, that is a 
trustee for a person eligible to receive such annuity or benefit. 
Upon completion of the proper forms as provided by the board, 
the annuity or benefit check may be mailed to a banking in
stitution, savings association or credit union for deposit to the 
recipient's individual account or joint account with his or her 
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spouse. The boa1·d shall prescribe the conditions which shall 
govern these procedures. If in the judgment of the executive di
rector conditions so warrant, payment may be made to a public 
body in behalf of an annuitant, disabilitant, or survivor upon 
such terms as the executive director may prescribe. Any bene
ficiary designated by a teacher under the terms of this chapter, 
may be changed or revoked by the teacher at his pleasure, in 
such manner as the board may prescribe. In case a designated 
beneficiary dies before the teacher designating him dies, and 
a new beneficiary is not designated, the teacher's estate shall 
be the beneficiary. 

Sec. 31. Minnesota Statutes 1978, Section 354A.11, is amended 
to read: 

354A.11 [CERTAIN MONEYS AND CREDITS OF TEACH
ERS EXEMPT.] All moneys deposited by a teacher or member 
or deposited by any other person or corporation, municipal or 
private, to the credit of such teacher or member in a corporation 
organized as a "Teachers Retirement Fund Association" under 
sections 354A.03 to 354A.10, and all moneys, rights, and in
terests or annuities due or to become due to such teacher, member, 
or annuitant, or their beneficiaries, from any such association 
shall not be assignable, shall be exempt from garnishment, at
tachment, and execution or sale on any final process issued from 
any court and shall not be subject to the iaheritanee estate tax pro
visions of this state if tm-Reieued te a suwi'ling epeuee 81' miR8i' er 
dependOBt ehilti ef the deeedent 81' a tlouet let' their heaea~ 

Sec. 32. Minnesota Statutes 1978, Section 524.3-706, is amended 
to read: 

524.3-706 [DUTY OF PERSONAL REPRESENTATIVE; 
INVENTORY AND APPRAISEMENT.] Within three months 
after his appointment, a personal representative, who is not a spe
cial administrator or a successor to another representative who has 
previously discharged this duty, shall prepare and file with the 
court or registrar and mail to the surviving spouse, if there be 
one, and to all residuary distributees an inventory of property 
owned by the decedent at the time of his death, listing it with 
reasonable detail, and indicating as to each listed item, its fair 
market value as of the date of the decedent's death, and the type 
and amount of any encumbrance that may exist with reference 
to any item. 

The personal representative shall also mail a copy of the inven
tory to interested persons or creditors who request it; &Rd shall file 
an eJEeeuted eew ef the Minneseta inheritanee t&lE l'etum with the 
eeuft el' registl'!H'. 

Sec. 33. Minnesota Statutes 1978, Section 524.3-916, is amended 
to read: 

524.3-916 [APPORTIONMENT OF ESTATE TAXES.] (a) 
For purposes of this section: 
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(1) "estate" means the gross estate of a decedent as determined 
for the purpose of federal estate tax and the estate tax payable to 
this state; 

(2) "person" means any individual, partnership, association, 
joint stock company, corporation, government, political subdivi
sion, governmental agency, or local governmental agency; 

(3) "person interested in the estate" means any person entitled 
to receive, or who has received, from a decedent or by reason 
of the death of a decedent any property or interest therein in
cluded in the decedent's estate. It includes a personal representa
tive, conservator, and trustee; 

(4) "state" means any state, territory, or possession of the 
United States, the District of Columbia, and the Commonwealth 
of Puerto Rico; 

(5) "tax" means the federal estate tax and the state estate 
tax determined by the commissioner of revenue pursuant to 
eeetien ™4 chapter 291 and interest and penalties imposed in 
addition to the tax; 

(6) "fiduciary" means personal representative or trustee. 

(b) Unless the will or other written instrument otherwise pro
vides, the tax shall be apportioned among all persons interested 
in the estate. The apportionment is to be made in the proportion 
that the value of the interest of each person interested in the 
estate bears to the total value of the interests of all persons 
interested in the estate. The values used in determining the tax 
are to be used for that purpose. If the decedent's will or other 
written instrument directs a method of apportionment of tax dif
ferent from the method described in this code, the method de
scribed in the will or other written instrument controls. 

(c) (1) The court in which venue lies for the administration 
of the estate of a decedent, on petition for the purpose may de
termine the apportionment of the tax. 

(2) If the court finds that it is inequitable to apportion 
interest and penalties in the manner provided in subsection (b), 
because of special circumstances, it may direct apportionment 
thereof in the manner it finds equitable. 

(3) If the court finds that the assessment of penalties and 
interest assessed in relation to the tax is due to delay caused by 
the negligence of the fiduciary, the court may charge him with 
the amount of the assessed penalties and interest. 

( 4) In any action to recover from any person interested in 
the estate the amount of the tax apportioned to the person in 
accordance with this code the determination of the court in re
spect thereto shall be prima facie correct. 

(d) (1) The personal representative or other person in possession 
of the property of the decedent required to pay the tax may 
withhold from any property distributable to any person interested 
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in the estate, upon its distribution to him, the amount of tax 
attributable to his interest. If the property in possession of the 
personal representative or other person required to pay the tax 
and distributable to any person interested in the estate is insuf
ficient to satisfy the proportionate amount of the tax determined 
to be due from the person, the personal representative or other 
person required to pay the tax may recover the deficiency from 
the person interested in the estate. If the property is not in the 
possession of the personal representative or the other person re
quired to pay the tax, the personal representative or the other 
person required to pay the tax may recover from any person inter
ested in the estate the amount of the tax apportioned to the 
person in accordance with Laws 1975, Chapter 347. 

( 2) If property held by the personal representative is dis
tributed prior to final apportionment of the tax, the distributee 
shall provide a bond or other security for the apportionment li
ability in the form and amount prescribed by the personal repre
sentative. 

( e) ( 1) In making an apportionment, allowances shall be made 
for any exemptions granted, any classification made of persons 
interested in the estate and for any deductions and credits allowed 
by the law imposing the tax. 

(2) Any exemption or deduction allowed by reason of the rela
tionship of any person to the decedent or by reason of the pur
poses of the gift inures to the benefit of the person bearing such 
relationship or receiving the gift; but if an interest is subject to a 
prior present interest which is not allowable as a deduction, the 
tax apportionable against the present interest shall be paid from 
principal. 

( 3) Any deduction for property previously taxed and any credit 
for lrift taxes or death taxes of a foreign country paid by the 
decedent or his estate inures to the proportionate benefit of all 
persons liable to apportionment. 

( 4) Any credit for inheritance, succession or estate taxes or 
taxes in the nature thereof applicable to property or interests 
includable in the estate, inures to the benefit of the persons or 
interests chargeable with the payment thereof to the extent pro
portionately that the credit reduces the tax. 

(5) To the extent that property passing to or in trust for a 
surviving spouse or any charitable, public or similar gift or devisee 
is not an allowable deduction for purposes of the tax solely by 
reason of an iahel'ita!Aee tas, er- eth<ll' eeath estate tax imposed 
upon and deductible from the property. the property is not in
cluded in the computation provided for in subsection (b) hereof, 
and to that extent no apportionment is made against the property. 
The sentence immediately preceding does not apply to any case if 
the result would be to deprive the estate of a deduction otherwise 
allowable under section 2053 ( d) of the Internal Revenue Code of 
1954, as amended, of the United States, relating to deduction for 
state death taxes on transfers for public, charitable, or religious 
uses. 
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(f) No interest in income and no estate for years or for life or 
other temporary interest in any property or fund is subject t,o 
apportionment as between the temporary interest and the re
mainder. The tax on the temporary interest and the tax, if any, on 
the remainder is chargeable against the corpus of the property or 
funds subject t,o the temporary interest and remainder. 

(g) Neither the personal representative nor other person re
quired t,o pay the tax is under any duty t,o institute any action t,o 
recover from any person interested in the estate the amount of the 
tax apportioned t,o the person until the expiration of the three 
months next following final determination of the tax. A personal 
representative or other person required t,o pay the tax who insti
tutes the action within a reasonable time after 'the three month 
period is not subject t,o any liability or surcharge because any 
portion of the tax apportioned t,o any person interested in the 
estate was collectible at a time following the death of the decedent 
but thereafter became uncollectible. If the personal representative 
or other person required to pay the tax cannot collect from any 
person interested in the estate the amount of the tax apportioned 
to the person, the amount not recoverable shall be equitably 
apportioned among the other persons interested in the estate who 
are subject to apportionment. 

(h) A personal representative acting in another state or a per
son required to pay the tax domiciled in another state may in
stitute an action in the courts of this state and may recover a 
proportionate amount of the federal estate tax, of an estate tax 
payable to another state or of a death duty due by a decedent's 
estate to another state, from a person interested in the estate 
who is either domiciled in this state or who owns property in 
this state subject to attachment or execution. For the purposes 
of the action the determination of apportionment by the court 
having jurisdiction of the administration of the decedent's estate 
in the other state is prima fade correct. 

Sec. 34. Minnesota Statutes 1978, Section 524.3-1001, is amend
ed to read: 

524.3-1001 [FORMAL PROCEEDINGS TERMINATING AD
MINISTRATION; TESTATE OR INTESTATE; ORDER OF 
DISTRIBUTION, DECREE, AND GENERAL PROTECTION.] 
(a) (1) A personal representative or any interested person may 
petition for an order of complete settlement of the estate. The 
personal representative may petition at any time, and any other 
interested person may petition after one year from the appoint
ment of the original personal representative except that no peti
tion under this section may be entertained until the time for 
Presenting claims which arose prior to the death of the decedent 
has expired. The petition may request the court to determine 
testacy, if not previously determined, to consider the final ac
count or compel or approve an accounting and distribution, to 
construe any will or determine heirs and adjudicate the final 
settlement and distribution of the estate. After notice to all in
terested persons and hearing the court may enter an order or 
orders, on appropriate conditions, determining the persons en-
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titled to distribution of the estate, and, as circumstances require, 
approving settlement and directing or approving distribution of 
the estate and discharging the personal representative from further 
claim or demand of any interested person. . 

(2) In such petition for complete settlement of the estate, 
the petitioner may apply for a decree. Upon the hearing, if in the 
best interests of interested persons, the court may isaue its decree 
which shall determine the persons entitled to the estate and 
assign the same to them in lieu of ordering the assignment by 
the personal representative. The decree shall name the heirs and 
distributees, state their relationship to the decedent, describe 
the property, and state the proportions or part thereof to which 
each is entitled. In the estate of a testate decedent, no heirs shall 
be named in the decree unless all heirs be ascertained. 

(3) In solvent estates, the hearing may be waived by written 
consent to the proposed account and decree of distribution or 
order of distribution by all heirs or distributees, and the court 
may then enter its order allowing the account and issue its 
decree or order of distribution. 

( 4) The court shall have the power in its decree or order of 
distribution to waive the lien of iRheril;aRee estate taxes, find 
that the taxes have been satisfied by payment or, decree the 
property subject to the lien; provided, however, where a decree 
or order for distribution is issued, the personal representative shall 
not be discharged until all property is paid or transferred to 
the persons entitled thereto, and has otherwise fully discharged 
his trust. If objections are filed with the court by the commis
sioner of revenue, no discharge shall be issued until the objec• 
tions are determined. ~ eelfft shall Seftft a eepy el tae Eiel!l'ee, 
~ i&suaRee; ate the cemmieeieael> ef i'e'letNle, If no objection is 
filed, the court shall have the power to settle and distribute the 
estate and discharge the personal representative without regard 
to .tax obligations. 

(b) If one or more heirs or devisees were omitted as parties 
in, or were not given notice of, a previous formal testacy proceed
ing, the court, on proper petition for an order of complete settle
ment of the estate under this section, and after notice to the 
omitted or unnotified persons and other interested parties deter
mined to be interested on the assumption that the previous order 
concerning testacy is conclusive as to those given notice of the 
earlier proceeding, may determine testacy as it affects the omitted 
persons and confirm or alter the previous order of testacy as it 
affects all interested persons as appropriate in the light of the 
new proofs. In the absence of objection by an omitted or un
notified person, evidence received in the original testacy proceed
ing shall constitute prima facie proof of due execution of any 
will previously admitted to probate, or of the fact that the 
decedent left no valid will if the prior proceedings determined 
this fact. 

Sec. 35. Minnesota Statutes 1978, Section 525.091, Subdivision 
1, is amended to read: 
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525.091 [DESTRUCTION AND REPRODUCTION OF PRO
BATE RECORDS.] Subdivision 1. The clerk of court of any 
county upon order of the probate judge may destroy all the 
original documents in any proceeding of record in his office five 
years after the file in such proceeding has been closed provided 
the original or a Minnesota state archives commission approved 
photographic, photostatic, microphotographic, microfilmed, or 
similarly reproduced copy of the original of the following enumer
ated documents in the proceeding are on file in his office. 

Enumerated original documents: 

(a) In estates, the jurisdictional petition and proof of publica
tion of the notice of hearing thereof; will and certificate of probate; 
letters; inventory and appraisal; inhel'itanee taif ~ 8i' seheEH!le 
'e'f RE>B-pi'eb!lte assetst ishel'itanee ;a ~ ~ 91' self as
seesed iaherita,,ee ta" rewr¾'lt orders directing and confirming sale, 
mortgage, lease, or for conveyance of real estate; order setting 
apart statutory selection; receipts for federal estate taxes and state 
inher~e estate taxes; orders of distribution and general protec
tion; decrees of distribution; federal estate tax closing letter, 
consent to discharge by commissioner of revenue and order dis
charging representative; and any amendment of the listed docu
ments. 

When an estate is deemed closed as provided in clause ( d) of 
this subdivision, the enumerated documents shall include all claims 
clcr~~~ ' 

(b) In guardianships or conservatorships, the jurisdictional 
petition and order for hearing thereof with proof of service; letters; 
orders directing and confirming sale, mortgage, lease or for con
veyance of real estate; order for restoration to capacity and order 
discharging guardian; and any amendment of the listed docu
ments. 

(c) In mental, inebriety, and indigent matters, the jurisdic
tional petition; report of examination; warrant of commitment; 
notice of discharge from institution, or notice of death and order 
for restoration to capacity; and any amendment of the listed 
documents. 

( d) Except for the enumerated documents described in this 
subdivision, the clerk of probate court may destroy all other 
original documents in any proceeding without retaining- any re
production of the document. For the purpose of this subdivision. 
a proceedinl( in the probate court is deemed closed if no document 
has been filed in the proceeding for a period of 15 years, except 
in the cases of wills filed for safe-keeping and those containing 
wills of decedents not. adjudicated upon. 

Sec. 36. Minnesota Statutes 1978, Section 525.091, Subdivision 
2, is amended to read: 

Subd. 2. The clerk of probate court of any county upon order 
of the probate iudge mav destroy the original record books Rs 
enumerated in this subdivision provided a Minnesota state ar-
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chives commission approved photographic, photostatic, microphoto
graphic, microfilmed, or similarly reproduced copy of the original 
record book is on file in his office. 

Enumerated original record books: 

fat All record books kept for recording in compliance with sec
tion 525.03, clauses (3), (4), (5) and (6). 

W AD ree8i'El eeeke keyt fer inheritanee tM flUlJ!18BOS ill eem-
-"--·· -.:.L "·- "91 "9 · hEI¼·" . ' --~ " _,. __ •'-- . ~ Wntt see~ .... ,, SH • lS:1888 T mttt ;;;, ~ 1'ffl:l &!EplM 
iien ei ta ;VelH'S ff8ffi the aa;e &i the last Jilf8eeedieg eete,eEl the,eie. 

Sec. 37. Minnesota Statutes 1978, Section 525.312, is amended 
to read: 

525.312 [DECREE OF DESCENT.] Upon the filing of such 
petition, the court shall fix the time and place for the hearing 
thereof, notice of which shall be given pursuant to section 
524.1-401. Notice of the hearing, in the form prescribed by court 
rule, shall also be given under direction of the clerk of court by 
publication once a w(lek for two consecutive weeks in a legal news
paper in the county where the hearing is to be held, the last 
publication of which is to be at least ten days before the time 
set for hearing. Upon proof of the petition and of the will if 
there be one, or upon proof of the petition and of an authenti
cated copy of a will duly proved and allowed · outside of this 
state in accordance with the laws in force in the place where 
proved, if there be one, the court shall allow the same and enter 
its decree of descent assigning the real or personal property, or 
any interest therein, to the persons entitled thereto pursuant 
to the will or such authenticated copy, if there be one, other
wise pursuant to the laws of intestate succession in force at the 
time of the decedent's death. The court may appoint two or 
more disinterested persons to appraise the property. Ne Eleel'e8 ei 
Eleseeet shall ee eetereEI aRtil the iaheritae€e talf; if &BY; hes heeR 
detemiieeEl and pai4, 

Sec. 38. Minnesota Statutes 1978, Section 525.71, is amended 
to read: 

525.71 [APPEALABLE ORDERS.] Appeals to the district 
court may be taken from any of the following orders, judgments, 
and decrees issued by a judge of the court under chapters 524 
or 525: 

(1) An order admitting, or refusing to admit, a will to probate; 

(2) An order appointing, or refusing to appoint, or removing, 
or refusing to remove, a representative other than a special ad
ministrator or. special guardian; 

(3) An order authorizing, or refusing to authorize, the sale, 
mortgage, or lease of real estate, or confirming, or refusing to 
confirm, the sale or lease of real estate; 

( 4) An order directing, or refusing to direct, a conveyance or 
lease of real estate under contract; 
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(5) An order permitting, or refusing to permit, the filing of 
a claim, or allowing or disallowing a claim or counterclaim, in 
whole or in part, when the amount in controversy exceeds $100; 

(6) An order setting apart, or refusing to set apart, property, 
or making, or refusing to make, an allowan~e for the spouse or 
children; 

(7) An order determining, or refusing to determine, venue; 
an order transferring, or refusing to transfer, venue; 

( 8) An order directing, or refusing to direct, the payment of 
a bequest or distributive share when the amount in controversy 
exceeds $100; 

(9) An order allowing, or refusing to allow, an account of a 
representative or any part thereof when the amount in con
troversy exceeds $100; 

· (10) An order adjudging a person in contempt; 

(11) An order vacating a previous appealable order, judgment, 
or decree· an order refusing to vacate a previous appealable 
order, judgment, or decree alleged to have been procured by 
fraud or misrepresentation, or through surprise or excusable 
inadvertence or neglect; 

(12) A judgment or decree of partial or final distribution or 
an order determining or confirming distribution or any order of 
general protection; 

(13) An order entered pursuant to section 576.142; 

(14) An order granting or denying restoration to capacity; 

(15) An order made directing, or refusing to direct, the pay-
ment of representative's fees or attorneys' fees, and in such case 
the representative and the attorney shall each be deemed an 
aggrieved party and entitled to take such appeal; 

(16) An order, judgment, or decree relating to or affecting iB
heritaftee estate taxes or refusing to amend, modify, or vacate such 
an order, judgment, or decree; but nothing herein contained shall 
abridge the right of direct review by the supreme court; 

( 17) An order extending the time for the settlement of the 
estate beyond five years from the date of the appointment of 
the representative. 

Sec. 39. Minnesota Statutes 1978, Section 525.74, is amended 
to read: 

525.74 [DIRECT APPEAL TO SUPREME COURT.] A party 
aggrieved may appeal direct to the supreme court from an order de
termining or refusing to determine iBheritllflee estate taxes upon a 
hearing on a prayer for reassessment and redetermination. With
in 30 days after service of notice of the filing of such order, the 
appellant shall serve a notice of appeal upon all parties adversely 
interested or upon their attorneys and upon the probate judge. 
An appellant, other than the state, the veterans' administration, 
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or a representative appealing on behalf of the estate, shall file 
in the probate court a bond in such amount as that court may 
direct, conditioned to prosecute the appeal with due diligence 
to a final determination, pay all costs and disbursements and 
abide the order of the court therein. The notice of appeal with 
proof of service and the bond, if required, shall be filed in the 
probate court within ten days after the service of such notice 
and the appellant shall pay to such court the sum of $15, of 
which $10 shall be transmitte(I to the clerk of the supreme 
court, as provided by law for appeals in civil actions. 

Such appeal shall stay all proceedings on the order appealed 
from. When a party in good faith gives due notice of appeal from 
such order and omits through mistake to do any other act neces
sary to perfect the appeal, or to stay proceedings, the court may 
permit an amendment on such terms as may be just. Upon per
fection of the appeal, the probate court shall transmit to the 
clerk of the supreme court the $10 aforementioned together with 
a certified copy of the notice of appeal and bond, if required. 
The filing thereof shall vest in the supreme court jurisdiction of 
the cause, and records shall be transmitted to the supreme court, 
and records and briefs shall be printed, served, and filed, and 
such appeal shall be heard and disposed of as in the case of 
appeals in dvil actions from the district court. If a settled case 
be necessary, the probate court may settle a case upon the appli
cation of any party. The notice of the hearing upon such applica
tion and the case proposed to be settled shall be served on all 
other parties interested in the appeal at least eight days prior to 
the hearing. 

Sec. 40. Minnesota Statutes 1978, Section 525.841, is amended 
to read: 

525.841 [ESCHEAT RETURNED.] In all such cases the com
missioner of finance shall be furnished with a certified copy of the 
court's order assigning the escheated property to the persons en
titled thereto, and upon notification of payment of the inheritanee 
estate tax, the commissioner of finance shall draw his warrant on 
the state treasurer, or execute a proper conveyance to the persons 
designated in such order. In the event any escheated property 
has been sold pursuant to sections 11.08 or 94.09 to 94.16, then 
the warrant shall be for the appraised value as established during 
the administration of the decedent's estate. There is hereby 
annually appropriated from any moneys in the state treasury not 
otherwise appropriated an amount sufficient to make payment to 
all such designated persons. No interest shall be allowed on any 
amount paid to such persons. 

Sec. 41. [REPEALER.] Minnesota Statutes 1978, Sections 
3A.08; 291.02; 291.07, Subdivisions 2 and 2a; 291.09, Subdivisions 
1, 2, 3 and 4; 291.10; 291.11, Subdivisions 2, 3, 4, 5, 6, 7, 8 and 9; 
291.12, Subdivision 4; 291.19, Subdivision 5; 291.20, Subdivision 
3; 291.21, Subdivision 2; 291.22; 291.23; 291.24; 291.25; 291.26; 
291.29, Subdivisions 1, 2, 3 and 4; 291.30; 291.34; 291.35; 291.36; 
291.37: 291.38; 291.39; 291.40; 292.01; 292.02; 292.03; 292.081: 
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292.04; 292.05; 292.06; 292.07; 292.08; 292.09; 292.105; 292.111; 
292.112; 292.12; 292.125; 292.14; and 292.15 are repealed. 

Sec. 42. There is appropriated for fiscal years 1980, 1981 and 
1982 from the general fund to the commissioner of revenue _the 
amounts necessary to make the refunds provided by section 5. 

Sec. 43. [EFFECTIVE DATE.] The provisions of section 5 
which relate to payments for military service while the decedent 
was missing in action shall be effective for estates of decedents 
declared dead after January 1, 1975. The provisions of section 
26 shall be effective the day following final enactment and shall 
relate to returns filed pursuant to chapters 291 and 292 prior 
to and after the effective date of this article. The remainder of this 
article is effective for estates of decedents dying after December 
31, 1979 and gifts made after December 31, 1979. 

ARTICLE XVIII 

GIFTS TO MINORS 

Section 1. Minnesota Statutes 1978, Section 292.04, is amended 
to read: 

292.04 [EXEMPTIONS.] The following transfers by gift shall 
be exempt from and excluded in computing the tax imposed by 
this chapter: 

( 1) Gifts to or for the use of the United States of America or 
any state or any political subdivision thereof for exclusively public 
purposes; 

(2) Gifts to or for the use of any fund, foundation, trust, associa
tion, organization or corporation operated within this state for 
religious, charitable, scientific, literary, or educational purposes 
exclusively, including the promotion of the arts, or the conduct of 
a public cemetery, if no part thereof inures to the profit of any 
private shareholder or individual. Gifts to or for the use of any 
corporation, fund, foundation, trust, or association operated for 
religious, charitable, scientific, literary, or educational purposes, 
including the promotion of the arts, or the conduct of a public 
cemetery, no part of which inures to the profit of any private 
shareholders or individual, shall be exempt, if at the date of the 
gift, the laws of the state under the laws of which the donee is 
organized or existing either ( 1) do not impose a gift tax in respect 
of property transferred to a similar corporation, fund, foundation, 
trust, or association, organized or existing under the laws of this 
state, or (2) contain a reciprocal provision under which gifts to a 
similar corporation, fund, foundation, trust, or association orga
nized or existing under the laws of another state are exempt from 
gift taxes if such other state allows a similar exemption to a 
similar corporation, fund, foundation, trust, or association, orga
nized or e:risting under the laws of such state; 

(3) Gifts to a fraternal society, order, or association operating 
under the lodge system, but only if such gifts are to be used 
exclusively for the purposes designated in clause (2); 
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( 4) Gifts to or for the use of posts or organizations of war 
veterans, or auxiliary units or societies of any such posts or orga
nizations, if such posts, organizations, units or societies are orga
nized within the state of Minnesota and if such gifts are to be used 
exclusively for the purposes designated in clause (2); 

(5) All property transferred, money, service, or other thing of 
value, paid, furnished, or delivered by any person, corporation, 
organization, or association to his or its employees, or to any 
organization of his or its employees, directly or indirectly, or t.o 
any person, firm, or corporation for them or it, including payments 
to cover insurance, sickness, and death benefits, pensions, relief 
activities, or to any other employees benefit fund of any kind, and 
medical service to such employees and their families; 

(6) The first $3,000 in value of gifts (other than of future 
interests in property) made to any person by the donor during any 
calendar year. No part of a gift to a minor donee shall be consid
ered a gift of future interest in property for purposes of this clause 
if it complies with the provisions of the Minnesota uniform gifts t.o 
minors act, chapter 527, or if it is a transfer for the benefit of a 
minor, and if the property and income therefrom: 

(a) May be expended by or for the benefit of the donee before 
his attaining the age of -l8 21 years; and 

( b) Will to the extent not so expended 

(1) pass to the donee on his attaining the age of 13 21 years and 

(2) in the event the donee dies before attaining the age of 13 21 
years, be payable to the estate of the donee, or as he may appoint 
under a general power of appointment as defined in section 
2514(C) of the Internal Revenue Code of 1954; 

(7) Gifts to an employee stock ownership trust as defined in 
section 290.01, subdivision 5. Where the beneficiaries of a stock 
ownership trust include the transferor, his spouse, children, grand
children, parents. siblings or their children, the amount of the 
exemption shall be reduced by the product of multiplying said 
amount by their percentage interest in the trust. 

Sec. 2. [REFUND.] Persons who paid gift taxes after June 1, 
1973 on a transfer excludable pursuant to section 1 shall be en
titled to a refund of taxes paid provided a claim is made to the 
commissioner pursuant to the procedures of section 292.12. 

Sec. 3. [APPROPRIATION.] There is appropriated from the 
general fund to the commissioner of revenue the amount necessary 
to make the refunds provided by section 2. 

Sec. 4. [EFFECTIVE DATE.] This article is retroactively effec
tire June I, 197.1. 

ARTICLE XIX 
TRUST AND ESTATE INCOME 

Section 1. Minnesota Statutes t 978, Section 290.23, is amended 
by adding a subdivision to read: 
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Subd. 16. [INCOME FROM OUT-OF-STATE PROPERTY.] 
There shall be alwwed as a deductwn in computing the taxable 
net income of a trust or an estate the amount of income or gains 
from tangible personal or real property having a situs outside this 
state allocated to this state according to the proviswns of section 
290.17, subdivision 1. 

Sec. 2. [EFFECTIVE DATE.] This article is effective for tax
able years beginning after December 31, 1978. 

ARTICLE XX 

CAPITAL GAINS ON DISSOLUTION 

Section 1. Minnesota Statutes 1978, Section 290.01, Subdivision 
20, is amended to read: 

Subd. 20. [GROSS INCOME.] Except as otherwise provided in 
this chapter, the term "gross income," as applied to corporations 
includes every kind of compensation for labor or personal services 
of every kind from any private or public employment, office, posi
tion or services; income derived from the ownership or use of prop
erty; gains or profits derived from every kind of disposition of, or 
every kind of dealing in, property; income derived from the trans
action of any trade or business; and income derived from any 
source; except that gross income shall not include "exempt func
tion income" of a "homeowners association" as those terms are 
defined in Section 528 of the Internal Revenue Code of 1954, as 
amended. 

For each of the taxable years beginning after December 31, 1960 
and prior to January 1, 1971, the term "gross income" in its 
application to individuals, estates, and trusts, shall mean the 
adjusted gross income as computed for federal income tax 
purposes as defined in the Internal Revenue Code of 1954, as 
amended through December 31, 1970 for the applicable taxable 
year, with the modifications specified in this section. 

For each of the taxable years beginning after December 31, 
1970, the term "gross income" in its application to individuals, 
estates, and trusts shall mean the adjust,ad gross income as com
puted for federal income tax purposes as defined in the Internal 
Revenue Code of 1954, as amended through the date specified 
herein for the applicable taxable year, with the modifications spe
cified in this section. 

(i) The Internal Revenue Code of 1954, as amended through 
December 31, 1970, shall he in effect for taxable years beginning 
after December 31, 1970 and prior to January 1, 1973. 

(ii) The Internal Revenue Code of 1954, as amended through 
December 31, 1972, shall be in effect for taxable years beginning 
after December 31, 1972. 

(iii) The Internal Revenue Code of 1954, as amended through 
December 31, 1973, shall be in effect for taxable years beginning 
after December 31, 1973. 
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(iv) The Internal Revenue Code of 1954, as amended through 
December 31, 1974, shall be in effect for taxable years beginning 
after December 31, 1974. 

( v) The Internal Revenue Code of 1954, as amended through 
December 31, 1976, including the amendments made to section 
280A (relating to licensed day care centers) in H.R. 3477 as it 
passed the Congress on May 16, 1977, shall be in effect for the 
taxable years beginning after December 31, 1976. The provisions 
of the Tax Reform Act of 1976, P.L. 94-455, which affect adjusted 
gross income shall become effective for purposes of chapter 290 at 
the same time they become effective for federal income tax pur
poses. Section 207 (relating to extension of period for nonrecog
nition of gain on sale or exchange of residence) and section 402 
(relating to time for making contributions to pension plans of 
self employed people) of P.L. 94-12 shall be effective for taxable 
years beginning after December 31, 1974. 

References to the Internal Revenue Code of 1954 in clauses (a), 
(b) and (c) following shall mean the code in effect for the purpose 
of defining gross income for the applicable taxable year. 

(a) Modifications increasing federal adjusted gross income. 
There shall be added to federal adjusted gross income: 

(1) Interest income or obligations of any state other than Min
nesota or a political subdivision of any such other state exempt 
from federal income taxes under the Internal Revenue Code of 
1954; 

(2) Interest income on obligations of any authority, commis
sion, or instrumentality of the United States, which the laws of 
the United States exempt from federal income tax, but not from 
state income taxes; 

( 3) Income taxes imposed by this state or any other taxing 
jurisdiction, to the extent deductible in determining federal ad
justed gross income and not credited against federal income tax; 

( 4) Interest on indebtedness incurred or continued to purchase 
or carry securities the income from which is exempt from tax under 
this chapter, to the extent deductible in determining federal ad
justed gross income; 

( 5) Amounts received as reimbursement for an expense of sick
ness or injury which was deducted in a prior taxable year to the 
extent that the deduction for such reimbursed expenditure resulted 
in a tax benefit; 

( 6) The amount of any federal income tax overpayment for any 
previous taxable year, received as refund or credited to another 
taxable year's income tax liability, proportionate to the percentage 
of federal income tax that was claimed as a deduction in determin
ing Minnesota income tax for such previous taxable year. 

The overpayment refund or credit, determined with respect to 
a husband and wife on a joint federal income tax return for a 
previous taxable year, shall be reported on joint or separate Min-
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nesota income tax returns. In the case of separate Minnesota 
returns, the overpayment shall be reported by each spouse pro
portionately according to the relative amounts of federal income 
tax claimed as a deduction on his or her separate Minnesota in
come tax return for such previous taxable year; 

(7) In the case of a change of residence from Minnesota to 
another state or nation, the amount of moving expenses which 
exceed total reimbursements and which were therefore deducted 
in arriving at federal adjusted gross income; 

(8) In the case of property disposed of on or after January 1, 
1973, the amount of any increase in the taxpayer's federal tax 
liability under section 4 7 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, to the extent of the credit 
under section 38 of the Internal Revenue Code of 1954, as amend
ed through December 31, 1976, that was previously allowed as 
a deduction either under section 290.01, subdivision 20 (b) (7) 
or under section 290.09, subdivision 24; and 

(9) Expenses and losses arising from a farm which are nc i 
allowable under section 290.09, subdivision 29; 

(10) Expenses and depreciation attributable to substandard 
buildings disallowed by section 290.101; and 

(11) The amount by which the gain determined pursuant to 
section 41.59, subdivision 2 exceeds the amount of such gain in• 
eluded in federal adjusted gross income; 

(12) To the extent deducted in computing the taxpayer's fed
eral adjusted gross income for the taxable year, losses realized 
upon a transfer of property to the spouse of the taxpayer in ex
change for the release of the spouse's marital rights; 

~ (13) Interest income from qualified scholarship funding 
bonds as defined in section 103(e) of the Internal Revenue Code 
of 1954, as amended through December 31, 1976, if the nonprofit 
corporation is domiciled outside of Minnesota; 

+l3t (14) Exempt-interest clividends, as defined in section 
852(b) (5)(A) of the Internal Revenue Code of 1954, as amended 
through December 31, 1976, not included in federal adjusted gross 
income pursuant to section 852(b) (5) (B) of the Internal Revenue 
Code of 1954, as amended through December 31, 1976, except 
for that portion of such exempt-interest dividends derived from 
interest income on obligations of the state of Minnesota, any of its 
political or governmental subdivisions, any of its municipalities, 
or any of its governmental agencies or instrumentalities; 

f±-4+ (15) The amount of any excluded gain realized by a trust 
on the sale or exchange of property as defined in section 641 (c) 
(1). 

(b) Modifications reducing federal adjusted gross income. 
There shall be subtracted from federal adjusted gross income: 

(1) Interest income on obligations of any authority, commis
sion or instrumentality of the United States to the extent includi-
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ble in gross income for federal income tax purposes but exempt 
from state income tax under the laws of the United States; 

( 2) The portion of any gain, from the sale or other disposition 
of property having a higher adjusted basis for Minnesota income 
tax purposes than for federal income tax purposes, that does not 
exceed such difference in basis; but if such gain is considered a 
long-term capital gain for federal income tax purposes, the modifi
cation shall be limited to fifty per centum of such portion of the 
gain. This modification shall not be applicable if the difference 
in basis is due to disallowance of depreciation pursuant to section 
290.101. 

( 3) Interest or dividend income on securities to the extent 
exempt from income tax under the laws of this state authorizing the 
issuance of such securities but includible in gross income for federal 
income tax purposes; 

( 4) Losses, not otherwise reducing federal adjusted gross in
come assignable to Minnesota, arising from events or transactions 
which are assignable to Minnesota under the provisions of sections 
290.17 to 290.20, including any capital loss or net operating loss 
carryforwards or carrybacks resulting from such losses; 

( 5) If included in federal adjusted gross income, the amount of 
any credit received, whether received as a refund or credit to 
another taxable year's income tax liability, pursuant to chapter 
290A, and the amount of any overpayment of income tax to Min
nesota, or any other state, for any previous taxable year, whether 
such amount is received as a refund or credited to another taxable 
year's income tax liability; 

( 6) To the extent included in federal adjusted gross income, 
notwithstanding any other law to the contrary, the amount re
ceived by any person (i) from the United States, its agencies or 
instrumentalities, the Federal Reserve Bank or from the state of 
Minnesota or any of its political or governmental subdivisions or 
from any other state or its political or governmental subdivisions, 
or a Minnesota volunteer firefighter's relief association, by way 
of payment as a pension, public employee retirement benefit, or 
any combination thereof, or (ii) as a retirement or survivor's bene
fit made from a plan qualifying under section 401, 403, 404, 405, 
408 or 409 of the Internal Revenue Code of 1954, as amended 
through December 31, 1977. The maximum amount of this sub
traction shall be $7,200 less than sum of (a) social security retire
ment benefits received during the taxable year, (b) railroad retire
ment benefits received during the taxable year, and (c) the 
amount by which the individual's federal adjusted gross income 
exceeds $13,000. In the case of a volunteer firefighter who receives 
an involuntary lump sum distribution of his pension or retirement 
benefits, the maximum amount of this subtraction shall be $7,200 
less the sum of social security retirement benefits and railroad 
retirement benefits; this subtraction shall not be reduced by the 
amount of the individual's federal adjusted gross income in excess 
of $13,000; 
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(7) In the case of property acquired on or after January 1, 
1973, the amount of any credit to the taxpayer's federal tax 
liability under section 38 of the Internal Revenue Code of 1954, 
as amended through December 31, 1976, but only to the extent 
that the credit is connected with or allocable against the produc
tion or receipt of income included in the measure of the tax 
imposed by this chapter; 

(8) To the extent included in the taxpayer's federal adjusted 
gross income for the taxable year, gain realized upon a transfer 
of property to the spouse of the taxpayer in exchange for the 
release of the spouse's marital rights; 

+st (9) The amount of any distribution from a qualified 
pension or profit sharing plan included in federal adjusted gross 
income in the year of receipt to the extent of any contribution 
not previously allowed as a deduction by reason of a change in 
federal law which was not adopted by Minnesota law for a tax
able year beginning in 1974 or later; and 

-,-9} (JO) Interest, including payment adjustment to the extent 
that it is applied to interest, earned by the seller of the property 
on a family farm security loan executed after December 31, 1977 
and before January 1, 1982 that is guaranteed by the commis
sioner of agriculture as provided in sections 41.51 to 41.60. 

(c) Modifications affecting shareholders of electing small busi
ness corporations under section 1372 of the Internal Revenue 
Code of 1954, or section 290.972 of this chapter. 

( 1) Shareholders in a small business corporation, which has 
elected to be so taxed under the Internal Revenue Code of 1954, 
but has not made an election under section 290.972 of this chap
ter, shall deduct from federal adjusted gross income. the amount 
of any imputed ipcome from such corporation and shall add to 
federal adjusted gross income the amount of any loss claimed as 
a result of such stock ownership. Also there shall be added to 
federal adjusted gross income the amount of any distributions in 
cash or property made by said corporation to its shareholders 
during the taxable year. 

( 2) In cases where the small business corporation has made 
an election under section 1372 of the Internal Revenue Code of 
19.54, but has not elected under section 290.972 of this chapter 
and said corporation is liquidated or the individual shareholder 
disposes of his stock and there is no capital loss reflected in 
federal adjusted gross income because of the fact that corporate 
losses have exhausted the shareholders basis for federal purposes, 
such shareholders shall be entitled, nevertheless, to a capital loss 
commensurate to their Minnesota basis for the stock. 

(3) In cases where the election under section 1372 of the 
Internal Revenue Code of 1954 antedates the election under sec
tion 290.972 of this chapter and at the close of the taxable year 
immediately prE!ceding the effective election under section 290.972 
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the corporation has a reserve of undistributed taxable income 
previously taxed to shareholders under the provisions of the In
ternal Revenue Code of 1954, in the event and to the extent 
that such reserve is distributed to shareholders such distnl>u
tion shall be taxed as a dividend for purposes of this act. 

Items of gross income includible within these definitions shall 
be deemed such regardless of the form in which received. Items of 
gross income shall be included in gross income of the taxable 
year in which received by a taxpayer unless properly to be ac
counted for as of a different taxable year under methods of ac
counting permitted by section 290.07, except that (1) amounts 
transferred from a reserve or other account, if in effect transfers 
to surplus, shall, to the extent that such amounts were accumu
lated through deductions from gross income or entered into the 
computation of taxable net income during any taxable year, be 
treated as gross income for the year in which the transfer occurs, 
but only to the extent that such amounts resulted in a reduction 
of the tax imposed by this act, and ( 2) amounts received as re
funds on account of taxes deducted from gross income during any 
taxable year shall be treated as gross income for the year in which 
actually received, but only to the extent that such amounts 
resulted in a reduction of the tax imposed by this act. 

( d) Modification in computing taxable income of the estate of 
a decedent. Amounts allowable under section 291.07, subdivision 
1 (2) in computing Minnesota inheritance tax liability shall not 
be allowed as a deduction in computing the taxable income of 
the estate unless there is filed within the time and in the manner 
and form prescribed by the commissioner a statement that the 
amounts have not been allowed as a deduction under section 
291.07 and a waiver of the right to have such amounts allowed 
at any time as deductions under section 291.07. The provisions 
of this paragraph shall not apply with respect to deductions al
lowed under section 290.077 (relating to income in respect of 
decedents). In the event that the election made for federal tax 
purposes under section 642(g) of the Internal Revenue Code of 
1954 differs from the election made under this paragraph appro
priate modification of the estate's federal taxable income shall 
be made to implement the election made under this paragraph in 
accordance with regulations prescribed by the commissioner. 

Sec. 2. Minnesota Statutes 1978, Section 290.14, is amended 
to read: 

290.14 [GAIN OR LOSS ON DISPOSITION OF PROP
ERTY, BASIS.] The basis for determining the gain or loss from 
the sale or other disposition of property acquired on or after 
January 1, 1933, shall be the cost to the taxpayer of such prop
erty, with the following exceptions: 

( 1) If the property should have been included in the last inven
tory, it shall be the last inventory value thereof; 

(2) If the property was acquired by gift, it shall· be the same 
as it would be if it were being sold or otherwise disposed of by the 
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last preceding owner not acquiring it by gift; if the facts required 
for this determination cannot be ascertained, it shall be the fair 
market value as of the date, or approximate date, of acquisition 
by such last preceding owner, as nearly as the requisite facts can 
be ascertained by the commissioner; 

(3) If the property was acquired by gift through an inter vivos 
transfer in trust, it shall be the same as it would be if it were 
being sold or otherwise disposed of by the grantor; 

(4) Except as otherwise provided in this clause (4), the basis 
of property in the hands of a person acquiring the property from 
a decedent or to whom the property passed from a decedent shall, 
if not sold, exchanged or otherwise disposed of before the 
decedent's death by such person, be the fair market value of the 
property at the date of decedent's death. 

For the purposes of the preceding paragraph, the following 
property shall be considered to have been acquired from or to have 
passed from the decedent: 

(a) Property acquired by bequest, devise, or inheritance, or 
by the decedent's estate from the decedent; 

(b) Property transferred by the decedent during his lifetime 
in trust to pay the income for life to or on the order or direction 
of the decedent, with the right reserved to the decedent at all 
times before his death to revoke the trust; 

( c) Property transferred by the decedent during his lifetime 
in trust to pay the income for life to or on the order or direction 
of the decedent with the right reserved to the decedent at all 
times before his death to make any change in the enjoyment 
thereof through the exercise of a power to alter, amend, or ter
minate the trust; 

( d) Property passing without full and adequate consideration 
under a general power of appointment exercised by the decedent 
by will; 

(e) In the case of a decedent's dying after December 31, 1956. 
property acquired from the decedent by reason of death, form of 
ownership, or other conditions (including property acquired 
through the exercise or non-exercise of a power of appointment). 
if by reason thereof the property is required to be included in 
determining the value of the decedent's gross estate for Minnesot11 
inheritance tax purposes. In such case, if the property is acquired 
before the death of the decedent, the basis shall be the amount 
determined under the first paragraph of this clause reduced by the 
amount allowed to the taxpayer as deductions in computing tax
able net income under this chapter or prior Minnesota income 
tax laws for exhaustion, wear and tear, obsolescence, amortization, 
and depletion on such property before the death of the decedent. 
Such basis shall be applicable to the property commencing on the 
death of the decedent. This paragraph shall not apply to annuities 
described in section 290.08; and property described in paragraphs 
(a), (b), (c) and (d) of this clause (4). 
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Clause ( 4) shall not apply to property which constitutes a right 
to receive an item of income in respect of a decedent under section 
290.077. Nor shall it apply to restricted stock options described 
in section 290.078 which the employee has not exercised at death. 

(5) If the property was acquired after December 31, 1932, 
upon an exchange described in section 290.13, subdivision 1, the 
basis shall be the same as in the case of the property exchanged, 
decreased in the amount of any money received by the taxpayer 
and increased in the amount of gain or decreased in the amount 
of loss to the taxpayer that was recognized upon such exchange 
under the law applicable to the year in which the exchange was 
made. If the property so acquired consisted in part of the type 
of property permitted by section 290.13, subdivision 1, to be 
received without the recognition of gain or loss, and in part of 
other property, the basis l?rovided in this clause shall be allo
cated between the properties, other than money, received, and 
for the purpose of the allocation there shall be assigned to such 
other property an amount equivalent to its fair market value at 
the date of the exchange. This clause shall not apply to property 
acquired by a corporation by the issuance of its stock or securi
ties as the consideration, in whole or in part, for the transfer of 
the property to it; 

(6) If substantially identical property was acquired in the 
place of stocks or securities which were sold or disposed of and 
in respect of which loss was not allowed as a deduction under 
section 290.09, subdivision 5, the basis in the case of property 
so acquired shall be the same as in the case of the stock or 
securities ~o sold or disposed of, increased by the excess of the 
repurchase price of such property over the sale price of such stock 
or securities, or decreased by the excess of the sale price of such 
stock or securities over the repurchase price of such property; 

( 7) If the property was acquired after December 31, 1932, as 
the result of a compulsory or involuntary conversion described in 
section 290.13, subdivision 5, the basis shall be the same as in 
the case of the property so converted, decreased in the amount 
of any money received by the taxpayer which was not expended 
in accordance with the provisions of law applicable to the year 
in which such conversion was made, determining the taxable 
status of the gain or loss upon such conversion, and increased in 
the amount of gain or decreased in the amount of loss to the tax
payer recognized upon such conversion under the law applicable 
to the year in which such conversion was made. 

( 8) Neither the basis nor the adjusted basis of any portion 
of real property shall, in the case of a lessor of such property, be 
increased or diminished on account of income derived by the 
lessor in respect of such property and excludable from gross in
come under section 290;08, subdivision 14. 

If an amount representing any part of the value of real prop
erty attributable to buildings erected or other improvements 
made by a lessee in respect of such property was included in gross 
income of the lessor for any taxable year beginning before Jan-
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uary 1, 1943, the basis of each portion of such property shall be 
properly adjusted for the amount so included in gross income. 

(9) If the property was acquired by the taxpayer as a transfer 
of property in exclw,nge for the release of the taxpayer's marital 
rights, the basis of the property slw-ll be the same as it would be 
if it were being sold or otherwise disposed of by the person who 
transferred the property to the taxpayer. 

Sec. 3. [EFFECTIVE DATE.] This article is effective for 
taxable years beginning after December 31, 1978." 

Further, amend the title, as follows: 

Delete the title and insert: 

"A bill for an act relating to taxation; expanding the taxable 
net income brackets for individuals, estates and trusts; increasing 
credits for certain low income taxpayers; increasing the credits 
against income tax and providing new personal credits for cer
tain taxpayers; providing inflation adjustments; increasing the 
credit for political contributions; providing a political contribution 
deduction; providing computation of charitable contribution de
ductions; reducing certain income tax rates; providing an exclu
sion of $12,000 for pension income; providing an exclusion from 
income for certain payments to members of the armed forces; 
reducing the income tax rate applicable to corporations; provid
ing an investment credit; providing a pollution control credit; 
abolishing the inheritance tax; establishing an estate tax; re
pealing the gift tax; increasing local government aids; providing 
a residential energy credit; providing for an ad valorem tax on 
railroads; eliminating the limited market value; increasing the 
homestead base value; reducing certain property assessment 
ratios and increasing certain property tax credits; extending 
agricultural homestead treatment to noncontiguous lands; in
creasing certain property tax refund credits and providing an 
additional credit; providing for certain levies; providing an allow
ance for state owned lands; reducing the rate of sales and use tax 
on farm machinery; exempting certain sales from the sales tax; 
subtracting certain capital gains realized in divorce settlements; 
providing retroactive gift tax exemption for certain gifts to minors; 
appropriating money; amending Minnesota Statutes 1978, Sec
tions 272.02, Subdivision 1; 273.11; 273.122; 273.13, Subdivisions 
4, 6, 6a, 7 and 14a; 273.132; 273.17, Subdivision 1; 275.11, Sub
division 2; 275.50, Subdivisions 5 and 6; 275.51, by adding a sub
division; 275.52, Subdivisions 2 and 5; 290.01, Subdivision 20; 
290.012, Subdivision 3; 290.06, Subdivisions 1, 2c, 3c, 3d, 9, 9a, 11 
and by adding subdivi•ions; 290.09, Subdivisions 2, 28 and by 
adding a subdivision; 290.091; 290.095, by adding a subdivi
sion; 290.14; 290.21, Subdivision 3; 290.23, by adding a subdivi
sion; 290.26, Subdivision 2; 290.361, Subdivision 2; 290.971, 
Subdivisions 1, 3 and 6; 290.972, Subdivisions 1, 3 and 5; 
290A.03, Subdivisions 3 and 11; 290.04, Subdivisions 2, 2a, 2b, 3, 
and by adding subdivisions; 291.005, Subdivision 1; 291.01; 
291.03; 291.05; 291.051; 291.06; 291.065; 291.07, Subdivision 1; 
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291.08; 291.09, Subdivisions 5, 7 and by adding subdivisions; 
291.11, Subdivision 1; 291.111, Subdivision 1; 291.132; 291.14; 
291.19, Subdivision 3; 291.20, Subdivision 1; 291.27; 291.33, Sub
division 1; 292.04; 295.02; 297A.01, by adding a subdivision; 
297A.02; 297A.14; 297A.24; 297A.25, Subdivision 1; 352.15, Sub
division 1; 353.15; 354.10; 354A.11; 477A.01, Subdivisions 1 and 
4; 524.3-706; 524.3-916; 524.3-1001; 525.091, Subdivisions 1 and 
2; 525.312; 525.71; 525.74; and 525.841; Chapters 124, by adding 
a section; 270, by adding sections; 291, by adding sections; and 
298, by adding a section; repealing Minnesota Statutes 1978, 
Sections 3A.08; 275.51, Subdivision 3d; 290.06, Subdivisions 3e 
and 12; 290.21, Subdivision 3a; 290.971, Subdivision 5; 291.02; 
291.07, Subdivisions 2 and 2a; 291.09, Subdivisions 1, 2, 3 and 
4; 291.10; 291.11, Subdivisions 2, 3, 4, 5, 6, 7, 8 and 9; 291.12, 
Subdivision 4; 291.19, Subdivision 5; 291.20, Subdivision 3; 
291.21, Subdivision 2; 291.22; 291.23; 291.24; 291.25; 291.26; 
291.29, Subdivisions 1, 2, 3 and 4; 291.30; 291.34; 291.35; 291.36; 
291.37; 291.38; 291.39; 291.40; 292.01; 292.02; 292.03; 292.031; 
292.04; 292.05; 292.06; 292.07; 292.08; 292.09; 292.105; 292.111; 
292.112; 292.12; 292.125; 292.14; 292.15; 295.01, Subdivisions 
2 and 3; 295.02; 295.03; 295.04; 295.05; 295.12; 295.13; and 
295.14." 

The question was taken on the adoption of the amendment. 

Mr. Coleman moved that those not voting be excused from 
voting. The motion prevailed. 

The roll was called, and there were yeas 18 and nays 42, as 
follows: 

Those who voted in the affirmative were: 

Ashbach 
Bang 
Bernhagen 
Brataas 

Dunn 
Engler 
Frederick 
Jensen 

Kirchner 
Knaak 
Knutson 
Ogdahl 

Pillsbury 
Henneke 
Rued 
Sieloff 

Those who voted in the negative were: 

Anderson Hughes Menning Peterson 
Benedict Humphrey Merriam Pudeerst 
Chenoweth Johnson Moe Schaaf 
Coleman Keefe,S. Nelson Schmitz 
Davies Kleinbaum Nichols Setzepfandt 
Dieterich Knoll Olhoft Sikorski 
Gearty Lessard Olson Spear 
Gunderson Luther Penny Staples 
Hanson McCutcheon Perpich Stokowski 

Sillers 
Ueland, A. 

Strand 
Stumpf 
Tennessen 
Vega 
Wegener 
Willet 

The mption did not prevail. So the amendment was not adopted. 

Mr. Sieloff moved to amend H. F. No. 1495, as amended by the 
Senate May 14, 1979, as follows: 

(The text of the amended House File is identical to S. F. No. 
1567.) 

Page 52, after line 13, insert: 
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"Sec. 20. Minnesota Statutes 1978, Section 290A.04, is amended 
by adding a subdivision to read: 

Subd. 2c. If the net property taxes payable on a homestead in 
each of the years 1980 and 1981 increase more than ten percent 
over the net property taxes payable the preceding year, a claim
ant who is a homeowner shall be allowed an additional refund 
equal to the amount by which the increase exceeds ten percent. 
This subdivision shall not apply to any increase in the net prop
erty taxes payable attributable to improvements made to the 
homestead. 

For purposes of this subdivision, "net property taxes payable" 
means property taxes payable after reductions made pursuant to 
section 273.13, subdivision 6, 7 and 14a, and after the deduction 
of tax refund amounts for which the claimant qualifies pursuant 
to subdivisions 2, 2a and 2b. 

In addition to proofs required pursuant to chapter 290A, each 
claimant under this subdivision shall file with the property tax 
refund return a copy of the property tax statement for taxes 
payable in the preceding year or other documents required by 
the commissioner. 

Sec. 21. [APPROPRIATION.] There is appropriated from the 
general fund to the commissioner of revenue the amounts neces
sary to make the payments provided in section 12." 

Page 52, line 27, after the period insert: "Section 20 is effec
'1/ive only for property tax refunds based on property taxes pay
able in 1980 and 1981." 

Page 52, line 27, delete "21" and insert "23" 

Renumber the sections in sequence 

Amend the title as follows: 

Page 1, line 17, after "amounts" insert "and providing an addi-
tional refund" · 

Page 2, line 6, after "2b," delete "and" and after "3" insert 
"and by adding a subdivision" 

The question was taken on the adoption of the amendment. 

Mr. McCutcheon moved that those not voting be excused from 
voting. The motion prevailed. 

The roll was called, and there were yeas 20 and nays 41, as 
follows: 

Those who voted in the affirmative were: 

Ashbach 
Bang 
Bernhagen 
Brataas 

Dunn 
Engler 
Frederick 
Jensen 

Keefe,J. 
Kirchner 
Knaak 
Knutson 

Ogdahl 
Pillsbury 
Henneke 
Rued 

Sieloff 
Sillers 
Ueland, A. 
Ulland, J. 
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Those who voted in the negative were: 
Anderson Humphrey Merriam Purfeerst 
Benedict Johnson Moe Schaaf 
Chmielewski Keefe, S. Nelson Schmitz 
Coleman Kleinbaum Nichols Setzepfandt 
Dieterich Knoll Olhoft Sikorski 
Gearty Lessard Olson Solon 
Gunderson Luther Penny Spear 
Hanson McCutcheon Perpich Staples 
Hughes Menning Peterson Stokowski 
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Strand 
Tennessen 
Vega 
Wegener 
Willet 

The motion did not prevail. So the amendment was not adopted. 
Mr. Jensen moved to amend H. F. No. 1495, as amended by the 

Senate May 14, 1979, as follows: 
(The text of the amended House File is identical to S. F. No. 

1567.) 
Page 18, line 32, delete "a subdivision" and insert "subdivisions" 
Page 19, after line 24, insert: 
"Subd. 3g. [INFLATION ADJUSTMENT.] The commissioner 

of revenue shall determine and announce by September 1, 1980, 
the percentage increase from June, 1979, to June, 1980, in the 
revised all urban consumer price index for the Minneapolis-St. 
Paul metropolitan area prepared by the United States department 
of labor with 1967 as a base year. The taxable net income brackets 
in subdivision 2c and the income exclusion amounts contained in 
subdivision 3d shall be increased by that percentage rounded to 
the nearest dollar to produce the inflation adjusted taxable net 
income brackets and exclusion amounts for the taxable year be
ginning after December 31, 1979. 

The commissioner of revenue shall determine and announce by 
September 1, 1981, and each succeeding year, the percentage in
crease from June, 1980, to June, 1981, and each year thereafter, in 
the revised all urban consumer price index described above. The 
taxable net income brackets in subdivision 2c and the income ex
clusion amounts contained in subdivision 3d as adjusted in the 
previous year shall be increased by that percentage rounded to 
the nearest dollar to produce the inflation adjusted taxable net 
income brackets and exclusion amounts for the taxable year be
ginning after December 31, 1980, and each succeeding taxable 
year." 

Amend the title as follows: 

Page 1, line 5, after the semicolon, insert "providing an infla
tion adjustment;" 

The question was taken on the adoption of the amendment. 

The roll was called, and there were yeas 18 and nays 37, as 
follows: 

Those who voted in the affirmative were: 
Ashbach 
Bernhagen 
Brataas 
Engler 

Frederick 
Jensen 
Keefe,J. 
Kirchner 

Knaak 
Knutson 
Ogdahl 
PillshurY 

Renneke 
Rued 
Sieloff 
Sillers 

Ueland,A. 
Ulland. J. 
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Those who voted in the negative were: 
Anderson Humphrey Menning Perpich 
Benedict Johnson Merriam Schaaf 
Chmielewski Keefe, S. Moe Setzepfandt 
Dieterich Kleinbaum. Nelson Sikorski 
Gearty Knoll Nichols Spear 
Gunderson Lessard Olhoft Staples 
Hanson Luther Olson Stokowski 
Hughes McCutcheon Penny Strand 
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Stumpf 
Tennessen 
Vega 
We_gener 
Willet 

The motion did not prevail. So the amendment was not adopted. 

Mr, Sieloff moved to amend H. F. No. 1495, as amended by the 
Senate May 14, 1979, as follows: 

(The text of the amended House File is identical to S. F. No. 
1567.) 

Page 25, lines 28 to 33, delete the new language 

The question was taken on the adoption of the amendment. 

The roll was called, and there were yeas 19 and nays 40, as 
follows: 

Those who voted in the affirmative were: 
Ashbach Engler Kirchner Pillsbury 
Bang Frederick Knaak Renn eke 
Bernhagen Jensen Knutson Rued 
Brataas Keefe, J. Ogdahl Sieloff 

Those who voted in the negative were: 

Billers 
Ueland,A. 
Ulland,J. 

Anderson Hughes McCutcheon Penny Staples 
Benedict Humphrey Menning Perpich Stokowski 
Chmielewski Johnson Merriam Peterson Strand 
Coleman Keefe, S. Moe Schaaf Stumpf 
Dieterich Kleinbaum Nelson Schmitz Tennessen 
Gearty Knoll Nichols Setzepfandt Vega 
Gunderson Lessard Olhoft Sikorski Wegener 
Hanson Luther Olson Spear Willet 

The motion did not prevail. So the amendment was not adopted. 

H. F. No. 1495 was read the third time, as amended, and placed 
on its final passage. 

The question was taken on the passage of the bill, as amended. 

Mr. McCutcheon moved that those not voting be excused from 
voting. The motion prevailed. 

The roll was called, and there were yeas 62 and nays 0, as 
follows: 

Those who voted in the affirmative were: 

Anderson Chmielewski Gearty Johnson Knoll 
Ashbach Coleman Gunderson Keefe,J. Knutson 
Bang Dieterich Hanson Keefe,S. Lessard 
Benedict Dunn Hughes Kirchner Luther 
Bernhagen Engler Humphrey Kleinbaum McCutcheon 
Brataas Frederick Jensen Knaak Menning 
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Merriam Penny Schaaf Spear 
Moe Perpich Schmitz Staples 
Nelson Peterson Setzepfandt Stokowski 
Nichols Pillsbury Sieloff Strand 
Ogdahl Purfeerst Sikorski Stumpf 
Olhoft Henneke Sillers Tennessen 
Olson Rued Solon Ueland, A. 

Ulland,J. 
Vega 
Wegener 
Willet 
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So the bill, as amended, passed and its title was agreed to. 

Without objection, the Senate reverted to the Order of Busi
ness of Reports of Committees. 

REPORTS OF COMMITTEES 

Mr. Coleman from the Subcommittee on Bill Scheduling, to 
which were referred S. F. Nos. 1570, 1569, 437, 1548, 1032, 519, 
977 and H. F. Nos. 643, 555, 912 makes the following report: 

That the above Senate Files and House Files be placed on the 
General Orders Calendar in the order indicated. 

That there were no other bills before the Subcommittee on 
which floor action was requested. 

Mr. Coleman moved the adoption of the foregoing committee 
report. The motion prevailed. Report adopted. 

MOTIONS AND RESOLUTIONS-CONTINUED 

Mr. Menning moved that H. F. No. 1037 be withdrawn from 
the Committee on Finance and re-referred to the Committee on 
Rules and Administration for comparison with S. F. No. 1041 
now on Special Orders. The motion prevailed. 

Mr. Hanson moved that H. F. No. 257 be withdrawn from the 
Committee on Taxes and Tax Laws and re-referred to the Com
mittee on Rules and Administration for comparison with S. F. 
No. 977 now on Special Orders. The motion prevailed. 

RECESS 

Mr. Coleman moved that the Senate do now recess until 8:30 
o'clock p.m. The motion prevailed. 

The hour of 8:30 o'clock p.m. having arrived, the President 
called the Senate to order. 

MEMBERS EXCUSED 

Mr. Olson was excused from the Session of today until 4:45 
o'clock p.m. Mr. Laufenburger was excused from the Session of 
today at 5: 15 o'clock p.m. Messrs. Peterson, Penny and Strand 
were excused from the Session of today from 5:00 to 5:30 o'clock 
p.m. Mr. Sikorski was excused from the Session of today from 
5:00 to 5:45 o'clock p.m. Mr. Lessard was excused from the Ses
sion of today from 5:15 to 6:00 o'clock p.m. 



2252 JOURNAL OF THE SENATE [53RD DAY 

CALL OF THE SENATE 

Mr. Hanson imposed a call of the Senate. The following 
Senators answered to their names: 

Benedict 
Brataas 
Chmielewski 
Davies 
Dieterich 
Gearty 
Gunderson 
Hanson 

Hughes 
Humphrey 
Johnson 
Keefe,S. 
Kleinbaum 
Lessard 
Luther 
Menning 

Merriam 
Moe 
Nelson 
Nichols 
Olson 
Penny 
Perpich 
Purfeerst 

Schaaf 
Schmitz 
Setzepfandt 
Sikorski 
Solon 
Spear 
Staples 
Stokowski 

Strand 
Stumpf 
Tennessen 
Vega 
Wegener 
Willet 

The Sergeant at Arms was instructed to bring in the absent 
members. 

Without objection, the Senate reverted to the Order of Busi
ness of Messages From the House. 

MESSAGES FROM THE HOUSE 

Mr. President: 

I have the honor to announce that the House accedes to the 
reqnest of the Senate for the return of House File No. 1386 for 
further consideration. 

H. F. No. 1386: A bill for an act relating to the city of St. Paul; 
fixing the rate of the franchise fee for utility supplies to resi
dential dwellings. 

House File No. 1386 is herewith returned to the Senate. 

Edward A. Burdick, Chief Clerk, House of Representatives 

Returned May 14, 1979 

RECONSIDERATION 

Mr. Dieterich moved that the vote whereby H. F. No. 1386 
was passed by the Senate on May 10, 1979, be now reconsidered. 
The motion prevailed. 

Mr. Dieterich moved that the amendment made to H. F. No. 
1386 by the Committee on Rules and Administration in the re
port adopted May 3, 1979, pursuant to Rule 49, be stricken. The 
motion prevailed. So the amendment was stricken. 

H. F. No. 1386: A bill for an act relating to the city of St. Paul; 
fixing the rate of the franchise fee for utility supplies to resi
dential dwellings. 

Was read the third time and placed on its final passage. 

The question was taken on the passage of the bill. 

The roll was called, and there were yeas 38 and nays 0, as 
follows: 
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Those who voted in the affirmative were; 

Brataas Hanson McCutcheon Perpich 
Chmielewski Hughes Menning Peterson 
Coleman Humphrey Merriam Purfeerst 
Davies Johnson Moe Schaaf 
Dieterich Keefe, S. Nelson Schmitz 
Dunn Knoll Olhoft Sikorski 
Gearty Lessard Olson Sillers 
Gunderson Luther Penny Spear 

So the bill passed and its title was agreed to. 

SPECIAL ORDER 
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Staples 
Stokowski 
Strand 
Stumpf 
Vega 
Willet 

H. F. No. 534: A bill for an act relating to Murray County; 
allowing the county and local government units to participate in 
a federal railroad assistance program. 

Mr. Menning moved to amend H. F. No. 534 as follows: 

Page 1, line 7, after "County" insert", Goodhue County" 

Page 1, line 8, after "County" insert "and Goodhue County" 

Amend the title as follows: 

Page 1, line 2, delete "County" and insert "and Goodhue Coun
ties" 

The motion prevailed. So the amendment was adopted. 

H.F. No. 534 was read the third time, as amended, and placed 
on its final passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 36 and nays 1, as fol
lows: 

Those who voted in the affirmative were: 
Brataas 
Chmielewski 
Davies 
Dieterich 
Dunn 
Gearty 
Gunderson 
Hanson 

Hughes 
Humphrey 
Johnson 
Keefe, S. 
Knoll 
Lessard 
Luther 
McCutcheon 

Menning 
Moe 
Nelson 
Olhoft 
Olson 
Penny 
Perpich 
Peterson 

Mr. Merriam voted in the negative. 

Purfeerst 
Schaaf,, 
Schmitz 
Setzepfandt 
Sikorski 
Sillers 
Staples 
Stokowski 

Strand 
Tennessen 
Vega 
Willet 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

S. F. No. 960: A bill for an act relating to retirement; providing 
for a proportionate annuity at age 65 or older with one year of 
service; increasing the maximum earnings amount for a re-em
ployed annuitant; amending Minnesota Statutes 1978, Sections 
352.115, Subdivision 10; 353.37, Subdivision 1; 354.44, Subdivi
sions la and 5; 354A.21; and 356.32, Subdivision 1. 
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Mr. Strand moved to amend S. F. No. 960, as follows: 

Delete everything after the enacting clause and insert: 

"Section 1. Minnesota Statutes 1978, Section 352.01, Subdivi
sion 11, is amended to read: 

Subd. 11. [ALLOWABLE SERVICE.] "Allowable service" 
means: 

( 1) Any service rendered by an employee for which on or be
fore July 1, 1957, he was entitled to allowable service credit on 
the records of the system by reason of employee contributions 
in the form of salary deductions, payments in lieu of salary deduc
tions, or in any manner authorized by Minnesota Statutes 1953, 
Chapter 352, as amended by Laws 1955, Chapter 239, or 

(2) Any service rendered by an employee for which on or be
fore July 1, 1961, he elected to obtain credit for service by making 
payments to the fund pursuant to Minnesota Statutes 1961, Sec
tion 352.24, or 

(3) Except as provided in clause (11), any service rendered by 
an employee after July 1, 1957, for any calendar month in which 
he is paid salary from which deductions are made, deposited and 
credited in the fund, including deductions made, deposited and 
credited as provided in section 352.041, or 

(4) Except as provided in clause (11), any service rendered by 
an employee after July 1, 1957 for any calendar month for which 
payments in lieu of salary deductions are made, deposited and 
credited in the fund, as provided in section 352.27 and Minnesota 
Statutes 1957, Section 352.021, Subdivision 4. 

(For purposes of paragraphs (3) and (4) of this subdivision, 
any salary paid for a fractional part of any calendar month is 
deemed the compensation for the entire calendar month. The 
board of directors of the Minnesota state retirement system shall 
establish rules governing the accrual of allowable service credit for 
less than full time employment.), or 

(5) The period of absence from their duties by employees who 
by reason of injuries incurred in the performance thereof are tem
porarily disabled and for which disability the state is liable under 
the workers' compensation law until the date authorized by the 
director for the commencement of payments of a total and perma
nent disability benefit from the retirement fund, or 

(6) The unused portion of an employee's annual leave allow
ance for which he is paid salary, or 

(7) Any employee who made payment in installments in order 
to obtain additional service credit but failed to make the final 
payment on or before July 1, 1962 shall be entitled to have credit 
for all service for which the payments he made will entitle him 
under the provisions of Minnesota Statutes 1961, Section 352.24. 
In determining "the service for which the payments he made will 
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entitle him" service credit shall extend retroactively from the 
latest service for which he made payment, or 

(8) Former state employees who hold numbered certificates 
of deferred annuity who again become state employees shall sur
render such certificates and shall be entitled to full credit for the 
service covered by the surrendered certificates, or 

( 9) Any service covered by refundment repaid as provided in 
section 352.23 but does not include service rendered as an em
ployee of the adjutant general for which the person has credit with 
the federal civil service retirement system, or 

(10) Any service prior to the effective date of Laws 1978, 
Chapter 538 by an employee of the transit operating division of 
the metropolitan transit commission or by an employee on an au
thorized leave of absence from the transit operating division of 
the metropolitan transit commission who is employed by the labor 
organization which is the exclusive bargaining agent representing 
employees of the transit operating division which was credited by 
the metropolitan transit commission-transit operating division 
employees retirement fund or any of its predecessor plans or funds 
as past, intermediate, future, continuous or allowable service as 
defined in the metropolitan transit commission-transit operating 
division employees retirement fund plan document in effect on 
December 31, 1977, , or 

(1 I) Any service by an employee of the metropolitan transit 
commission-transit operating division who is employed part time 
for less than 32 hours per week or 1,664 hours per year for which 
the employee is paid salary from which deductions are made, de
posited and credited in the fund, including deductions made, de
posited and credited as provided in section 352.041 or for which 
payments in lieu of salary deductions are made, deposited and 
credited in the fund as provided in section 352.27 shall be credited 
on a fractional basis either weekly or annually based upon the 
relationship that the number of hours of service bears to either 
40 hours per week or 2,080 hours per year, with any salary paid 
for the fractional service credited on the basis of the rate of salary 
applicable for a full time week or a full time year. 

Sec. 2. Minnesota Statutes 1978, Section 352.01, Subdivision 
16, is amended to read: 

Subd. 16. [YEAR OF ALLOWABLE SERVICE.] "Year of 
allowable service" for any emplcyee other than an employee of 
the metropolitan transit commission-transit operating division who 
is employed part time for less than 32 hours per week or .J ,664 
hours per year means any 12 calendar months not necessarily con
secutive in which an employee is entitled to allowable service 
credit. It also means 12 months credit each calendar year for 
teachers in the state universities and state institutions who may 
or may not receive compensation in every month in the calendar 
year. For an employee of the metropolitan transit commission
transit operating division who is employed part time for less than 
32 hours per week or 1,664 hours per year the term means at 
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least 1,664 hours of employment by the metropolitan transit com
mission-transit operating division during a year of 12 consecutive 
calendar months in which an employee is entitled to allowable 
service credit. 

Sec. 3. Minnesota Statutes 1978, Section 352.115, Subdivision 
10, is amended to read: 

Subd. 10. [RE-EMPLOYMENT OF ANNUITANT.] Should 
any retired employee again become entitled to receive salary or 
wages from the state, or any employer who employs state em
ployees as that term is defined in section 352.01, subdivision 2. 
other than salary or wages received as a temporary employee of 
the legislature during a legislative session, hie the annuity or re
tirement allowance shall cease when he the retired employee has 
earned ~ $3,280 or more in any calendar year during which 
the retired employee has not attained the age of at least 65 or 
when the retired employee has earned $4,500 or more in any cal
endar year during which the person has attained the age of at 
least 65 . The annuity shall be resumed when state service termi
nates, or. if the retired employee is still employed at the begin
ning of the next calendar year, at the beginning of such calendar 
year, and payment shall again terminate when he the retired em
ployee has earned $3,-000 the applicable re-employment earnings 
maximum specified in this subdivision. No payroll deductions for 
the retirement fund shall be made from the earnings of sueh a 
re-employed retired employee. If s::eh the retired employee is 
granted a sick leave without pay, but not otherwise, the annuity or 
retirement allowance shall be resumed during the period of sick 
leave. No change shall be made in the monthly amount of such 
annuity or retirement allowance because of such employment. 

Sec. 4. Minnesota SU!tutes 1978, Section 352.22, Subdivision 1, is 
amended to read: 

352.22 rREFUND OR DEFERRED ANNUITIES.] Subdivision 
I. [SERVICE TERMINATION.] Any employee who ceases to be 
a state employee by reason of termination of state service, shall be 
entitled to a l'f!Hm1H11€Rt refund provided in subdivision 2 or a de
ferred retirement annuity as provided in subdivision 3. Application 
for a refundmem refund may be made 60 30 or more days after the 
termination of state service if the applicant has not again become 
a state employee required to be covered by the system t -pt that 
emplevees woo ,.g,.;,. """14atmy ;ectirement age and eB required 
±e ~ an-e whe are not eugib!G ta reecive aR anm,ity under see
tiens ~d-lii er &a~, mey apply fur refundm~Ht withaut any 
waict-ing ,,.,fied_ 

Sec. 5. Minnesota Statutes 1978, Section 352.22, Subdivision 10, 
is amended to read: 

Subd. 10. fOTHER REFUNDS.] Former employees covered by 
the svstem who are or who shall become members of the highway 
patrolmen's retirement accoeiatien, the sta;e peliee effi€ers retire
m€Ht fund; , the state teacher's retirement association or employees 
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of the University of Minnesota excluded from coverage under the 
system by action of the board of regents; or labor service employees, 
excluded from coverage under section 352.01, subdivision 2B, (26); 
or employees of the adjutant general who under federal Jaw effectual
ly elect membership in a federal retirement system; or officers or em
ployees of the senate or house of representatives, excluded from cov
erage under section 352.01, subdivision 2B(8), shall be entitled to a 
refmulmeat witheat may waiting peried, m aa ameaat e<tHal te 
their reS!)eew,e aeeamalated eentribatieas wi.fueat mte,est make 
application for a refund of their accumulated contributions plus in
terest as provided in subdivision 2, upon the expiration of 30 days 
or more after their coverage ceases, notwithstanding their continu
ance in state service but in positions not covered by this chapter. 

Sec. 6. Minnesota Statutes 1978, Section 352.95, is amended to 
read: 

352.95 [DISABILITY BENEFITS.] Aa emf)leyee whe beeemes 
~ and f)Elfmaaentlyc disabled while m a eo•,•ered eeueetieaal 
f)esitiea shall Rfl¥e his disability beBefit righls dete-iaed nnde,, 
seetien 352.113 ~ that whea saei. f)8ffl0R beeemes M yeam a 
age he shall bo deemed te be retired and shall be eatitled ta re
eeive the beaefit previded rmde,, seetiea 352.113, sabdi'!isien :I, 
whether o,, Ret disabled at sa€h age. AB employee whe reeeives a 
disability beaefit chall oot be eatitled ta aa aanaity aader seetiea 
352.93, evea theagh otherwise 'l.ll!llified, anti! reempleyed iR a 00¥

ered eel'l'eetienal pesitien fol, a periad ef et least ene year, Subdi
vision I. Any covered correctional employee kss than 55 years of age 
who shall become disabled and physically unfit to perform the duties 
of the position as a direct result of an injury, sickness, or other 
disability incurred in or arising out of any act of duty which shall 
render the employee physically or mentally unable to perform the 
duties, shall be entitled to a disability benefit based on covered cor
rectional service only, in an amount equal to 50 percent of the 
average salary defined in section 352.93, plus an additional two per
cent for each year of covered correctional service in excess of 20 
years pro-rated for completed months, to a maximum monthly 
benefit of 75 percent of the average monthly salary. 

Subd. 2. Any covered correctional employee who after not less 
than five years of covered correctional service, before reaching 
the age of 55 shall become disabled and physically unfit to per
form the duties of the position because of sickness or injury 
occurring while not engaged in covered employment, shall be en
titled to a disability benefit based on covered correctional service 
only. The disability benefit shall be computed as provided in sec
tion 352.93, subdivisions I and 2, and computed as though the 
employee had at least IO years of covered correctional service. 

Subd. 3. No application for disability benefits shall be made 
until after the last day physically on the job. The disability bene
fit shall begin to accrue the day following the last day for which 
the employee is paid sick leave or annual leave, but in no event 
earlier than 60 days prior to the date the application is filed. 
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Subd. 4. The director shall have the employee examined by at 
least two licensed physicians designated by the medical advisor. 
These physicians shall make written reports to the director con
cerning the employee's disability, including medical opinions as to 
whether he or she is disabled within the meaning of this section. 
The director shall also obtain written certification from the em
ployer stating whether the employee is on sick leave of absence 
because of a disability which will prevent further service to the 
employer, and as a consequence the employee is not entitled to 
compensation from the employer. If upon the consideration of the 
reports of the physicians and such other evidence as may have 
been supplied by the employee or others, the medical advisor finds 
the employee disabled within the meaning of this section, he shall 
make appropriate recommendation to the director in writing, 
together with the date from which the employee has been disabled, 
and the director shall thereupon determine the propriety of autho
rizing payment of a disability benefit as provided in this section. 
Unless payment of a disability benefit has terminated because 
the employee is no longer disabled, or because he or she has 
reached age 62, the disability benefit shall cease with the last 
payment received by the disabled employee or which had accrued 
in his or her lifetime. During the time that disability benefits are 
paid, the director shall have the right at reasonable times to 
require the disabled employee to submit proof of the continuance 
of the disability ckzimed. If any examination indicates to the 
medical advisor that the employee is no longer disabled, the disa
bility payment shall be discontinued upon reinstatement to state 
service or within 60 days of such finding, whichever is sooner. 

Subd. 5. The disability benefit paid to an employee hereunder 
shall terminate when the employee reaches age 62. At that time 
he or she shall be deemed to be a retired employee and may 
then elect to receive a normal retirement annuity computed in 
the manner provided in section 352.115 or an optional annuity 
as provided in section 352.116, subdivision 3, based on the same 
length of service as used in the calculation of the disability bene
fit. The reduction for retirement prior to age 65 as provided in 
section 352.116, subdivision 1, shall not be applicable. The savings 
clause provision of section 352.93, subdivision 3, shall be appli
cable. 

Subd. 6. If the employee is entitled to receive a disability bene
fit as provided in subdivision 1 or 2 and has credit for less covered 
correctional service than the length of service upon which the 
correctional disability benefit is based, and also has credit for 
regular plan service, the employee shall be entitled to a disability 
benefit or deferred retirement annuity based on the regular plan 
service only for that service which when combined with the cor
rectional service exceeds number of years on which the correctional 
disability benefit is based. The disabled employee who also has 
credit for regular plan service must in all respects qualify under 
the provisions of section 352.113 to be entitled to receive a disa
bility benefit based on the regular plan service, except that the 
service may be combined to satisfy length of service requirements. 
Any deferred annuity to which the employee may be entitled 
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based on regular plan service shall be augmented as provided 
in section 352.72 while the employee is receiving a disability 
benefit under this section. 

Subd. 7. Should the disabled employee resume a gainful occu
pation and his or her earnings are less than the sal,ary received 
at the date of disability or the salary currently paid for similar 
positions, or should the employee be entitled to receive workers' 
compensation benefits, the disability benefit shall be continued 
in an amount which when added to such earnings and workers' 
compensation benefits does not exceed the salary received at the 
date of disability or the salary currently paid for similar positions, 
whichever is higher, provided the disability benefit in such case 
does not exceed the disability benefit originally authorized and 
in effect. 

Sec, 7. Minnesota Statutes 1978, Section 353.37, Subdivision 
1, is amended to read: 

353.37 [PUBLIC RE-EMPLOYMENT OF ANNUITANT.] 
Subdivision 1. [EFFECT ON ANNUITY.] The annuity of a per
son otherwise eligible therefor under this chapter shall be suspended 
if he the person re-enters and for as long as he the person remains 
in public service as a non-elective employee of a governmental 
subdivision, if hls earned compensation for 9Q9ft the re-employment 
service equals or exceeds$~ $3,280 in any calendar year during 
which he has not attained the age of at least 65 or equals or ex
ceeds $4,500 in any calendar year during which he has attained the 
age of at least 65 . The suspension of the annuity snail commence 
as of the first of the month in which the maximum permitted com
pensation is exceeded as herein provided, but shall Bet only apply 
to~ those months in which the annuitant is Bet actually employed 
in non-elective service in a position covered by this chapter. Any 
annuitant of the association; who is elected to public office after 141 
retirement shall be entitled to hold such office and receive hls 
the annuity otherwise payable from the public employees retire
ment association. Upon proper showing by an annuitant that this 
meligielllty the reason for the suspension of the annuity payments 
no longer exists, the monthly annuity payments shall be resumed. 
Public service performed by an annuitant subsequent to his retire
ment under this chapter Elees shall not increase or decrease the 
amount of any annuity when J>aYffi~ wfeef Me payment of 
the annuity is resumed. The annuitant is shall not be required to 
make any further contributions to the retirement fund by reason of 
this subsequent public service. 

Sec. 8. Minnesota Statutes 1978, Section 354.05, Subdivision 2, 
is amended to read: 

Subd. 2. [TEACHER.] The word "teacher" includes any person 
who has rendered, is rendering, or shall hereafter render, service as 
a teacher, supervisor, principal, superintendent, or librarian in the 
public schools of the state, located outside of the corporate limits 
of the cities of the first class, in the state universities, or in any 
charitable or state institution including penal and corrective insti
tutions supported, in whole or in part, by public funds, or who has 
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been engaged, is engaged, or shall hereafter be engaged, in edu
cational administration in connection with the state public school 
system, including the state university system and state community 
college system, but excluding the university of Minnesota, whether 
the position be a public office or an employment, not including 
members of any general governing or managing board or body 
connected with such systems, or the officers of common, independ
ent, special, or associated school districts, or unorganized terri
tory. The term shall also include an employee of the teachers retire
ment association employed subsequent to July 1, 1969, and any 
nurse, counselor, social worker or psychologist who has rendered, 
is rendering or shall hereafter render service in the public schools as 
defined above or in state universities. The tenn shall also include 
any person who renders teaching service on a part time basis and 
who also renders other services for a school district. In such cases, 
the teachers retirement association shall have the authority to 
detennine whether all or none of such combined employment will 
be covered by the teachers retirement association. The tenn does 
not mean any person who works for such school or institution as 
an independent contractor. Duriag aay f4seal ye&I'; The tenn also 
does not mean a person who works for a school or institution on a 
part time basis where provided: (1) the person was not required 
to make contributions to the fund during the current fiscal year; 
(2) the person has certified that he has established and is contribut
ing to an individual retirement account. pre•,ielee! ti.at based on 
non-teaching employment; and (3) the certification is made annu
ally aB4 is maee on a fonn prescribed by the executive director. 
The tenn shall not include any person employed in subsidized on
the-job training, work experience or public service employment as 
an enrollee under the federal comprehensive employment and train
ing act from and after March 30, 1978, unless the person has as 
of the later of March 30, 1978 or the date of employment sufficient 
service credit in the retirement fund to meet the minimum vesting 
requirements for a deferred retirement annuity, or the employer 
agrees in writing on fonns prescribed by the executive director to 
make the required employer contributions, including any employer 
additional contributions, on account of that person from revenue 
sources other than funds provided under the federal comprehensive 
training and employment act, or the person agrees in writing on 
fonns prescribed by the executive director to make the required 
employer contribution in addition to the required employee con
tribution. 

Sec. 9. Minnesota Statutes 1978, Section 354.06, Subdivision 2, 
is amended to read: 

Subd. 2. [OFFICERS; EMPLOYEES; EXPENSES OF FUND.] 
The board shall annually elect one of its members as president; . It 
shall elect an executive director, and fix his salary , wile. The 
executive director shall serve during the pleasure of the board and 
be the executive officer of the board, with such duties as the board 
shall prescribe. The board shall employ all other clerks and em
ployees necessary to properly administer the fund. The cost and 
expense of administering the provisions of see~ions 3~ ta ~ 
this chapter shall be paid by the fund. The executive director shall 
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be appointed by the board on the basis of fitness, experience in the 
retirement field and leadership ability. The executive director shall 
have had at least five years of experience on the administrative staff 
of a major retirement system. 

Sec. 10. Minnesota Statutes 1978, Section 354.44, Subdivision la, 
is amended to read: 

Subd. la. [MANDATORY RETIREMENT.] Notwithstanding 
the provisions of sections 43.30 or 197.45 to 197 .48, a member shall 
terminate employment on August 31, 1976, or at the end of the 
academic year in which the member reaches the age of 65, whichever 
is later. For purposes of this subdivision, academic year shall be 
deemed to end August 31. A member who terminates employment 
at any time during the academic year at the end of which such 
person is Pe1t11i,eEi ta temnnate ell!Jlleymeftt. plmlll&nt te this M• 
Eil•,<isien age 65 or older shall, for the purpose of determining eli
gibility for a proportionate retirement annuity, be considered to have 
been required to terminate employment at age 65 or eaFlieP older 
pursuant to this S111lEiivisiOB section 356.32. Nothing contained in 
this subdivision shall preclude an employer unit covered by this chap
ter from employing a retired teacher as a substitute or part time 
teacher; provided, no teacher required to terminate employment by 
this subdivision shall resume membership in the retirement asso
ciation by virtue of employment as a substitute or part time teacher; 
provided further that upon having earned $3;00() $4,500 in any 
academic year from employment as a substitute or part time teach
er, any person over the age of 65 years shall terminate employment 
for the remainder of that academic year. 

Sec. 11. Minnesota Statutes 1978, Section 354.44, Subdivision 5, 
is amended to read: 

Subd. 5. [RESUMPTION OF TEACHING.] A teaehe, Any 
person who retired under any provision of any retirement law ap
plicable to schools and institutions covered by the provisions of this 
chapter and has thereafter resumed teaching in any school or in
stitution to which such sections apply shall continue to receive pay
ments in accordance with such annuity except that during any 
quarter in which his the person's income from 8l!8ft the teaching 
service for any person under the age of 65 exceeds the sum of $800 
$820 and for any person over the age of 65 but under the age of 72 
exceeds the sum of $1,125 ; the amount in excess of $800 the ap
plicable re-employment income maximum specified in this subdi-
11ision shall be deducted from the annuity payable for the quarter 
immediately following the quarter in which the excess amount was 
earned. After a H1emiler person has reached the age of 72 he , the 
person shall receive his the annuity in full regardless of the amount 
of income. 

Sec. 12. Minnesota Statutes 1978, Section 354.44, is amended by 
adding a subdivision to read: 

Subd. 8. Payment of an annuity or benefit for a given month 
shall be mailed during the first week of that month. Evidence 
of receipt of the check issued in payment of an annuity or bene-
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fit shall be submitted quarterly by the payee or a banking in
stitution on a form prescribed by the executive director. In the 
event the required evidence of receipt form is not submitted, 
future annuities or benefits will be withheld until the form is 
submitted. 

Sec. 13. Minnesota Statutes 1978, Section 354.4 7, Subdivision 
1, is amended to read: 

354.47 [REFUND AFTER DEATH.] Subdivision 1. [DEATH 
BEFORE RETIREMENT.] (1) If a member dies before retire
ment and is covered under the provisions of section 354.44, sub
division 2, and neither an optional annuity, nor reversionary an
nuity, nor the benefit described in section 354.46, subdivision 1 
is payable to the survivors of a basic member, there shall be 
paid to his surviving aependem spouse or if there is no surviving 
deiiendent spouse to his designated beneficiary an amount equal 
to his accumulated deductions with interest credited to his account 
to the date of death. 

( 2) If a member dies before retirement and is covered under 
the provisions of section 354.44, subdivisions 6 and 7, and 
neither an optional annuity nor reversionary annuity, nor the 
benefit described in section 354.46, subdivision 1 is payable to 
the survivors of a basic member, there shall be paid to his surviving 
aepenaent spouse or if there is no surviving aepenaent spouse 
to his designated beneficiary an amount equal to his accumulated 
deductions credited to his account as of June 30, 1957 and from 
July 1, 1957 to the date of death his accumulated deductions 
plus interest at the rate of three and one-half percent per annum 
compounded annually. 

(3) The amounts payable in clauses (1) or (2) are in addition 
to the amount payable in section 354.62, subdivision 5, for the 
member's variable annuity account. 

Sec. 14. Minnesota Statutes 1978, Section 354A.21, is amended 
to read: 

354A.21 [MANDATORY RETIREMENT; PROPORTION
ATE ANNUITY.] Notwithstanding the provisions of sections 
197.45 to 197.48 or 354A.05, a teacher subject to the provisions 
of this chapter shall terminate employment on August 31, 1976, 
or at the end of the academic year in which such teacher reaches 
the age of 65, whichever is later. For purposes of this section, 
an academic year shall be deemed to end August 31. A teacher 
who terminates employment at any time during the academic 
year at the end of whkh such person is required to terminate 
employment pursuant to this section and who has less than the 
minimum required number of years of service to otherwise qualify 
for a retirement annuity shall be entitled upon application to a 
proportionate retirement annuity based on service prior to ter
mination. Nothing contained in this subdivision shall preclude a 
district from employing a retired teacher as a substitute teacher; 
provided, no teacher required to terminate employment by this 
section shall resume membership in the retirement association 
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by virtue of employment as a substitute teacher; provided further 
that upon having earned ~ $4,500 in any academic year 
from employment as .a substitute teacher, any person over the 
age of 65 years shall terminate employment for the remainder 
of that academic year. 

Sec. 15. Minnesota Statutes 1978, Section 356.32, Subdivision 
1, is amended to read: 

356.32 [PROPORTIONATE ANNUITY AT AGE 65.) Subdivi
sion 1. [PROPORTIONATE RETIREMENT ANNUITY.] Not
withstanding any provision to the contrary of the laws governing 
any of the retirement funds referred to in subdivision 2, any person 
who is 81RflloyeEI in a peeitieR ee•,•e,ed 1J¥ an active member of 
any 8llee applicable fund, who has credit for at least $hN8 yeus 
one year but less than ten years of allowable service in Nell f&R6 
e, a eeml!iRatieR ef Nell one or more of the applicable funds, and 
who ie Nt:t\lHE!El ta temMAHe seP.iiee JMHSUW tea msatiMofy ,etife. 
meat statute, 81' WB& terminates active service at age 65 or older 
for any reason shall be entitled upon making written application 
on the form prescribed by executive director or executive secretary 
of the fund to a proportionate retirement annuity from each Reh 
applicable fund in which he the person has allowable service credit; . 
The proportionate annuity shall be calculated under the applicable 
laws governing annuities based upon hie allowable service credit 
at the time of E:::nrlatei,,y rotirementt pteorided, h--, $lw; and 
the person's average salary for the highest five successive years 
of allowable service or the average salary for the entire period 
of allowable service if less than five years. Nothing in this section 
shall prevent the ae611arial imposition of the appropriate early 
retirement reducti-On of an annuity lei' which applieatien iG made 
commences prior to normal retirement age. 

Sec. 16. Minnesota Statutes 1978, Section 473.417, is amended 
to read: 

473.417 [ADDITIONAL EMPLOYER OBLIGATION TO 
AMORTIZE UNFUNDED ACCRUED LIABILITIES.] In order 
to amortize the additional unfunded accrued liability incurred 
by the Minnesota state retirement system as a result of the 
consolidation of the metropolitan transit commission-transit 
operating division employees retirement fund, and to place the 
metropolitan transit commission on an equivalent basis with the 
other employing units and agencies having employees covered 
by the Minnesota state retirement system, the metropolitan 
transit commission shall make an annual contribution to the 
Minnesota state retirement system in addition to the employer 
contribution specified in section 352.04, subdivision 3. The addi
tional contribution shall be an amount equal to three and eight
tenths percent of the salaries of employees of the transit operating 
division on each payroll abstract, commencing July 1, 1978, and 
payable faF ft peried et 00 yeus until the unfunded accrued liability 
amount of $7,260,518 plus compound interest from July 1, 1978 
at the rate of six percent per annum on the average unpaid 
balance is amortized, as determined by the executive director of 
the Minnesota state retirement system. 
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Sec. 17. Minnesota Statutes 1978, Section 473.418, is amended 
to read: 

473.418 [DISABILITY AND SURVIVORSHIP COVERAGE.] 
From and after the effective date of Laws 1978, Chapter 538, the 
metropolitan transit commission shall provide for all active em• 
ployees of the transit operating division of the metropolitan 
transit commission disability and survivorship coverage which, 
when added to the disability benefit or the survivorship bene• 
fit payable from the Minnesota state retirement system pur
suant to sections 352.113 or 352.12, subdivision 2, will at least 
equal the disability benefit or the survivorship benefit which that 
employee at the time of disability or the employee's surviving 
spouse at the time of the death of the employee while on active 
duty would have been entitled to receive under the disability 
benefit or survivor of active employee deceased while on active duty 
benefit provisions of the metropolitan transit commission
transit operating division employees retirement fund plan docu• 
ment in effect on December 31, 1977. The metropolitan transit 
commission shall not be required to provide any supplementary 
disability benefit coverage or benefit amount to replace the 
amount of any reduction in any disability payable from the Min• 
nesota state retirement system due to the receipt of benefits under 
the workers' compensation law unless no offset of the amount of 
workers' compensation benefits from the amount of a disability bene• 
fit was required pursuant to the provisions of article ten of the met• 
ropolitan transit commission-transit operating division employees 
retirement fund plan document in effect on December 31, 1977. 
The metropolitan transit commission may elect to provide the ad
ditional disability and survivorship coverage either through con
tract with an insurance carrier or through self insurance. If the 
commission elects to provide the coverage through an insurance 
contract, the chairman of the metropolitan transit commission 
is authorized to request bids from, or to negotiate with, insurance 
carriers and to enter into contracts with carriers which in the 
judgment of the commission are best qualified to underwrite and 
service this insurance benefit coverage. The commission shall con
sider factors such as the cost of the contracts as well as the 
service capabilities, character, financial position and reputation 
with respect to carriers under consideration, as well as any other 
factors which the commission deems appropriate. The disability 
and survivorship insurance contract with the particular insurance 
carrier shall be for a uniform term of at least one year, but may 
be made automatically renewable from term to term in absence 
of notice of termination by either party. The disability and sur
vivorship insurance contract shall contain a detailed statement of 
benefits offered, maximums, limitations and exclusions. A sum• 
mary description of the essential terms of the contract shall be 
provided by the commission to the labor organization which is 
the exclusive bargaining agent representing employees of the 
transit operating division of the metropolitan transit commission 
and to each active employee of the transit operating division. The 
determination of whether the disability or survivorship insurance 
coverage meets the minimum requirements of this section shall 
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be made by the commission upon consultation with the executive 
director of the Minnesota state retirement system. If the dis
ability or survivorship coverage provided by the metropolitan tran
sit commission fails at any time after the effective date of Laws 
1978, Chapter 538 to meet the requirements of this section as to 
the level of disability or survivorship coverage to be provided, 
the deficiency in the actual benefits provided shall continue to 
be an obligation of the commission. Notwithstanding any provi
sions of chapter 179 to the contrary, the labor organization which 
is the exclusive bargaining agent representing employees of the 
transit operating division of the metropolitan transit commission 
may meet and bargain with the commission on an increase in 
the level of disability or survivor of active employee deceased 
while on active duty coverage to be provided by the commission 
at the same time that wages and other terms and conditions of 
employment are considered. 

Sec. 18. Laws 1978, Chapter 538, Section 21, is amended to read: 

Sec. 21. LRETROACTIVE EFFECT.] This act shall have re
troactive application for any person who, on or after January 1, 
1978, but prior to July 1, 1978, 

(a) terminates active service from the transit operating division 
of the metropolitan transit commission with less than ten years 
of active service; 

(b) terminates active service from the transit operating division 
of the metropolitan transit commission with at least ten years of 
active service; 

( c) becomes so disabled that the person is unable to continue 
to perform his duties as an active employee of the transit operating 
division of the metropolitan transit commission within the mean
ing of article ten of the most recent collective bargaining agree
ment in force between the metropolitan transit commission and 
the labor organization which is the exclusive bargaining agent 
representing employees of the transit operating division of the 
metropolitan transit commission and has at least five years of 
active service; or 

(d) becomes the surviving spouse of a former active employee 
of the transit operating division of the metropolitan transit com
mission who dies as a result of an accident which occurs during 
his employment with the transit operating division. 

Any person obtaining the status described in clause (a) shall 
be entitled, upon application, to receive either a refund of em
ployee contributions under section 352.22, subdivision 2a or a 
retirement allowance computed in the manner provided in article 
seven and payable at the minimum age specified in article eight 
of the metropolitan transit commission-transit operating division 
employees retirement fund document in effect on December 31. 
1977. Any retirement allowance payable pursuant to this section 
shall be payable on the first day of the month next following the 
filing of the application and the first allowance check or warrant 
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shall include payment retroactive to the date of retirement. If any 
person has taken a refund of employee contributions pursuant to 
this section and article 12 of the metropolitan transit commission
transit operating division employees retirement fund document in 
effect on December 31, 1977 prior to the effective date of this act, 
the person shall, notwithstanding that the person is no longer an 
active employee, be entitled to repay the refund plus interest at 
the rate of six percent per annum compounded annually from the 
date of the refund to the oote of repayment. Any person obtaining 
the status described in clause ( b) who is at least age 55 shall be 
entitled to receive an annuity under section 352.115, subdivisions 
2 and 3, notwithstanding that the person bad not attained the 
minimum age specified in section 352.115, subdivision 1, at the 
time of the commencement of the annuity; provided, however, 
that the early retirement reduction factor specified in section 
352.116, subdivision 1, shall apply unless the age of the person 
at the commencement of the annuity was at least 65 if the person 
bad credit for ten or more years of service, or was at least age 62 
if the person bad credit for 30 or more years of service. Any per
son obtaining the status described in clause (c) shall be entitled 
to receive a benefit in an amount equal to the accrued retirement 
annuity computed pursuant to section 352.115, subdivisions 2 and 3, 
without the reduction for early commencement of the benefit set 
forth in section 352.116, with a minimum disability benefit of 
$130 per month and a maximum disability benefit of the amount 
of the disability benefit which, when added to any earnings from 
partial or total re-employment, shall not exceed 85 percent of the 
current top mte of salary paid to the employment position classi
fication held by the person at the time of the occurrence of the 
disability. Upon the commencement of a disability under this 
section, section 352.113, subdivisions 1 through 11 shall not be 
considered applicable to that person. Any person obtaining the 
status described in clause (d) shalJ be entitled to receive a bene
fit in an amount equal to the benefit provided by section 352.12, 
subdivision 2, notwithstanding the fact that the former active 
employee may not have attained one of the ages or have been 
credited with one of the lengths of service specified in that sub
division. 

Any person entitled to receive an increase pursuant to section 
10 of this act shall be entitled to receive the increase retroactively 
to January 1, 1978. The first payment of retirement allowances 
or annuities, disability benefits, survivorship annuities or survivor
ship benefits shall include the retroactive amounts. 

Sec. 19. [METROPOLITAN TRANSIT COMMISSION
TRANSIT OPERATING DIVISION EMPLOYEES; CREDIT 
FOR MILITARY SERVICE.] Any employee of the metropolitan 
transit commission operating division who was on a leave of ab
sence to enter military service on July 1, 1978, who has not taken 
a refund of employee contributions as authorized by article 12 
of the metropolitan transit commission-transit operating division 
employees retirement fund document or Minnesota Statutes, Sec
tion 352.22, Subdivision 2a, and who returns to service as an em-
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ployee of the metropolitan transit commission-transit operating 
division upon discharge from military service as provided in Minne• 
sota Statutes, Section 192.262 shall be entitled to receive allowable 
service credit for the period of military service. If an employee has 
taken a refund of employee contributions as authorized, and would 
otherwise be entitled to receive allowable service credit pursuant 
to this section, the employee shall be entitled to receive allowable 
service credit for the period of military service upon repayment to 
the executive director of the Minnesota state retirement system 
of the amount refunded plus interest at the rate of six percent per 
annum compounded annually from the date on which the refund 
was taken to the date of repayment. No employee shall be entitled 
to_ ~eceive alZ?wable se~vice credit for any voluntary extensions of 
military service at the instance of the employee beyond any initial 
period of enlistment, induction or call to active duty. 

Sec. 20. Minnesota Statutes 1978, Section 352.22, Subdivision 
11, is repealed. 

Sec. 21. This act is effective the day following final enactment. " 

Delete the title in its entirety and insert: 

"A bill for an act relating to retirement; various retirement 
funds; providing for a proportionate annuity at age 65 or older 
with one year of service; increasing the maximum earnings amount 
for a re-employed annuitant; clarifying applications for refunds 
from the Minnesota state retirement system; providing an occu
pational disability benefit in the Minnesota state retirement sys
tem correctional employees retirement plan; establishing quaJifi. 
cations for the executive director of the teachers retirement asso
ciation; requiring annuitants and benefit recipients of the teachers 
retirement association to file quarterly evidence of receipt cards; 
removing the requirement for dependency for entitlement to cer• 
tain refunds from the teachers retirement association; clarifying 
the amortization obligation of the metropolitan transit commission 
to the Minnesota state retirement system; calculating service 
credit for certain part time transit operating division employees 
covered by the Minnesota state retirement system; clarifying the 
provision of minimum disability coverage by the metropolitan 
transit commission; providing a retirement annuity from the Min
nesota state retirement system to certain former transit operating 
division employees; providing for a purchase of service credit of 
certain military service leaves of absence for transit operating 
division employees; amending Minnesota Statutes, 1978, Sections 
352.01, Subdivisions 11 and 16; 352.115, Subdivision 10; 352.22, 
Subdivisions 1 and 10; 352.95; 353.37, Subdivision 1; 354.05, Sub
division 2; 354.06, Subdivision 2; 354.44, Subdivisions la, 5 and 
by adding a subdivision; 354.47, Subdivision 1; 354A.21; 356.32, 
Subdivision 1; 473.417; 473.418; and Laws 1978, Chapter 538, 
Section 21; repealing Minnesota Statutes 1978, Section 352.22, 
Subdivision 11." 

The motion prevailed. So the amendment was adopted. 

Mr. Davies moved to amend the Strand amendment to S. F. No. 
960. adopted by the Senate May 14, 1979, as follows: 
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Page 24, after line 8, insert: 

"Sec. 20. [LIMITATION ON NONFORFEITABLE ENTITLE
MENT TO BENEFIT INCREASE.] No current annuitant, disabil
itant or survivor benefit recipient and no active or inactive member 
of any retirement fund to which this act applies shall acquire a 
nonforfeitable interest in, or entitlement to, any modification 
in the benefit plan of the fund contained in this act or be entitled 
to bring any action based on any modification in the benefit plan 
of the fund contained in this act until a period of two years com
mencing with the date on which the benefit plan modification 
becomes effective has expired." 

Renumber the sections in sequence 

The motion prevailed. So the amendment to the Strand amend• 
ment was adopted. 

S. F. No. 960: A bill for an act relating to retirement; various 
retirement funds; providing for a proportionate annuity at age 
65 or older with one year of service; increasing the maximum earn• 
ings amount for a re-employed annuitant; clarifying applications 
for refunds from the Minnesota state retirement system; provid• 
ing an occupational disability benefit in the Minnesota state re• 
tirement system correctional employees retirement plan; estab• 
lishing qualifications for the executive director of the teachers 
retirement association; requiring annuitants and benefit recipients 
of the teachers retirement association to file quarterly evidence 
of receipt cards; removing the requirement for dependency for 
entitlement to certain refunds from the teachers retirement asso• 
ciation; clarifying the amortization obligation of the metropoli• 
tan transit commission to the Minnesota state retirement system; 
calculating service credit for certain part time transit operating 
division employees covered by the Minnesota state retirement 
system; clarifying the provision of minimum disability coverage 
by the metropolitan transit commission; providing a retirement 
annuity from the Minnesota state retirement system to certain 
former transit operating division employees; providing for a pur
chase of service credit of certain military service leaves of ab
sence for transit operating division employees; amending Min• 
nesota Statutes 1978, Sections 352.01, Subdivisions 11 and 16; 
352.115, Subdivision 10; 352.22, Subdivisions 1 and 10; 352.95; 
353.37, Subdivision 1; 354.05, Subdivision 2; 354.06, Subdivision 
2; 354.44, Subdivisions la, 5 and by adding a subdivision; 354.47, 
Subdivision 1; 354A.21; 356.32, Subdivision 1; 473.417; 473.418; 
and Laws 1978, Chapter 538, Section 21; repealing Minnesota 
Statutes 1978, Section 352.22, Subdivision 11. 

Was read the third time, as amended, and placed on its final 
passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 39 and nays 5, as fol• 
lows: 
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Those who voted in the affirmative were: 
Benedict Frederick Luther Purfeerst 
Bernhagen Gearty McCutcheon Rued 
Brataas Gunderson Menning Schaaf 
Chmielewski Hanson Moe Schmitz . 
Davies Hughes Nelson Setzepfandt 
Dieterich Johnson Olhoft Sieloff 
Dunn Kirchner Peterson Billers 
Engler Knoll Pillsbury Solon 

Those who voted in the negative were: 
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Staples 
Stokowski 
Strand 
Stumpf 
Ulland,J. 
Vega 
Willet 

Lessard Merriam Penny Perpich Tennessen 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

S. F. No. 961: A bill for an act relating to retirement; volunteer 
firefighters' relief association and independent nonprofit fire
fighting corporations; providing for a flexfble statutory service 
pension maximum; providing a procedure for the recognition of 
a funding surplus in the calculation of the financial requirements 
of a relief association and the minimum obligation of a munici
pality; clarifying the calculation of the time period for the amor
tization of unfunded accrued liabilities of volunteer firefighters' 
relief associations; clarifying and updating various ambiguous 
and obsolete provisions regarding the fire state aid program, the 
authorization of retirement benefits for volunteer firefighters and 
the mandated guidelines for the financing of vo7unteer firefight
ers' relief associations; amending Minnesota Statutes 1978, Sec
tions 69.771; 69.772, Subdivisions 1, 2, 3, 4, 5, 6, and by adding 
a subdivision; 69.773; and 69.774; and Laws 1963, Chapter 429, 
Section 1; Laws 1967, Chapters 575, Sections 1, Subdivision 1; 
and 2; 829, Section 1; Laws 1969, Chapters 526, Section 2a, as 
added; 664, Section 1; Laws 1971, Chapters 114, Section 10; 
127, Section 1; 140, Section 7; and 214, Sections 1, as amend
ed, and 2; Laws 1973, Chapters 304, Section 4; and 472, Sec
tion 1, as amended; Laws 1975, Chapter 237, Sections 1 and 
2; Laws 1976, Chapter 209, Section 1; Laws 1977, Chapter 374, 
Sections 41; 50, Subdivision 2; 51; and 57; Laws 1978, Chapter 
685, Sections 1 and 4; repealing Minnesota Statutes 1978, Sec
tions 69.04; 69.055; 69.06; 69.22; 69.23; 69.24; 69.66; 69.67; 
69.68; 69.691; 424.30; and 424.31; Laws 1959, Chapter 324; Laws 
1965, Chapters 592, Section 1; and 598, Section 1; Laws 1967, 
Chapters 575, Section 1, Subdivision 2; 742, Section 1; 815, Sections 
1 and 2, Subdivision 1; and 831; Laws 1969, Chapters 252, Section 
1, Subdivisions 1 and 2; 526, Sections 1 and 2; 530; 644, 
Section 1; 714; 719, Section 1; 877; 1088, Section 2, Subdi
vision 1; and 1105, Sections 1, 2 and 3; Laws 1971, Chapters 
2; 114, Section 3, Subdivision 2; 140, Section 1; 184, Section 1, 
Subdivisions 1 and 2; 200; and 233; Laws 1973, Chapters 30, 
Section 1, Subdivision 1; 33; 166; 170; 173; 175; 181; 182; 280; 
283, Section 1; 288; 304, Section 1, Subdivision 2; 311; and 464; 
Laws 1974, Chapters 112; Laws 1975, Chapters 36; 43; 117; 118; 
119; 124; 125; 178; 197; 229, Section 1; 306, Section 33, Subdi-
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visions 1 and 2; and 367; Laws 1976, Chapters 71; 97; 100, Sec
tion 1, Subdivisions 1 and 3; 206; 208; 214; 267; 272, Section 2; 
and 288, Section 1; Laws 1977, Chapters 294; 295; and 374, Sec
tion 50, Subdivision 1; Laws 1978, Chapters 599, Section 1, Sub
divisions 2 and 3; 606; 617, Section 1; 622; 631; 673; 683, Sec
tions 1 and 2, Subdivision 1; 753, Section 2, Subdivisions 1 and 
la; and 754. 

Mr. Peterson moved to amend S. F. No. 961, as follows: 

Page 3, line 20, delete the new language 

Page 3, delete lines 21 and 22 

Page 3, line 23, delete "and the" 

Page 4, line 1, after "The" reinstate the stricken language 

Page 4, line 2, reinstate the stricken language and delete "state 
auditor" 

Page 4, line 22, delete "33" and insert "12" 

Page 8, delete lines 7 to 33 and insert: 

"Subd. 2a. [DETERMINATION OF ACCRUED LIABILITY 
FOR RECIPIENTS OF INSTALLMENT PAYMENTS.] Each 
firefighters' relief association which pays a lump sum service pen
sion in installment payments to a retired firefighter pursuant to 
section 12, subdivision 8, shall determine the accrued liability of 
the special fund of the firefighters' relief association relative to 
each retired member receiving a lump sum service pension in in
stallment payments calculated individually as the sum of each 
future installment payment discounted at an interest rate of five 
percent, compounded annually, from the date the installment pay
ment is scheduled to be paid to December 31. The sum of the 
accrued liability attributable to each retired member of the relief 
association receiving a lump sum service pension in installment 
payments shall be the total additional accrued liability of the 
special fund of the relief association as of December 31, and shall 
be added to the accrued liability of the special fund of the relief 
association calculated pursuant to subdivision 2 for purposes of 
calculating the financial requirements of the relief association and 
the minimum obligation of the municipalitv pursuant to subdivi-
sion 3." ~ 

Page 9, delete lines 1 to 14 

Page 23, line 12, after "included" delete the balance of the line 

Page 23, line 13, before "in" delete the new language and strike 
the old language 

Page 27, line 11, after "association." insert "In the case of a 
member who has completed at least ten years of active service as 
an active member of the municipal fire department to which the 
relief association is associated or of the independent nonprofit 
firefighting corporation to which the relief association is subsidiary 
on the date that the volunteer firefighters' relief association is es-
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tablished and incorporated, the requirement that the member com
plete at least ten years of active membership with the volunteer 
firefighter's relief association or volunteer firefighters' account 
prior to separation from active service may be waived by the board 
of trustees of the relief association if the member completes at 
least ten years of inactive membership with the volunteer firefight
ers' relief association or volunteer firefighters' account prior to the 
payment of the service pension. During the period of inactive mem
bership, the member shall not be entitled to receive any disability 
benefit coverage, shall not be entitled to receive any additional 
service credit towards computation of a service pension, and shall 
be deemed to have the status of a person entitled to a deferred 
service pension pursuant to subdivision 7." 

Page 35, line. 17, after "installments" insert a period and delete 
the balance of the line and insert: 

"The election of installment payments shall be irrevocable and 
shall be made by the retiring member in writing and filed with the 
secretary of the relief association no later than 30 days prior to 
the commencement of payment of the service pension. The amount 
of the installment payments shall be determined so that the pres
ent ,value of the aggregate installment payments computed at an 
interest rate of five percent, compounded annually, is equal to the 
amount of the single lump sum payment which would have been 
made had the installment payments option not been elected. The 
payment of each installment shall include interest at the rate of 
five percent, compounded annually on the reserve supporting the 
remaining installment payments as of the date on which the previ
ous installment payment was paid computed from the date on 
which the previous installment payment was paid to the date of 
payment for the current installment payment." 

Page 35, delete lines 18 to 33 and page 36, delete lines 1 to 4 

Page 37, line 11, delete "state auditor" and insert "commissioner 
of insurance" 

Page 37, line 13, delete "state auditor" and insert "commissioner 
of insurance" 

Page 37, line 22, delete "state auditor" and insert "commis-
sioner of insurance" 

Page 38, line 22, after "be" delete the balance of the line 
Page 38, delete lines 23 to 25 

Page 38, line 26, delete "4, shall not be" 

Page 45, line 11, after "state" insert "as of December 31 of the 
year preceding the filing of the report" 

Page 46, delete lines 4 to 6 

Page 46, line 7, delete "(13) " and insert "(10 )" 

Page 46, line 8, delete "(14)" and insert "(11)" 

Page 46, line 9, delete "(15)" and insert "(12)" 
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Page 46, delete lines 10 to 12 

Page 46, line 13, delete "(18)" and insert " ( 13)" 

Page 46, line 14, delete "(19)" and insert " ( 14 )" 

Page 46, line 15, delete "(20)" and insert "(15)" 

Page 46, delete lines 16 and 17 

Page 46, line 18, delete "(22)" and insert "(16)" 

Page 46, line 20, delete "(23)" and insert "(17)" 

Page 46, line 21, delete "(24)" and insert "(18)" 

Page 46, line 23, delete "(25 )" and insert "(19 )" 

Page 46, line 25, delete " ( 26)" and insert " ( 20 )" 

Page 46, line 27, delete "(27)" and insert "(21)" 

Page 46, line 27, delete", and" and insert a period 

Page 46, delete lines 28 and 29 

Page 62, after line 25, insert: 
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"To the e:i:tent that he deems it to be necessary or practical, the 
commissioner of insurance may specify and issue procedures, forms 
or mathematical tables for use in performing the calculations re
quired pursuant to section 25 or section 12, subdivision 8." 

The motion prevailed. So the amendment was adopted. 

Mr. Davies moved to amend S. F. No. 961 as follows: 

Page 62, after line 31, insert: 

"Sec. 45. [LIMITATION ON NONFORFEITABLE EN
TITLEMENT TO BENEFIT INCREASE.] No current an
nuitant, disabilitant or survivor benefit recipient and no active or 
inactive member of any retirement fund to which this act applies 
shall acquire a nonforfeitable interest in, or entitlement to, any 
modification in the benefit plan of the fund contained in this act 
or be entitled to bring any action based on any modification in 
the benefit plan of the fund contained in this act until a period of 
two years commencing with the date on which the benefit plan 
modification becomes effective has expired." 

Renumber the sections in sequence 

The motion prevailed. So the amendment was adopted. 

S. F. No. 961 was read the third time, as amended, and placed 
on its final passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 55 and nays 0, as 
follows: 
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Those who voted in the affirmative were: 
Ashbach Frederick Lessard Perpich Solon 
Benedict Gearty Luther Peterson Spear 
Bernhagen Gunderson McCutcheon Pillsbury Staples 
Brataas Hanson Menning Purfeerst Stokoweki 
Chenoweth Hughes Merriam Renneke Strand 
Chmielewski Humphrey Moe Rued Stumpf 
Coleman Johnson Nelson Schaaf Tennessen 
Davies Keefe, S. Nichols Schmitz Ueland, A. 
Dieterich Kirchner Olhoft Setzepfandt Ulland, J. 
Dunn Kleinbaum Olson Sieloff Veg_a 
Engler Knoll Penny Sikorski Willet 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

S. F. No. 1191: A bill for an act relating to insurance; provid
ing for changes in the operation and funding of the comprehensive 
health association; requiring identification of certain insurers; 
setting premium standards; changing the effective dates of certain 
mandated benefits; amending Minnesota Statutes 1978, Sections 
62E.02, Subdivision 10, and by adding a subdivision; 62E.04, Sub
division 4; 62E.06; Subdivision l; 62E.08; 62E.10; 62E.11; 62E.13, 
Subdivision 2; 62E.14, Subdivision l; and Chapter 62E, by add
ing a section; repealing Minnesota Statutes 1978, Section 62E.10, 
Subdivision 5. 

Mr. Sikorski moved to amend S. F. No. 1191 as follows: 

Strike the Sikorski amendment to S. F. No. 1191, adopted by 
the Senate May 11, 1979, and amend S. F. No. 1191 as follows: 

Page 12, line 20, after the period, insert "The provisions of sec
tion 62E.11, subdivision 8, shall expire on July 1, 1981." 

The motion prevailed. So the amendment was adopted. 

Mr. Chmielewski moved to amend the Perpich amendment to 
S. F. No. 1191, adopted by the Senate May 11, 1979, as follows: 

Page 2 of the Perpich amendment, line 24, in clause (14), after 
"Transportation" insert "(i)" 

Page 2 of the Perpich amendment, line 26, at the end of clause 
(14), before the period, insert "; or (ii) to a kidney dialysis cen
ter for treatment" 

The motion prevailed. So the amendment to the Perpich amend
ment was adopted. 

S. F. No. 1191: A bill for an act relating to insurance; provid
ing for changes in the operation and funding of the comprehensive 
health association; requiring identification of certain insurers; 
setting premium standards; changing the effective dates of certain 
mandated benefits; amending Minnesota Statutes 1978, Sections 
62E.02, Subdivision 10, and by adding a subdivision; 62E.04, Sub
division 4; 62E.06, Subdivision 1; 62E.08; 62E.10; 62E.ll; 62E.13, 
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Subdivision 2; 62E.14, Subdivision 1; and Chapter 62E, by add
ing a section; repealing Minnesota Statutes 1978, Section 62E.10, 
Subdivision 5. 

Was read the third time, as amended, and placed on its final 
passage. 

The question was taken on the passage of the bill, as amended. 
The roll was called, and there were yeas 56 and nays 0, as 

follows: 
Those who voted in the affirmative were: 

Ashbach 
Bang 
Benedict 
Bernhagen 
Brataas 
Chenoweth 
Chmielewski 
Davies 
Dieterich 
Dunn 
Engler 
Frederick 

Gearty 
Gunderson 
Hanson 
Hughes 
Humphrey 
Johnson 
Keefe,S. 
Kirchner 
Kleinbaum 
Knaak 
Knoll 
Lessard 

Luther 
McCutcheon 
Menning 
Merriam 
Moe 
Nelson 
Nichols 
Olhoft 
Olson 
Penny 
Perpich 
Peterson 

Pillsbury 
Purfeerst 
Renneke 
Rued 
Schaaf 
Schmitz 
Setzeplandt 
Sieloff 
Sikorski 
Sillers 
Staples 
Stokowski 

Strand 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

H.F. No. 748: A bill for an act relating to retirement; actuarial 
reporting law; implementing a procedure to extend the period 
for the amortization of unfunded liabilities in the event of changes 
in actuarial assumptions or increases in annuities and benefits; 
amending Minnesota Statutes 1978, Sections 356.215, Subdivi
sion 4; 356.22, Subdivision 2; 422A.08, Subdivision 2; and 422A.39, 
Subdivision 2. 

Was read the third time and placed on its final passage. 

The question was taken on the passage of the bill. 

The roll was called, and there were yeas 53 and nays 6, as fol
lows: 

Those who voted in the affirmative were: 
Ashbach Hanson McCutcheon Peterson 
Bang Hughes Menning Pillsbury 
Benedict Humphrey Merriam Purfeerst 
Brataas Johnson Moe Henneke 
Chenoweth Keefe, J. Nelson Schaaf 
Chmielewski Keefe, S. Nichols Schmitz 
Dieterich Kirchner Ogdahl Setzepfandt 
Dunn Kleinbaum Olhoft Sieloff 
Frederick Knoll Olson Sikorski 
Gearty Knutson Penny Sillers 
Gunderson Luther Perpich Spear 

Those who voted in the negative were: 
Bernhagen 
Davies 

Engler Lessard Rued 

So the bill passed and its title was agreed to. 

Staples 
Stokowski 
Strand 
Stumpf 
Tennessen 
Ueland,A. 
Vega 
Wegener 
Willet 

Ulland, J. 
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SPl!lCIAL ORDER 

H. F. No. 313: A bill for an act relating to public employees; 
reimbursing university systems for expenses of certain athletic 
leaves of absence; amending Minnesota Statutes 1978, Section 
15.62, Subdivision 3. 

Mr. Schaaf moved to amend H.F. No. 313 as foDows: 

Page 1, line 18, after "granted" insert "and occurring on or 
after July I, 1979." 

Page 1, delete line 19 

The motion prevailed. So the amendment was adopted. 

H. F. No. 313 was read the third time, as amended, and placed 
on its fina1 passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 58 and nays 0, as 
follows: 

Those who voted in the affirmative were: 
Ashbach Gunderson Lessard Perpich 
Bang Hanson Luther Peterson 
Benedict Hughes McCutcheon Pillsbury 
Bernhagen Humphrey Menning Purfeerst 
Brataas Johnson Merriam Henneke 
Chenoweth Keefe, J. Moe Rued 
Chmielewski Keefe, S. Nelson Schaaf 
Davies Kirchner Nichols Schmitz 
Dieterich Kleinbaum Ogdahl Setzepfandt 
Dunn Knaak Olhoft Sieloff 
Engler Knoll Olson Sikorski 
Gearty Knutson Penny Solon 

Staples 
Stokowski 
Strand 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

H. F. No. 508: A bill for an act relating to unemployment com• 
pensation; exempting family corporation shareholder's income 
from contribution rate; amending Minnesota Statutes 1978, Sec
tion 268.04, Subdivision 12. 

Mr. Engler moved to amend H. F. No. 508 as follows: 

Page 12, line 13, delete the new language 

The motion prevailed. So the amendment was adopted. 

H. F. No. 508 was read the third time, as amended, and placed 
on its final passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 58 and nays 0, as 
follows: 
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Those who voted in the affirmative were: 

Ashbach 
Bang 
Benedict 
Bernhagen 
Chenoweth 
Chmielewski 
Davies 
Dieterich 
Dunn 
Engler 
Frederick 
Gearty 

Gunderson 
Hanson 
Hughes 
Humphrey 
Jensen 
Johnson 
Keefe,J. 
Keefe,S. 
Kirchner 
Kleinbaum 
Knaak 
Knutson 

Lessard 
Luther 
Mccutcheon 
Menning 
Merriam 
Moe 
Nelson 
Nichols 
Ogdahl 
Olhoft 
Olson 
Penny 

Perpich 
Peterson 
Pillsbury 
Purfeerst 
Henneke 
Rued 
Schaaf 
Schmitz 
Setzepfandt 
Sieloff 
Sikorski 
Sillers 
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Solon 
Staples 
Stokowski 
Strand 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

So the bill, as amended, passed and its title was agreed to. 

SPECIAL ORDER 

H. F. No. 1018: A bill for an act relating to no-fault automobile 
insurance; providing disability and income loss benefits for certain 
persons who lose unemployment compensation benefits as a result 
of accidental injury; amending Minnesota Statutes 1978, Section 
65B.44, Subdivision 3. 

Mr. Sikorski moved to amend H. F. No. 1018 as follows: 

Page 1, after line 9, insert: 

"Section 1. Minnesota Statutes 1978, Section 65B.44, Subdivi
sion 2, is amended to read: 

Subd. 2. [MEDICAL EXPENSE BENEFITS.] Medical ex
pense benefits shall reimburse all reasonable expenses for necessary 
medical, surgical, x-ray, optical, dental, chiropractic, and rehabili
tative services, including prosthetic devices, prescription drugs, 
necessary ambulance and all other reasonable transportation ex
penses incurred in traveling to receive covered medical benefits. 
hospital, extended care and nursing services. Hospital room and 
board benefits may be limited, except for intensive care facilities. 
to the regular daily semi-private room rates customarily charged 
by the institution in which the recipient of benefits is confined. 
Such benefits shall also include necessary remedial treatment and 
services recognized and permitted under the laws of this state for 
an injured person who relies upon spiritual means through prayer 
alone for healing in accordance with his religious beliefs. Medical 
expense loss includes medical expenses accrued prior to the death 
of a person notwithstanding the fact that benefits are paid or 
payable to the decedent's survivors. Medical expense benefits for 
rehabilitative services shall be subject to the provisions of section 
65B.45." 

Renumber the sections in sequence 

Amend the title as follows: 

Page 1, line 2, after "insurance;'' insert "providing for coverage 
of certain medical benefits under automobile insurance policies;" 

Page 1, line 7, delete "Subdivision'' and insert "Subdivisions 
2 and" 
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The question was taken on the adoption of the amendment. 

The roll was called, and there were yeas 36 and nays 19, as 
follows: 

Those who voted in the affirmative were: 
Benedict Humphrey Menning Purfeerst 
Chenoweth Johnson Moe Schaaf 
Chmielewski Keefe, J. Nelson Setzepfandt 
Davies Keefe, S. Nichols Sikorski 
Gearty Kleinbaum Olhoft Solon 
Gunderson Knoll Olson Spear 
Hanson Lessard Penny Staples 
Hughes Luther Peterson Stumpf 

Those who voted in the negative were: 
Ashbach Dunn Kirchner Ogdahl 
Bang Engler Knaak Pillsbury 
Bernhagen Frederick Knutson Renn eke 
Dieterich Jensen Merriam Rued 

Tennessen 
Vega 
Wegener 
Willet 

Strand 
Ueland,A. 
Ulland, J. 

The motion prevailed. So the amendment was adopted. 

Mr. Davies moved to amend H. F. No. 1018 as follows: 

Page 1, line 17, after the period, insert "until December 31, 1979, 
and $250 per week thereafter" 

Page 2, line 7, before the period, insert "until December 31, 1979, 
and $250 per week thereafter" 

. Page 2, after line 22, insert: 

"Sec. 2. Minnesota Statutes 1978, Section 65B.44, Subdivision 
6, is amended to read: 

Subd. 6. [SURVIVORS ECONOMIC LOSS BENEFITS.] Sur
vivors economic loss benefits, in the event of death occurring 
within one year of the date of the accident, caused by and aris
ing out of injuries received in the accident, are subject to a maxi
mum of $200 per week until December 31, 1979, and $250 per 
week thereafter," and shall cover loss accruing after decedent's 
death of contributions of money or tangible things of economic 
value, not including services, that his surviving dependents would 
have received for their support during their dependency from the 
decedent had he not suffered the injury causing death. 

For the purposes of definition under sections 65B.41 to 65B:71, 
the following described persons shall be presumed to be depen
dents of a deceased person: (a) a wife is dependent on a husband 
with whom she lives at the time of his death; (b) a husband is 
dependent on a wife with whom he lives at the time of her death; 
(c) any child while under the age of 18 years, or while over that 
age but physically or mentally incapacitated from earning, is 
dependent on the parent with whom he is living or from whom 
he is receiving support regularly at the time of the death of such 
parent. Questions of the existence and the extent of dependency 
shall be questions of fact, considering the support regularly re
ceived from the deceased. 
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Payments shall be made to the dependent, except that benefits 
to a dependent who is a child or an incapacitated person may 
be paid to the dependent's surviving parent or guardian. Pay
ments shall be terminated whenever the recipient ceases to main
tain a status which if the decedent were alive would be that of de
l!endency. 

Sec. 3. Minnesota Statutes 1978, Section 65B.44, Subdivision 
7, is amended to read: 

Subd. 7. [SURVIVOR'S REPLACEMENT SERVICES LOSS.] 
Survivors replacement services loss benefits shall reimburse ex
penses reasonably incurred by surviving dependents after the date 
of the decedent's death in obtaining ordinary and necessary ser
vices in lieu of those the deceased would have performed for their 
benefit had he not suffered the injury causing death, minus ex
penses of the survivors avoided by reason of the decedent's death. 
These benefits shall be subject to a maximum of $200 per week 
until December 31, 1979, and $250 per week thereafter." 

Renumber the sections in sequence 

Amend the title as follows: 

Page 1, line 5, after the semicolon, insert 

"increasing the weekly maximum for disability and income Joss 
benefits, survivor's economic loss benefits and survivor's replace
ment services Joss;" 

Page 1, line 7, delete "Subdivision" and insert "Subdivisions" 

Page 1, line 7, after "3" insert ", 6 and 7" 

The motion did not prevail. So the amendment was not adopted. 

H. F. No. 1018 was read the third time, as amended, and 
placed on its final passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and there were yeas 49 and nays 8, as 
follows: 

Those who voted in the affirmative were: 
Bang Gearty Luther Perpich 
Benedict Gunderson McCutcheon Peterson 
Brataas Hughes Menning Pillsbury 
Chenoweth Humphrey Merriam Schaaf 
Chmielewski Johnson Moe Schmitz 
Davies Kirchner Nelson Setzepfandt 
Dieterich Knaak Nichols Sieloff 
Dunn Knoll Olhoft Sikorski 
Engler Knutson Olson Sillers 
Frederick Lessard Penny Solon 

Those who voted in the negative were: 

Spear 
Stokowski 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

Ashbach Jensen Purfeerst Rued Strand 
Bernhagen Ogdahl Renneke 

So the bill, as amended, passed and its title was agreed to. 
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SPECIAL OB.DER 

H. F. No. 222: A bill for an act relating to the public service 
commission and public service department; regulating commis
sioners' and employees' conflicts of interest; amending Minnesota 
Statutes 1978, Section 216A.035. 

Mr. Luther moved to amend H. F. No. 222, as amended by the 
Committee on Commerce, adopted by the Senate May 9, 1979, as 
follows: 

Page 1, line 20, strike "commission" and delete "or public 
service" 

Delete the amendment to page 1, line 23 

Page 1, line 23, after "department" insert "wh-0 is in the civil 
service schedule A or management classification level and whose 
duties are related to public utilities or transportation regulation" 

The motion prevailed. So the amendment was adopted. 

CALL OF THE SENATE 

Mr. Luther imposed a call of the Senate for the balance of the 
proceedings on H. F. No. 222. The following Senators answered 
to their names: 

Ashbach Hughes Luther Purfeerst 
Bang Humphrey McCutcheon Renneke 
Benedict Jensen Menning Rued 
Bernhagen Johnson Merriam Schaaf 
Chmielewski Keefe, J. Moe Schmitz 
Coleman Keefe, S. Nelson Setzepfandt 
Davies Kirchner Ogdahl Sikorski 
Dunn Knaak Olson Sillers 
Engler Knoll Penny Solon 
Frederick Knutson Peterson Spear 
Gunderson Lessard Pillsbury Staples 

Stokowski 
Strand 
Stumpf 
Tennessen 
Ueland,A. 
Ulland,J. 
Vega 
Wegener 
Willet 

The Sergeant at Arms was instructed to bring in the absent 
members. 

H. F. No. 222 was read the third time, as amended, and placed 
on its final passage. 

The question was taken on the passage of the bill, as amended. 

The roll was called, and · there were yeas 38 and nays 23, as 
follows: 

Those who voted in the affirmative were: 

Benedict 
Chenoweth 
Chmielewski 
Coleman 
Davies 
Gearty 
Gunderson 
Hanson 

Hughes 
Humphrey 
Jensen 
Johnson 
Keefe,S. 
Kleinbaum 
Knoll 
Luther 

McCutcheon 
Menning 
Merriam 
Moe 
Nelson 
Olhoft 
Olson 
Penny 

Perpich 
Schaaf 
Schmitz 
Setzepfandt 
Sieloff 
Sikorski 
Spear 
Staples 

Stokowski 
Stumpf 
Tennessen 
Ulland,J. 
Vega 
Willet 



2280 JOURNAL OF THE SENATE 

Those who voted in the negative were: 
Bang Frederick Lessard Purfeerst 
Bernhagen Keefe, J. Nichols Renneke 
Brataas Kirchner Ogdabl Rued 
Dunn Knaak Peterson SiUers 
Engler Knutson PiUsbury Solon 

[53RD DAY 

Strand 
Ueland,A. 
Wegener 

So the bill, as amended, passed and its title was agreed to. 

MOTIONS AND RESOLUTIONS-CONTINUED 

Mr. Coleman moved that the Senate do now adjourn until 1:30 
o'clock p.m., Tuesday, May 15, 1979. The motion prevailed. 

Patrick E. Flahaven, Secretary of the Senate 




